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MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 1 


FRIDAY, MARCH 25, 1949 
MONDAY, MARCH 28, 1949 


CANADIAN NATIONAL RAILWAYS ANNUAL REPORT 
(1948) 


WITNESSES: 


Mr. R. C. Vaughan, C.M.G., Chairman and President, Canadian National 
Railways; 

Mr. N. B. Walton, C.B.E., Executive Vice-President, Canadian National 
Railways; 

Mr. T. H. Cooper, Vice-President, Canadian National Railways. 


OTTAWA 
EDMOND CLOUTIER, C.M.G., B.A., L.Ph. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
CONTROLLER OF STATIONERY 


ORDERS OF REFERENCE 


House or CoMMONS 
Mownpay, 21st March, 1949 


Resolved,—That a Sessional Committee on Railways and Shipping owned, 
operated and controlled by the Government, be appointed to consider the 
-accounts and estimates and bills relating thereto of the Canadian National 
_ Railways, the Canadian National (West Indies) Steamships, and Trans-Canada 
Air Lines, saving always the powers of the Committee of Supply in relation to 
the voting of public moneys; and that the said Committee be empowered to send 
for persons, papers and records and to report from time to time, and that. not- 
withstanding Standing Order 65, in relation to the limitation of the number of 
members, the said Committee consist. of Messrs. Bourget, Chevrier, Clark, 
Emmerson, Fulton, Gibson (Comox-Alberni), Hatfield, Hazen, Hlynka, Jack- 
man, LaCroix, Lafontaine, Lockhart, Maybank, McCulloch (Pictou), McLure, 
Moore, Mutch, Nicholson, Picard, Pouliot, Reid, Warren. 


Turspay, March 22, 1949. 


Ordered,—That the Annual Report of the Trans-Canada Air Lines for the 
year ended December 31, 1948, and the Auditors’ report to Parliament for the 
year ended December 31, 1948, in respect to Trans-Canada Air Lines, tabled 
this day, be referred to the said Committee. 

Ordered,— That the Budget of the Canadian National Railways and the 
Canadian National (West Indies) Steamships, Limited, for the calendar year 
1949, and the Annual Report of the Canadian National Railways Securities 
Trust for 1948, tabled this day, be referred to the said Committee. 

Ordered,—That the Annual Reports for 1948 of the Canadian National 
Railway System, the Canadian National (West Indies) Steamships Limited, 
and the Auditors’ Report to Parliament in respect to the Canadian National 
Railway System and the Canadian National (West Indies) Steamships Limited, — 
tabled on March 18, 1949, be referred to the said Committee together with the 
following items of estimates for 1949-50: 

Vote 488—Maritime Freight Rates Act, Canadian National Railways; 
Vote 489—Maritime Freight Rates Act, Railways other than Canadian 

National; 

Vote 556—Prince Edward Island Car Ferry and Terminals, deficit 


and that the Resolution passed by the House on March 14, 1949, referring certain 
estimates to the Committee of Supply, be rescinded in so far as the said Resolu- 
tion relates to Votes Nos. 488, 489 and 556. } 


Tuurspay, March 24, 1949. 


% 
Ordered,—That the name of Mr. Beaudry be substituted for that of Mr. 
Lafontaine on the said Committee. 
Fripay, March 25, 1949. 
Ordered,—That the said Committee be empowered to reduce its quorum 
from 12 to 8 members, and that section 3 of Standing Order 65 be suspended in 
relation thereto. 
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Ordered,—That the said Committee be granted leave to sit while the House 
is sitting. 


Ordered,—That the said Committee be given authority to print from day 
to day 500 copies in English and 200 copies in French of its Minutes of Proceed- 
ings and Evidence, and that Standing Order 64 be suspended in relation thereto. 

Attest. 

ARTHUR BEAUCHESNE, 
Clerk of the House. 


REPORT TO THE HOUSE 
Fripay, March 25, 1949. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as its : 


First Report 


Your Committee recommends: 


1. That it be empowered to reduce its quorum from 12 to 8 members, Ae 
that section 3 of Standing Order 65 be suspended in relation thereto. 


2. That it be granted leave to sit while the House is sitting; 

3. That it be given authority to print from day to day, 500 copies in ee 
lish and 200 copies in French of its Minutes of Proceedings and Evidence, and 
that Standing Order 64 be suspended in relation thereto. 

All of which is respectfully submitted. 


S. M. CLARK, 
Chairman. 


The said report was concurred in this day. 


MINUTES OF PROCEEDINGS 


House or Commons, Room 430 
Fripay, March 25, 1949 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 10.15 o’clock a.m. 


Members present: Messrs. Beaudry, Chevrier,:Clark, Emmerson, Fulton, 
Hatfield, Hlynka, Maybank, McCulloch (Pictou), McLure, Moore, Mutch, 
Nicholson, Reid, Warren. 


The Clerk of the Committee invited nominations for the position of Chair- 
man. 


Whereupon, on motion of Mr. Emmerson, Mr. 8. M. Clark, member for 
Essex South, was elected Chairman. 


Mr. Clark took the Chair and after thanking the members for the honour 
bestowed upon him he read the Order of Reference. 


On motion of Mr. McLure, Mr. McCulloch, Member for Pictou, was elected 
Vice-Chairman. 
The Committee then proceeded to its organization. 


On motion of Mr. McCulloch (Pictou), 
Resolved: That the House be asked to reduce the quorum of the Committee 
from 12 to 8 members. 


On motion of Mr. Warren: 
Resolved: That the Committee ask leave to sit while the House is sitting. 


On motion of Mr. Maybank: 

Resolved: That the Committee ask leave from the House to print, from 

day to day, 500 copies in English and 200 copies in French of its minutes of 

- proceedings and evidence. : 

After some discussion it was agreed that the Committee would hold its 

next sitting at 10.30 o’clock a.m., Monday, March 28, 1949, at which time 

the officials of the Canadian National Railways would attend. 

fy It was ordered that First Report of the Committee be presented to the 
House forthwith. | 


~~ At 10.50 o’clock a.m., the Committee adjourned to meet again at 10.30 
o'clock a.m., Monday, March 28, 1949. 


House or Commons, Room 430, 
Monpay, March 28, 1949. 
The Committee met this day at 10.30 o’clock a.m., Mr. S. M. Clark, 
_ Chairman, presided. 


Members present: Messrs. Chevrier, Clark, Emmerson, Gibson (Comox- 
_ Alberni), Hazen, Hlynka, Lockhart, Maybank, McCulloch (Pictou,) McLure, 
~ Moore, Mutch, Nicholson, Pouliot, Reid, Warren. 
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In attendance: Messrs. R. C. Vaughan, OMG, President; N. B. ue 


C.B.E., Executive Vice-President; T. H. Cooper, Vice- President; of the Cana- 
dian National Railways; Mr. J. ror Lessard, Deputy-Minister of Transport. 


The Chairman greeted the officials of the Canadian National Railways 


and invited Mr. Vaughan to read his personal annual report of the operations — 


for the calendar year 1948. 

Mr. Vaughan read the said personal: report and was afterwards Pe ele 
thereon. In this he was assisted by Messsr. Walton and Cooper. | 

On motion of Mr. McCulloch (Pictou), the said report was adopted: 


At 1.05 o’clock p.m., the Committee adjourned to meet again in the after- 
noon at 4.00 o’clock p.m. 


Hovusrt oF Commons, Room 430, 
Monpay, March 28, 1949 


The Committee met again at 4.00 o’clock p.m., the Chairman, Mr. 8S. M. 
Clark, presided. 


Members present: Messrs. Chevrier, Clark, Emmerson, Fulton, Gibson 
(Comoz-Alberni), Hazen, McCulloch (Pictou), McLure, Moore, Mutch, Nichol- 
son, Pouliot, Warren. 


In attendance: The same officials as are listed as in attendance at the 
morning sitting. 

The Committee resumed the adjourned study of the Annual Report of the 
operations of the Canadian National Railways for the calendar year 1948. 

Messrs. Vaughan, Walton and Cooper were questioned at length on the 
Consolidated Balance Sheet at 31st December, 1948, and various related 
accounts. 


At 6.00 o’clock p.m., the Committee adjourned to meet again at 4.00 


o’clock p.m., Tuesday, March 29, 1949. 


ANTOINE CHASSE, 
Clerk of the Committee. 


MINUTES OF EVIDENCE | 


House or ComMONS, 
March 28, 1949. 


The Sessional Committee on Railways and Shipping met this day at 
10.30 a.m. The Chairman, Mr. 8. M. Clark, presided. 


The CHatrman: Gentlemen, I believe we have a quorum, a full quorum 
this time. I think we are all pleased to get back here; at least I would think so, 
‘judging from the appearance of everyone going around and shaking hands with 
the railway officials and others. I think the procedure we generally adopted 
was ‘to have the president read his report and make any statements he wishes to 
make, then perhaps we could start the questioning. If that is agreed ‘to, I would 
ask Mr. Vaughan to read his report and make any statements he wishes to 
the committee. 

Mr. R. C. Vaucuan, C.M.G. (President, Canadian National Railways): 
Thank you, Mr. Chairman. I shall now read the annual report. 


MonrreaL, March 10, 1949. 


The Honourable LioneL Curvrier, K.C., M.P., 
| Minister of Transport, 
Ottawa. 


| Sir:—The following report is submitted of the operations of the Canadian 
National Railways for the calendar year 1948. 

Reflecting the continued high level of the country’s diversified business, the 
national railway system was again called upon to transport a very heavy traffic, 
only slightly lower in volume than that of 1947, which was the busiest peace- 
time year in the history of the system. The number of tons of freight carried, 
85,240,738, was 980,541 tons or 1-14 per cent below the figure for the previous 
year. Passengers _ carried, 20,083,064, were 1,148,825 or 5-39 per cent down, 
continuing the trend of the post- war years. Patronage dropped somewhat at 
the company’s hotels. Express and telegraph business was heavier than in 1947. 

Notwithstanding the somewhat lower over-all traffic, gross revenue was the 
highest in the company’s history as a result of rate increases which became 
effective during the year. But the increased revenue on that account was more 
than offset. by “the further large increases in labour and material costs; and in 
consequence there was a deficit after all charges of $33,532,741 as compared with. 
the deficit of $15,885,194 in 1947. 

Operating conditions were again abnormal, taxing the energy and resource- 
fulness of the staff. Maintenance programs were hampered by shortages of 
materials, appertaining particularly to track work and equipment repairs. About 
the middle of April there commenced on the Prairies a series of unprecedented 
and disruptive floods which were to affect every division of the railway between 
Winnipeg and the Pacific coast. The floods in British Columbia, which started 
about a month later, at times completely cut off rail service to Vancouver and 
Prince Rupert. Through service to Vancouver was interrupted from May 29 
to June 29. Not only did the railway lose traffic, but the cost of rehabilitating 
the damaged tracks and structures necessarily had an effect upon operating 
expenses. On August 23 the large and important Bonaventure freight sheds in 
Montreal were destroyed by fire, involving a loss of about two million dollars 
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and increased operating expenses due to the use of temporary facilities. The 
new and permanent freight terminal at this point, construction of which has 
been commenced, will conform to the city’s plans for the widening and realign- 


ment of streets in the vicinity. 


The financial returns for the year. were as follows: 


Operating revenues 
Operating expenses 


eS etielehel se. cB. Leieliel bine Oe) 1s; 0 58) oi. a) 6: lets (a) lb le; 6 ist ese. ee, 


1948 


$4:91,269,950.00 
464,739,970 .00 


Net operating revenue | 
Taxes, equipment rents, and other income accounts.... 


Sie iie We wet ee) lets eo ue! diieiel erie Ie Jee ee) 08) erat sie tie, 


Available for payment of interest 
Interest on bonds held by the public 


© 0 6 Oo oe oes we 6 8 0 Oe 9 o 
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Available for payment of Government interest 
Government. interest 
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$ 26,529,980 .00 
15,232,870 . 61 


$ 11,297,109.39 
23,202,817 .69. . 


$ 11,905,708.30 
21,627,032 .82 


——— 


Deficit 


WED eS VBR Tel let te Le kp aa liel we ble) (Bp el elie T81e,) 68/1901 16 6, (6) e. Pe! if hege Ae. 8) SO eae Se 


The full income statement follows: 


$: 33,5327 41.12 


RESULT OF 1948 OPERATIONS 
CONSOLIDATED INCOME ACCOUNT 


RaILway OPERATING REVENUES: 
Freight 
Passenger 
Mail 
Express 
Commercial Telegraphs 
All other 


ToTAL OPERATING REVENUES ......-.-620005 sees 

Rar.way OPERATING EXPENSES: 
Maintenance of Way and Structures 
Maintenance and Depreciation of Equipment 
‘Traffic 

_ “Transportation 
Miscellaneous Operations 
General 


ToraL OPERATING EXPENSES .....0...¢00ee cee esos 

NET OPERATING REVENUE 
Taxes Rea Bt ra hah Lotte rele duatint aialepan Nae ala! Wlodalinya. Fi giral= it aie seh eas hte 
Equipment Rents—Net Debit | 
Joint Facility Rents—Net Debit 


eiletiajiet(e Pe) elie heliwi(atve) 61.0, \6) (02. 0/\ sito 0! o). MiLe. Sah Wee ue 


NET RAILWAY OPERATING INCOME .....-.2.0.-eeeee eee 

OTHER INCOME: 
Income from Lease of Road and Equipment 
Miscellaneous Rent Income 
Income from Non-transportation Property 
Hotel Operating Income 
Dividend Income 
Interest Income 
Miscellaneous Income 


TOTAL. OPHER | LNCOME in. lied Ga stalsing Mele Mioiahs lolol aghitene 

DepucTIons From INCOME: 
Rent for Leased Roads and Equipment ................ 
Miscellaneous Rents 
Miscellaneous Taxes ..........-- OTROS Je Sin Danes CN PN 
Results of Separately Operated Properties—Loss 
interest on ntunded Debt). isi ss hah be meee ieee 2 
Amortization of Discount on Funded Debt 
Miscellaneous Income Charges ..........ceeeeeseeeenes 
Profit and Loss Items—WNet Credit 
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Tora, DEDUCTIONS FROM INCOME 


1948 
$393,544,359. 
41,562,141. 
4,761,629. 
23,410,761. 
7,885,346. 
20,105,712. 


00 
00 
31 
19 
57 
93 


$491,269,950. 


00 


% 86,012,266. 
98,339,520. 
8,724,581. 
245 3511,741. 
5,211,242. 
21,100,617. 


$464,739,970. 


$ 26,529,980. 
10,318,631. 


5,712,481. 


323,237. 


$ 67,280. 
976,052. 
601,501. 
915,175. 
298,558. 

2,914,998. 
470,583. 


 §$ 6,244,150. 


$ 720,599. 
538,872. 
126,386. 
973,613. 
282,713. 
508,564. 

2,277,975. 
306,054. 


$ 5,122,670. 


% 10,175,629. 


73 
48 


1947 
$438,197,980.00 
397,122,607 .00 


$ 41,075,373 .00 
13,136,222 .82 


$ 27,939,150.18 


23,821,909 .61 
$ 4,117,240.57 


20,002,434 .85 


$ 15,885,194 .28 


1947 
$342,582,002.68 
43,017,689. 66 
4,583,160 .69 
21,251,783.81 
7,701,419 .90 
19,061,923 .26 


$438,197,980 .00 


$ 75,250,984 .34 
79,770,248 .07 
7,708,115.19 
210,440,476. 20 
4,261,831 .12 
19,690,952 .08 


$397,122,607 .00 


$ 41,075,373 .00 
~ 9,887,322 .86 
7,038,883 .51 
438,543.41 


$ 23,710,623 .22 


¢ 64,069.27 
944,114.61 
662,834.32 

1,290,719. 90 

_ 924,761.00 
3,507,008.43 
641,333.47 


$ 7,334,841.00 


$ 748,013.72 
_ 531,079.00 


709,940.02 
$ 3,106,314.04 
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NET INCOME AVAILABLE FOR PAYMENT OF INTEREST ....  $ 11,297,109.39 $ 27,939,150.18 
ia ‘Interest on Funded Debt—Public ........6.0....00...5.. 23,202,817 .69 23,821,909.61 ~ 
A Interest on Government Loans .................4.0.05- 21,627,032 .82 20,002,434.85 
ae ual a ie TN RGN op ln ease ws ON las 
ee ee er Or Ma So ols ae $ 33,532,741.12  $ 15,885,194.28 
oy nrc BANU ERS AS aan RE es CME ARES Buide fea Ne age 
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The Fixed Charges of the System included in the above statement are as follows: 


Rent for Leased Roads and Equipment ........ $ 720,599.32 $ 748,013.72 
inéerestion  Untunded Debts oe sta ea a i 282,713.40 295,863.51 
Amortization of Discount on Funded Debt .... 508,564 .04 1,057,669 .28 
Interest on Funded Debt—Public .............. 23,202,817 .69 23,821,909 .61 
interest on -Government) Loans 2.5.62 000065534. 21,627,032 .82 20,002,434 .85 


' $46,341,727 .27 $45,925,890 .97 


OPERATING ees for 1948 were a 269,950, the increase being 


. ica REVENUES amounted to $393, 544,359, representing 80-1 per cent of 

total operating revenues. The increase over 1947 was $50,962,356 or 14-9 per 

_ cent. Increases in freight rates (Canada and United States) during the year 

produced approximately $53,670,000 additional revenue, which was offset to the 

extent of $2,707,644 by reduced traffic volume. The tonnage figures for all 

commodities are shown on pages 34 and 35. 

Freight rates were a matter of vital concern to the railway in 1948 and 

continue to be such. During the early months of the year Canadian traffic - 

“moved at the same rate level as that of 1921, whereas United States traffic 

_ was being carried at rates averaging about 39 per cent over those in effect less 

than two years previously. Subsequent increases brought the average over-all 

_inerease in United States rates up to 51-7 per cent. Increases authorized by the 

“Interstate Commerce Commission during 1948 were responsible for additional 

freight revenues of $9,367,000 on the ‘United States lines of the Canadian 

National System. 

| As mentioned in the 1946 annual report, the Canadian railways, in an 

effort to cope with their rapidly mounting costs of operation, applied to the 

Board of Transport Commissioners for a general increase of 30 per cent in the 

freight rates within the jurisdiction of the board, with a graduated increase on 

coal and coke rates. The resultant order of the board, issued on March 30, 1948, 

authorized a general increase of 21 per cent as from ‘April 8, 1948, with certain 

exceptions. A uniform increase of twenty-five cents per ton was eranted on 
coal and coke. Rates on western grain and grain products being beyond the 
jurisdiction of the board were not raised. International and related traffic was 
excluded, ‘as the rates on such traffic had already been increased in conformity 
with decisions of the Interstate Commerce Commission with respect to United 

- States rates. Excluding the last-mentioned traffic the effect of the board’s order 

was to increase the Canadian freight revenues of the National System by an 
average of 18:2 per cent. As from September 15, certain competitive rates 

Pie, depressed rates previously reduced by the railways below normal to meet 
highway and water competition) were increased by 15 per cent. The foregoing 

increases on purely Canadian traffic resulted in increased revenues during 1948 

gor $30,442,000. Adding the rate increases on international and related traffic 

the gross increase in Canadian lines freight revenues for the year, due to rate 

\ justments, amounted to $44,303,000 or 21-6 per cent. 

_ The board’s order authorizing the 21 per cent increase in April, 1948, failed 
ato. produce the results intended, and did not provide a sufficient amount of 
additional revenue to offset the still- -rising costs of operation. A general wage 

Bicrcasc of seventeen cents per hour was granted employees in Canada with 


f effect from March 1; prices of materials and supplies continued their upward 
; 


course. On the Canadian National Svstem as a whole, increased revenues of 


_ $53,670,000 due to rate increases in 1948 were overtaken by increased operating 
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expenses of $67, 617, 363, of which $39,100,000 repr Petes increneed jabba sata 
and $20,906,000 higher costs for materials; ‘the remainder of the increase including 
the cost of repairing flood damage, increased depreciation, and sundry other 
items. 

The Canadian railways, through the Railway Association of Canada, filed 
an appheation with the Board of “Transport Commissioners on July 27, 1948, 
for a further general advance of 20 per cent on rates within the jurisdiction. 
of the Board. An interim increase of 15 per cent was requested. Hearings on 
the application are now being conducted. Concurrently the board, pursuant 
to direction by the Governor in Council, is reviewing its order oranting the 
21 per cent increase. 

The following summary shows, in round figures, the effect on the oper idite 


‘results of the system of the changes in the wage and price levels, 1948 as com-_ 
pared with 1939: 


Linesin Canada lLinesin U.S. System | 
Additional revenues due to increases in | 
PREIS MACER fee atalhrs Wel wie eee ae Bee ee $ 56,980,000 $ 17,550,000 $ 74,530,000 
Additional costs due to | 
inereases' in wage rates... bs ee de ee $ 93,555,000 $ 14,186,000 - $107,741,000 — 
Increases in material costs............... 55,597 ,000 6,668,000 62,265,000 | 


$149,152,060 $ 20,854,000 $170,006,000 | 


The additional costs are shown in graphic form on the accompanying chart. | 


PERCENTAGE ADDITIONAL CHARGE TG 
“INCREASE OPERATING EXPENSES | 
1948 OVER 1939 IN1949 | 
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.DIAGRAM TO SHOW THE ADDITIONAL OPERATING COSTS IN 1948, 
OUE TO HIGHER WAGE RATES ANDO HIGHER PRICES FOR MATERIALS, 
AS COMPARED WITH THE 1939 PRICE CEVEL. 
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8 umber MMOGs worked ee LS ate 261,736,695 


Pave raee TOUTE: VALE ia 6 ose ols iale Win dinie a wiitie aa $1.073 : 
- Labour charged to operating expenses.........-..-0 cee eeees $280,749.000 
939 Number of hours worked 2... .4.2 6-8 eee ea ce ee 170,187,536 
BE A VORALC TOUTIY ST AUG 6 sill lot ba ieiele bv eel bince tee! ee $0.661 


Hows worked *in' 1948 at) the: 1989 average rate 360. vee ce eee $173,008,000: 


MMIC OAS O Rm Gein Coie ack sy ee bcs ghee in weet fae beatae Pe yleielieie ae diet gol Wie .$107,741,000—62 .28% 


- Since 1939 the average annual compensation per employee has increased from 
_ $1,566 to $2,750, or 76 per cent. 

_ The increased material costs reflected by the above chart are based upon 
ve prize ee Tt will be informative to oa ih aa PEP prices paid at the 


Bieials au) by the railway, ViZ.: 
% Increase 


December December December 1947 1948 

1939 1947 1948 over over 

ay Unit Price Price Price 1939 1939 
PE AOLE WOOG Ts es on yay alee ie ea each $ 0.59. Sh d30 SL cb1 128-8 155-9 
Bree para WOOd 8. Ue. ae Ka each 0.72 1.45. 1.67 101-4 131-9 
NRT S Re Sliere ts Wait Nate ele eS ae eg grosston 47.52 71.37 77.41 50-2 62.9 
‘oal, for locomotives: so... co. 404 0: on 4.09 7.50 8.56 83-4 109-3 
xles, RMOTRNEC GAT Wie. 2), oi. ogee emis cwt. 4.21. 5.67 6.32 34-7 50-1 
Ouplers, freight cars ............ each 70.47 110.81 120.96 57-2 71-6 
maucel castings:.....0...-. Pe coe UR aie eo. 11.07 18.79 19.87 69-7 79-5 
Ptreel plates, Hrebox) . 0.6. lye. as cwt. 3.10 4.54 5.18 46-5 67-1 
Merten = OCOMOLIVEL) <u cee sw ele cewt. 5.83 8'. 86 9.50 52-0 63-0 
MOCO orl oe mfbm 29.00. 68 .50 55.00 136-2 89:-7 

‘ar IRONS at Pek kde wares mfbm 33).00 117 ..00 137.00 254-5 315-2 
meer Lim ber. 2s. Ree EEO Ci, mfbm 18.00 62 .00 75.00: 244-4 316-7 
MN POLES! Ci cas Goo a Se bu cewt. 5.24 7.29 7.83 39-1 49-4 
MEGA a) Mc cauiate aye INT Jy 5 each 158 . 44 264. 60 309. 58) 67-0 95. 4 
Meter ACTIONS htt ech ele dee ek each 0.23 0.28 0.31 21-7 34-8 
peraeck spikes ..... >. RUN Penta ENC ate ewt. 3.30 4.70 5.08 40-3 51-6 
UO Ae eshte tua Raigannas USN, "EY cal each 197.21 277 .83: 324 .00 40-9 64-3 


! The average cost of all materials charged to operating expenses in 1948 was 
- 16-84 per cent higher than in 1947; 75-19 per cent higher than in 1939. The 
purchase cost of coal alone was $18, 255,000 in 1939, $56,112,000 in 1947, 
_ $60, 871,000 in 1948. There were, of course, fluctuations in consumption as 
_ between the years, but if the 1948 requirements had been purchased at the 
_ average price for 1939 the 1948 coal bill would have been $29,368,000, or about 
q $31 millions less than it was. 

__. It was considered desirable to deal at some length with these matters in order 
: to bring out the disequilibrium which exists between the return on service 
: rendered and the cost of providing that service. 


PASSENGER REVENUES in 1948 amounted to $41,562,141, representing 8-5 per 
ent of total operating revenues. This was a decrease of $1 455,548 or 3-4 per 
cent from 1947, and 40 per cent below the peak year of 1944. Whilst ordinary 
-affie continued: to decline, there was an increase in the number of immigrants 
nd displaced persons carried, an upward adjustment of week-end and other 
educed fares, and increased revenue resulting from higher fares authorized by 
he Interstate Commerce Commission in the United States, which were extended 
to related traffic in Canada. There was again a heavy tourist business. 

Express REevENvES amounted to $23,410,761, the highest on record and’ 
eing an increase of $2,158,977 or 10-2 per cent over 1947. About 44 per cent of 


and September 15. The total number of shipments handled was 21,461,807, an 
increase of 4-4 per cent over 1947. 
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TELEGRAPH REVENUES were $7,885,347, an increase of $183,927 or 2-39 per 
cent over 1947. A decline in message traffic with the United States, due principally | 
to trade restrictions, was offset by increases in other branches of the business. 

OPERATING EXPENSES in 1948 totalled $464,739,970, an increase over 1947 of | 
$67,617,363, attributable principally to increased wage rates, vacation mee 
and higher material prices. 

After protracted negotiations before Boards of Conciliation in respedt of 
applications by employees’ organizations in Canada for a wage increase of | 
thirty-five cents per hour jurisdiction in the dispute was assumed by the Depart- | 
ment of Labour, resulting in a settlement being concluded on the basis of seven- | 
teen cents per hour as from March 1, 1948. This increase was extended. to | 
employees not covered by wage agreements. The resultant increased charge to _ 
operating expenses for the ten months was $33,000,000. Increased vacation | 
allowances for certain employees added $2,400,000, and wage adjustments on the | 
United States lines of the System $3,700,000, producing a total increased labour | 
cost for the year of $39,100,000. For a full year the cost of the changes in wages | 
and working conditions which took place in 1948 would amount to $47,257,000. 

The average number of employees throughout the year was 111,072, and their — 
total compensation amounted to $305,3897,747. Pension costs for the year were 
$10,386,893. 

Material prices continued to advance and the resultant increase in Ane | 
expenses was $20,906,000. Depreciation on rolling stock amounted to $17,834,783, 
an increase of $913,854 due solely to the acquisition of additional equipment: 
Eight million dollars was taken from the Deferred Maintenance Reserve and 
credited to expenses, the amount remaining in this reserve at the end of the year 
being $17,000,000. Flood damage in Western Canada was responsible for 
additional expense of $2,419,000. A considerable amount of rehabilitation work 
remains to be done, so that there will be further expense on this account. 


OPERATING PERFORMANCE. As indicated by the statistical data given on 
page 27 heavy demands were again made on the railway organization to meet. 
the continuing high traffic volume. Freight trains operated about 45 million 
miles, and the tonnage movement exceeded 35,856 million net ton-miles. 

Net OPERATING REVENUE (revenues less expenses) was $26,529,000. In 1947, 
with $53,000,000 less revenue, net earnings were $14,000,000 more. The following 
_ table shows how the net operating revenues for the two years divided as between 

the Canadian and United States lines of the System: 


: Canada United States System 
A ee ua anes EUAN WU Ne ty nem mh $14,523,939 $12,006,041 $26,529,980 
BLEW hCG) Ie Seman UD tate see Sal AE NE 30,403,329 10,672,044 41,075,373 
Increase or Decrease ............ $15,879,390 $ 1,333,997 © $14,545,393 


Taxes increased by $431,308 to a total of $10,318,631. 

EquipMENT Rents (largely hire of freight cars) decreased by $1,326,402, 
reflecting a larger ownership of freight equipment and the expeditious return of 
the cars of other roads. 

Hore Opreratinc Prorir decreased by $375,545. Increased operating 
revenues of $567,911, due principally to higher rates for rooms and meals, were 
not sufficient to offset the increase of $943,456 in operating expenses. 

INTEREST ON Bonps held by the public decreased by $619,092 und interest — 
due the government increased by $1,624,598; the net increase being $1,005,506. 


Tue Net Income Dericir for the year was $33,532,741. 


RAILWAYS AND SHIPPING 13 


CAPITAL EXPENDITURES 


- Capital expenditures during 1948 amounted to $64,989,132, details of which 
are shown on page 20. 

The cost of new equipment was $49,184,949. The most impor tant items were 
34 diesel-electric locomotives, 6,606 freight cars, 28 first-class coaches, 10 baggage 
_ cars, 10 mail and express cars, 50 express refrigerator cars, 28 work cars, one tug 
and one barge. Included in this expenditure also are 56 sleeping cars, in service 
on certain lines of the System in Canada and the United States, which were 
_ purchased from the Pullman Company at depreciated values. 

: New equipment, on order, delivery of which is expected in 1949, will cost 

about $38,195,000. This includes 20 diesel-electric locomotives, 3,499 freight 

Wcars, 25 first- class coaches, 20 sleeping cars, 50 baggage cars and 50 express 

_ refrigerator cars, representing the balance of the 1948 program, and 18 diesel- 
pectric locomotives and 68 refrigerator cars, being the balance of the 1947 
_ program. 

_ Additions and betterments to equipment included the rebuilding of eight 

~ compartment- observation cars and nine standard sleeping cars. These cars were 
modernized and the accommodations changed to meet pr esent day requirements. 
_ The work of rebuilding twelve additional “standard sleepers is in progress, and 
the 1949 program contemplates the rebuilding of eleven more compartment- 
_ observation cars. All of this work is being done in the Company’s shops. 

s Construction of the International Aviation Building adjoining the Montreal 

Central Station is nearing completion, and it should be ready for occupancy in 

July, 1949. 

The branch line in Quebec from Barraute northerly towards Kiask Falls has 
been built to Mile 39-2 and was placed in operation on February 28, 1949. In 
_ 1949 it is proposed to complete station buildings and enginehouse facilities, and to 
_ install additional ballast on the line, 


i et 
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FINANCE 


The capital debt of the Railway increased $72,397,373 during the year. 
- Details are given on page 22. The increase is due to the financing of new equip- 
_ ment purchases, the 1947 capital budget, and additional working capital. 


GENERAL 


| A noteworthy feature of the 1948 operations was the introduction of multi- 
ple- unit diesel-electric locomotives in freight service between Montreal and 

; Toronto, It is hoped to obtain further power of this kind in 1949. Its use on 
certain sections of the system offers substantial advantage and economy. The 
use of diesel-electric switchers, already firmly established in yard service, was 
fended. 

| The new steamship “Prince George” entered the service between Vancouver, 
Prince Rupert and Alaska on June 10th. The vessel proved satisfactory in every 
way, and was popular with the passengers. It will be of great assistance in pro- 
_ moting tourist traffic in the coastal area. 

The Department of Research and Development continued its active role in 
Phe field of industrial expansion. There have been a number of inquiries from 

British firms seeking to establish plants in Canada, following some relaxation of 

f the restrictions on the release of capital for such purpose. 

+The Company’s Department of Colonization and Agriculture played its part 

/ the immigration program of the year. Some 125,000 persons entered Canada 

in 1948. 
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Land sales totalling over a million dollars were made during the year. This 
included 28,000 acres of prairie lands and a large amount of miscellaneous | 


inactive railway property. 


On December 29, 1948, a Royal Commission was appointed to inquire into — 
and report upon the general subject of transportation in Canada. The officers of — 


the Company will render every assistance to the Commission in this important © 


investigation. 
Record is made with regret of the death on February 8, 1949, of Mr. J. F. 


Pringle, Vice-President:of the Central Region of the System, a ‘capable and valued — 


officer who had had a distinguished career with the Railway. 

The directors pay tribute to the fine service rendered by officers and 
employees during a year which made unusual demands upon them. 

I may say, gentlemen, that we are not very proud of the financial results 


as indicated in the report. We regret and deplore these losses, but we have no — 


apology to make for them. The people of Canada get the cheapest railway 


transportation in the world, notwithstanding the very difficult conditions under — 


which we operate. If the railways of Canada are not permitted to charge 
adequate rates to enable them to provide that service without loss then deficits 
will result, and the people of Canada will have to pay those deficits in some 
other way; that is through taxation. There is no other solution. 


The CuarrMAN: Gentlemen, in other years it has been our practice to take — 


up the report page by page. 

Mr. Vaucuan: I think it is now in order to turn to Mr. Cooper, who will 
read the financial report. 

The CHairMAN: Yes. Are there any questions itch you would like to 
ask Mr. Vaughan? 

Mr. Rem: Yes. I have one or two particular questions I would like to ask 
the president. Mr. Vaughan will remember, no doubt, that last year I asked 
him if his company had been taking note of the new, modern, streamlined fast 


trains that were being put into operation in the United States. I am particularly 


interested in the new engines and trains which are being operated on the Great 


Northern between Vancouver and Seattle, and I am also interested in the fast. : 


trains which are operating into and out of Toronto over the United States lines. 
My question today is as follows: Have you or any of your officials looked into 


the point as to whether traffic has increased on the United States lines because | 


of that new equipment? 
Mr. VauGHAN: We have tried to get as much information as we could about 


that, Mr. Reid, we know that particular train picked up a lot of traffic. From 4 


the reports we get is that it is difficult to tell whether or not the other trains of 
the Great Northern have been affected by loss of traffic. Probably some of 
them have been. It has been the general experience in the United States that 
these fast streamlined trains have brought back to the railways some of the 
traffic they had lost to the highways. Over there the siuation is enirely different 
from what we have in that they have a greater number of cities with large 


populations where they can put these streamlined trains into use and thereby. i 


meet the competition of the highways. 


Mr. Rep: I know they have. I am seriously concerned about the cost of q 
operating your trains. You show your general train cost figure there, but I 


would like to know whether really you are making money where the cost has 


dropped to that amount. <A lot of people travel in the day coach, as I do on 


occasion. I am not finding fault with that, but sometimes I think it would be a 
good thing for you and others associated “with you to travel in ordinary a 
coaches and find out what the public are thinking. 

Mr. Vaucuan: I do that very frequently. 

Mr. Rew: I am speaking at the moment particularly about high-cost meals. 


~~ 
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im . Mr. VAUGHAN: The cost of providing that service has been increasing right 

along. Our dining car service is operated at a very serious loss to the railway, 

i as is the case with nearly all dining car services on railway lines in the United 

“States. I believe there are only one or two railways in the United States which 

show a profit on their dining car service, but I would say that 95 per cent of 

them show a loss on that service. I think the C.P.R. also is showing a loss on 
its dining car service. So we are really not charging the public what it costs 
us to give the service. 

__Mr. Pouzior: Mr. Vaughan, I wonder if you could tell me this: is there a 

profit on the dining car service where the sale of liquor is permitted; is there a 

profit where liquor is sold? 

. Mr. VAucHAN: In some cases, yes. 

_. Mr. Povuzror: But you are not allowed to do that on your railway? 

7 Mr. VaucHan: On some parts of our service we are able to sell beer and 
_ wine. On other parts, we are not, 

Mr. Povtior: I did not want to interfere with Mr. Reid’s question, but I 

thought T should ask that. 

Mr. Wauton: I have some figures here which may be of interest to Mr. 
Reid and the committee: Breakfast on the train cost $1 back in 1939 and now 
-a similar breakfast costs $1.50; a luncheon which then cost $1.00 is now $1.75; 
and. a dinner which cost $1.25 in 1939 now costs $2.00. There are some other 
prices but those are typical cf the three principal meals per day; and in spite 
of that, in spite of these increases in the price of meals to the public, we are 

losing money on our dining cars. 

i Mr. Nicuotson: I wonder if you could tell me how your costs worked out 

in 1939 as compared to the present. time; was there a ereater loss then? 

Mr. Watton: The cost of providing meals in 1939 was $1.23; and, using 
the same items in calculation at the end of 1948 the cost was $1. 86 ; that. is 

$1 23 as compared with $1.86. 

Hon. Mr. Cuevrrer: Mr. Walton, I wonder if you would put on the record 
the total receipts and expenses shown in your report here—1948 as compared with 
11939. I think that tells the story. 

q Mr. Nicuotson: Would you please complete those figures? 

a Mr. Watton: That figure of $1.23 in 1939 compares with the figure $1.86 

at the end of 1948. That is the average cost of providing all meals. We do not 

separate the cost as to meals. 

' Mr. Murcu: I wonder if Mr. Walton could tell the committee to what 

that rise in cost is due? Is it due to the fact that proportionately more people 

_are eating meals at increased prices? I know fewer people are traveling; but 

I was wondering if there are more people eating snacks or bringing their own 

lunches with them rather than pay the higher unit costs now being charged for 
“meals. Would the cost in part be due to that, or to the fact that fewer people 
are eating in dining cars? 

a _. Mr. Watton: I suppose it would be difficult to say definitely how much of 

the trend is due to the increased prices; but our people in charge of the dining 

“ear department feel at the moment that the prices are high, but not so high 

seriously to drive people away from the dining cars. 

Mr. Murcu: I wonder if we could have the number of meals served. For 

instance, take lunches— 


Mr. VaucHan: You want to get the ‘number of meals served? 
Mr. Locxuart: And what are they paying for similar meals across the line? 
_Mr. Watton: a you mean the same ‘ais in poakeuatisaet a with certain 
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ease. There are three prices usually in connection with each meal and that | 
allows some variety in choice. i 
Mr. Locxuart: A couple of years ago we were given certain information | 
about things like snack-bar cars and the possibility of some of the present stock | 
being remodelled, made over for that purpose. Has anything ever been done | 
about that, Mr. Vaughan? i 
Mr. VaucHan: We have not done anything about the snack-bar car. We | 
have some of the café cars in operation on some lines now. j 
Mr. LocxHart: Where are they operating? You do not have thea on J 
the main lines. | 
Mr. Watton: We have some of them operating in the summertime between | 
Toronto and Muskoka, and there have been some operating on the Montreal 
to Boston run, jointly with the Boston & Maine. : 
Mr. Lockuart: My question is this: Has any thought ever been given to 
the system used on American railways where they have meals at about three | 
different prices which are offered in the diners? For instance, when you are | 
traveling on the New York Central you have that opportunity. If you don’t | 
want a $2 meal you can get a $1.35 meal; and you can go and order a la carte | 
on the trains. I am only passing on what people say when they come to me. q 
They say to me: you do. not get anything when you order a la carte. This is” 
from comments of the kind I am receiving all the time. What I want to nea | 
is this: Has any thought ever been given to the suggestion that perhaps you ) 
should have three varieties of meals that could be supplied, let us say at $1, 
$1.35 and $2. 
Mr. Watton: Actually there are three prices at the present time, with | 
breakfast starting as low as 75 cents. 
Mr. Locxuart: I am speaking more particularly of dinners. 


Mr. WALTON: ny run all the way from $1.75 and $2 to the steak dinner | 
for $3. 


Mr. Rei: Following up what Mr. Lockhart has said, even when you order | 
ala carte you do not get anything for your money. For instance, not long ago | 
I went into the diner and ordered a la carte. I had some ham and eggs. They | 
cost me $1.65. I cannot understand why the price should be that high. Just 
imagine having to pay $1.65 for ham and eggs, which are not included on the 
menu. The next day I ordered two muffins and a cup of coffee and an orange. 
That cost me 70 cents. People can’t afford to pay such prices, and yet you 
say you are trying to encourage traffic and travel. These things enter directly | 
into the question of travel. The price of food is important, and I am wondering — 
if your officials are really going into this matter and studying it, trying to get © 
prices down; or whether they are just planning to keep this up and charge all 
the public will pay for the service they have to offer. 4 

Mr. McCvuuiocw: You will pay more in the hotels than you do on the — 
railways; a dinner usually costs you $2.50. > | 

Mr. Hazen: And the way it works out is that the more meals you serve | 
on your dining car service the more you lose? 4 


Mr. Watton: The more meals we serve, the greater our loss. 


Mr. Rem: I am wondering whether it would not be better just to have | 
snack bars to serve people travelling between cities. It seems to me that the | 
health of people would be better if they did not eat too much, particularly — 
when they are travelling on trains. 4 

Mr. VaucHan: The manager of our. sleeping and eae car service is 
continually studying this service, not only from the standpoint of asserting — 
what the public want but also by ‘travelling on other railroads and seeing what — 
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ey are doing. We are constantly endeavoring to improve our service. At 
the moment, however, we cannot see that we can improve the situation very 
much without adding to our costs. 

_ Mr. Mourcu: There is something in what Mr. Reid has said, that the 
average dining car serves too much food per meal. I know members of the 
_ committee will say it is a most unusual complaint to come from me because 
_I am a very hearty eater. But that is a point worth considering—that meals 
on the dining cars are much more substantial than they need to be, and that 
a good many people would get along quite well on a little better than half 
of what is being served as a meal at the present time. I know on occasion 
_I have had the steak dinner on the train at $3, and half of what they serve 
would have been adequate for the ordinary person anyway, and I would venture 
the observation that about half of what is served on the average meal on the 
dining car is just thrown out. 


Mr. Vaucuan: It is very difficult to arrive at a satisfactory average when 
serving meals. We have to plan our service to suit the public and we try 
to. arrive at a meal which will be satisfactory to everybody; and that is a very 
difficult thing to do. ey 
a _ Mr. Rem: I am just wondering why the snack-bar car has not been 
developed and used. 

4 _ Mr. VaucHan: We have studied the matter very carefully and some time 
- ago the manager of our sleeping and dining car department, after having gone 
into it carefully with all concerned, came to the conclusion that it would not be 
feasible on our line. | : 
Mr. McCuutocu: And, of course, your wages and salaries have increased 
for that service. 


# 
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Mr. VaucuHAn: It is the cost of the service that gives us concern. We have 
gone into it very carefully. There is always room for improvement. We do 
not say that anything is perfect and cannot be improved. 

: Mr. Rem: There is another question which I have in mind which I would 
like to ask and that relates to the cost of sleeping car accommodation. A lower 
berth costs me $24 to come to Ottawa. 

4 Mr. VaueHan: And, of course, you use that by day too. 


i Mr. Rep: I know. When a passenger pays his fare he is entitled to sit 
in the train, in the day coach. Travelling the other way is costing him a 
certain amount of money. For the use he makes of a berth at night you charge 
him more than if he had to stay at a hotel. You can stay at the Chateau 
Laurier for $6 a day. | 

4 Mr. VaucHuan: These services cannot be provided without expense, and 
_we think our losses are big enough at the present time without reducing our 
_ charges. 

4 Mr. Rei: I am thinking of encouraging travel. : 

4 Mr. VaucHAN: We are thinking of that also, and we have done a lot to 
- encourage trade and travel; and our rates, of course, are standard rates with 
other lines. 


Mr. Grsson: Are you losing money on the sleeping car service now? 
, Mr. VaucHan: We are not making money. 

Mr. Gisson: What are your losses? 

The CHatrMAn: They are set out in the report. 
x Mr. Cooper: I think you asked as to what the result of operation of the 
dining car service was in 1948 as compared with 1939. In 1939 the revenues 
_ were $798,000 and after deducting expenses the loss was $401,000; the 1948 
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revenues were $2, 920,000, and the loss was $1,387, 000.. For sleeping car | 
services, our revenues in 1948 were $3,161,000, and our operating expenses | 
were $2, 539,000. | 


Mr. NIcHOLSON: itave you got the 1939 fguke there? | 
Mr. Cooprer: For 1939, for sleepers, the revenue was $1,118,000, and the | 
expenses were $796,000. | 


Mr. VaucHan: How much have you got in there for interest, ee 
of equipment, and so on? | 


Mr. Cooper: There is nothing included for such factors. 


Mr. Hazen: I think you told us that you have never figured out exactly 
what you have made or lost on the dining car service? 


Mr. Cooper: What I have given you in both cases is what we call the 
inside revenue and the inside expense. The cost of hauling the cars and the | 
cost of repairing the cars, including’ interest and depreciation, is not included | 
in the figures. If we were to charge these other items to each of the different | 
services and also to report them in the maintenance, interest, and depreciation 
accounts, we would be giving the cost twice over. 


Mr. Grsson: I wonder if you could give us the figures for Trans-Canada Air | 
Lines to show how their service compares with your dining car service. | 
Mr. Cooper: You want to know what meals cost on Trans-Canada Air Lines? | 
Mr. Gisson: And how it compares, how much less it would be than the $1.86 | 
ot for the average meal on your dining car service. I understand it 1s | 
ess 
Mr. Cooper: Yes, I think it is, but they do not give the same kind of mente | 
which you get in the dining cars, not by any means. 


Mr. Rew: That is just the point. They give you plenty and it is a nice | 
meal. I have not had any complaints about their meals. | 


Mr. LockHart: There is just one little general observation I would like to : 
make before I go. Mr. Vaughan knows that I am a bit critical in comparing | 
lines across the border with our own. | 


Mr. VAUGHAN: Yes. 


Mr. Lockuart: There are just two things I want to deal with, relating 
very directly to the line which I travel frequently, coming up across the border | 
from the States. As is well known, I travel the railroads quite regularly, every | 
week-end as a matter of fact, and I go down to the States a great deal. The first | 
thing with which I want to deal, Mr. Chairman, is the question of meals; and I 
want to point this out to Mr. Vaughan and his officials, that people travelling to | 
points like Pittsburgh and New York, and other points in the United States, are 
not using the a la carte service for the reason that the cost is so high, the ultimate 
cost of the meal a la carte will be a couple of dollars or more. However, imme- 
diately across the line you can get a good meal anywhere from $1.10 to $1. 15. or 
$1.20, you can get all the food you require. One might say, the meal is styled | 
to suit the purse. | 

Now, the second thing which I wish to bring to your attention is this, that | 
people continue to talk about the old, antiquated pieces of equipment which are | 
used on this line. Despite the fact that you have good equipment on these trains | 
that good equipment is not open to the travelling public; they have to use the old_ 
antiquated dilapidated equipment. The American people on those trains do not. 
understand that sort of thing. I want to give you the results of a conversation I 
had with two men, one of whom was from Pittsburgh and the other from Schenec- | 
tady, who were travelling to Montreal. You had a fairly good coach on that 
train, but your officials would not let anyone in that reconditioned coach at the 
back. The passengers rode in those old cars, equipped with what might be called 
slat board seats. They rode to Toronto in those seats and then went into the 
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streamlined train to Montreal. The Americans were grouching and kicking like 
everything about it. I have some of the car numbers with me. No. 3544, a car 
at the back of that train, was completely shut off. It was a very comfortable 
- reconditioned car, painted up nicely and well equipped. The other cars, 4202 
and 5092, were abominable. 

a Mr. VaugHan: Was there any reason given for the refusal which you men- 
i tioned? 

oe Mr. Lockuart: No, but it was said the coach was being cut off at Hamilton. 
i _ That reason was given by the trainman. 


oy 


: Mr. Vaughan, that is the type of thing which I want to bring to your atten- 

tion and to the attention of officials. I have complained about it every 
Sear. My first point is the suggestion by travellers that they should be able to 
get three different types of meals, perhaps from $1.10 to $2.00 depending on the 
_ amount of food desired. The second complaint is about the awful equipment run- 
ning between Toronto and the United States border points. 


, Mr. VauGHAN: We will go into those things. I was down in the United Siaies 
last week myself and I rode on a number of coaches and dining cars but I could 
not find any of those cheap meals. It seemed, in fact, that the meals were more 
expensive than they are in Canada and the condition of some of the coaches was 
_ deplorable. 

f Mr. Watton: J have the numbers which you gave and we will check into the 
matter, Mr. Lockhart. | 
‘ Mr. Locxuart: The first car, 3544 was reconditioned, in good shape, nicely 
painted and upholstered. It was not air-conditioned, though. The other two 
cars, numbers 4202 and 5092 were the ones about which the Americans com- 
plained. They asked ‘‘why in the world—” they used even stronger language— 
and wanted to know why in hell they could not go back and sit in a decent, 
coach instead of being forced to sit in the old plush-covered seats. 


Mr. VaucHAN: You may have noted from our reports that in recent years 
we have been ordering all of the equipment we could get with reasonable 
deliveries. The situation has been improving and it will improve still further. 
We have a large amount of passenger equipment on order and, as you know, 
during the war the building of passenger equipment was prohibited and we 

could not get any. 


Mr. Watton: The only reason I can think of for prohibiting the use of the 

good ear, Mr. Lockhart, is that the car may have been going west to Hamilton 

and the other two to Toronto. However, we have a note of the numbers and 
we will find out what the answer is. 


Mr. Pounior: While we are on the subject of sleeping cars I would like 
to report the sleeping car “St. Jerome”. I have had a berth on that car a few 
times and the separation board between the berths rattled so much that the 
porter and to use a towel to wedge it firmly. In addition, the snaps on the 
curtains were put on wrongly. The snaps on one curtain did not. correspond 
with the snaps on the other curtain and there was a bulge in the curtain as a 
result: The air-condition apparatus was not working properly because it was 
impossible to close it. I have suffered other discomforts in that car and, as a 
matter of fact, I did report it. I do not know whether you received my report. 
Mr. Watton: That car has been reported aud has come off the run and is 
being repaired. 


Mr. Povuuiot: Thank you. I will ask Mr. Vaughan another question. Why 
are the sleeping cars west of Montreal so much superior to those running between 
Montreal and Halifax? 

Mr. VaucHAN: Are you sure that is correct, Mr. Pouliot? 
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. Mr. Povtior: I know what the situation is. I haye not traveled very far 
west lately but I have traveled between Montreal and Toronto and the berths © 
on those trains are much superior to the berths on the trains running east of | 
Montreal. j 

Mr. McCuttocu: You cannot get much better cars than those on the Ocean j 
Limited. | 
Mr. Poursot: There is a noticeable difference between the equipment. 
Mr. VaucHan: We are improving those sleepers. j 
Mr. Pouuior: I am wondering whether the difference lies in the fact that ] 
there is no competition east of Montreal? 4 
Mr. VaucHan: That has nothing to do with it. We do not bncek our | 
non-competitive lines that way. q 
Mr. Povuior: I hope not. The next time I have reason to Ss I will 4 
write to you direct and I am sure the car will be repaired in a shorter time. — 
Mr. Watton: The car is already in the shop for repairs. | 
It may be worth mentioning in passing that’ the Ocean Limited which | 
runs through your territory is the only all-sleeper train which we run. | 
Mr. Povutior: I know, but where there are sleeping cars on a train with 4 
passenger coaches there should be no difference in the equipment. Those who | 
buy a ticket for a berth are entitled to sleep as well on the Scotia as on the | 
Limited. It is not sufficient that the difference should be because there are | 
only sleeping cars on the one train. ) 
Mr. VaucHan: We are putting our coaches through the shops as quickly. 4 
as possible so that they may be put in good condition. During the war they | 
received hard service and as yet we have not been able to re-shop all of them. | 
Mr. Emmerson: How many of the new type sleepers have been delivered to | 
to the railway? | 
Mr. VaucHan: Have you reference to cars which we are rebuilding in our own | 
shops? 4 
Mr. Emmerson: I am referring to what they call new models. 
Mr. Watton: | think I have a note of that. Yes, 17 cars. | 
Mr. Vaucuan: We have a number of roomette cars on order. They have ( 
been on order for two years but they will not be out until next fall. ‘ 

Mr. Emmerson: There were some delivered. 

Mr. Watton: We put them in service first on the continental run. 
Mr. Emmerson: There are none east of Montreal? 

Mr. Watton: No. — 

Mr. Emmerson: They all go west of UES! 

Mr. Watton: Yes. 


Mr. McCuttocu: Some time ago the miners in Nova Scotia were granted 
an increase in pay of 50 cents per day. The Acadia Coal Company is the com- | 


price of coal to the Canadian National Railways by 25 cents per ton. Since 
then the Canadian National Railways have not been taking any coal. There | 
are 1,200 miners around Stellarton and district. They have only worked two — 
days a week since the 1st of March, the date of the raise. The other mines are | 
selling coal to the Canadian National Railways at the old price but I understane 
that those companies did not pay the increase of 50 cents per day. a 

The price of coal from the Dominion Coal Company in 1939 was $4.49 | 
per ton. Now the company wants $7.80 plus 25 cents. I am just vonderae 
if there is not’ some system which could be arranged to have the Acadia Coal 
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Company start supplying coal to the Canadian National Railways even if 
_ they thad to do so at the old price. I understand that the Canadian National 
_ Railway. will take the coal if it is sold at the old price? 
o Mr. VaucuHan: Our business in the Atlantic region is less than it was a year 
ago. In the summer months we build up stocks of coal so that we will have it 
available in the winter months. There is as a rule a big demand by other 
customers for coal in the winter. Not having the same amount of business 
we found that we had an extraordinarily large amount of coal in stock and 
_we have been reducing that stock. It has meant smaller orders to the mines. 
In addition, there is the difference in price and we felt that we should not be 
asked to pay higher prices. Every increase given to the men has been passed 
_on to the railways and in some cases the increase in price exceeded the increase 
-in wages. The Alberta operators have recently paid an increase in wages but 
they continue to supply us with coal at the old price and in some cases we 
have received a reduction. The price of coal in the United States is beginning 
_to come down and we do not feel justified in paying more money than we have in 
the past to this company, the Acadia Coal Company. They advanced the price 
of coal from $4.45 in 1939 to $7.55 in 1947. 
| Mr. McCutuocu: They advanced it to $7.80. 
Mr. VaucHan: In 1944 it was $6.07; in 1945 it was $6.40; and in 1947 
it was $7.50. It has been going up and up and up. Coal has gone so high in 
price that we cannot afford to pay more. 

_Mr. McCutxocu: It does seem too bad that 1,200 miners are going to 
suffer for the sake of 25 cents a ton. 


’ Mr. VaucHan: One reason that we have not been taking the usual quantity 
of coal is that we do not need it. 


| Mr. McCutiocu: I understand that the railway would take it at the old 
price? 
Mr. VaucHan: That would be some incentive at least. 


4 Mr. Poutior: What arrangements have you made with Newfoundland about 
the railway? 

7 Mr. VaucHan: Newfoundland has not yet come into our system, Mr. Pouliot, 
but we will have to carry out whatever arrangement is made by the government 
and we will know of that arrangement when we receive the order in council. 


Mr. Pouuior: Have you been to Newfoundland to inspect the railway? 


Mr. VaucHan: I have not been there myself but we have sent a number 
of our officials, a number of our vice-presidents, and heads of departments to 
Newfoundland. I will go there in due course. We have been sizing up the 
‘situation so that we will have some knowledge of conditions when the line is 
turned over to us on April 1. As yet we have taken no part in the management. 


) Mr. Pouuior: Who owns the Newfoundland Railway? 
j Mr. VaucHan: The Newfoundland Government. 


Mr. McCuuiocu: I have another question. Trains go three times a week 
trom Sunnybrae to Ferrona Junction. There are 60 men who work in the 
‘steel plants in New Glasgow and they claim that when the line was taken 
over by the government they were promised a daily train. All they want is 
a jitney train out of Ferrona Junction, going to Hopewell. That train could 
call at Sunnybrae,, Bridgeville, and Springville and it would take care of 
those 60 men. I do not think it would be a very expensive matter to put on 
a jitney service to cover the days of the week when no trains run under the 
‘present system. | 

_ Mr. Vaucuan: I suppose, however, that in the summertime they would 


not use the railway anyway. 
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Mr: McCuLiocu: If they ane nok you could stop the service. . have told | 
them that. 

Mr. Wauton: Mr. McCulloch spoke to me about this matter before the 
meeting and I will look into it. 

‘Mr. Vaucuan: Have you finished with your questions about Newfoundland, | 
Mr. Pouliot? | 

Mr. Pouttor: No, but I was glad to interrupt my questions for the con-_ 
venience of Mr. McCulloch. 

Will the Newfoundland railway be self-supporting with respect to the — 
matter of coal? Will you be able to obtain sufficient coal from Newfoundland | 
to supply the railway, or will you have to import it? : 
Mr. VaucHan: Coal for the Newfoundland Railway is supplied at present 
from Sydney. 

Mr. Poutior: Oh yes, and I suppose that will be continued. 

Mr. McCuuutocu: There is no coal in Newfoundland. 

Mr. VaucHan: No, there is not. 
Mr. Povuutor: Has the Canadian National Railway had a report on the 
Newfoundland Railway? 

Mr. VaucHan:. We have had a report. 

Mr. Pouutot: You have? 

Mr. VauGHAN: Yes. . 

Mr. Povuior: And although the final take-over has not been made the 
situation has been studied by the Canadian National Railway officials? _ 

Mr. VaucHaN: The matter has been carefully studied by heads of depart- — 
ments, : | 
Mr. Poutior: And you have had full reports? 

Mr. VaucHAN: Yes. 

Mr. Poutior: Have you made any study of the Temiscouata Railway? 
Mr. Vaucuan: Yes, I have had many studies made of it. 

- Mr. Pouniot: And heretare you are familiar with the situation? 

Mr. VauGHAN: Yes, sir. 
Mr. Povttot: And you are well disposed towards that railway and. you are | 
trying to do the best you can? | 
. Mr. Vaucuan: We have done everything which we can do to assist that | 
company by adjusting divisions and by per diem allowances, 

Mr. Pouuior: And you have done that in the public interest? 

Mr: VAUGHAN: Yes. 

Mr. Pouuior: Mr. Vaughan, there is no definite conclusion which ean be © 
formed as a result of the studies you have made about that Temiscouata — 
railway? | 

Mr. VaucHan: There is a definite conclusion which can be aes Mr. 
Pouliot. The Canadian National Railways has represented to the government. | 
that it would increase the cost of operation to the Canadian National Railways. ; 
by a considerable amount if the line were acquired and purely from the stand- — 
point of the Canadian National Railways it could not be justified. I think you — 
must realize that these losses which we show are of a great concern to us and — 
we are not in favour of anything that is going to increase them. 4 


Mr. Povuutor: Yes, I know, and I do not wish you to be too concerned about 
anything. On the other hand, according to the reports you have on the New- 
foundland Railway, does it show a profit at the present time? | 


Mr. VaucHan: No, sir, it does not. 


gee CON LR Sats hcn . rence 
‘ae Mi a eN a a | ; 
ay ; : - d 


- RAILWAYS AND SHIPPING 23 


a ver Pouior: What is the approximate loss? 
| Mr. Vaucuan: Between $1,500,000 and $2,000,000 a year and the loss will 
be ‘still ereater when Canadian wage rates are applied. 
a Mr. Pouutor: Will you have some repairs to make on this railway when 
_ you take it over? 
| Mr, VAucHAN: We have not surveyed the roadbed sufficiently to know, and 
_ we will have to wait until the snow goes. ~ 

Mr. Pouuior: What is the length of the railway. 

Mr. VaucHAN: It is approximately 500 miles. 

Hon. Mr. CHEvRiIpR: 520 miles. 

Mr. Povutrior: The matter is under advisement now? Is it being considered 
by your company? 

: Mr. VaucHuan: Are you referring to the Newfoundland Railway or the 
- Temiscouata Railway? 

Mr. Povuior: I am referring to the Newfoundland Railway. 

Mr. VaucHan: We have not really determined what will have to be done 
there because we have not made a sufficiently careful examination of the line so 
far as the physical conditions of the property are concerned. We shall do that 
as soon as the snow is gone and the weather permits such investigation. 

Mr. Pountor: In the meantime the whole thing will be taken over at the 
time of confederation with Newfoundland. 

Mr. VaucHAan: The Newfoundland Railway comes to us on April Ist. 
After April Ist the manager of the Newfoundland Railway, now in St. Johns, 
will report to the Vice-President of the Canadian National Railways at Moncton 
and the Newfoundland Railway we be operated as a district of our Atlantic 
region. 

Mr. Re: Will the report of the Newfoundland Railway be included next. 
year as part of the report of the Canadian National Railways? 

Hon. Mr. Cuervrier: The agreement between the Canadian government and 
the delegates from Newfoundland provides that the government shall take over 
the Newfoundland Railway and operate it. The government intends to ask the 

“Canadian National Railways, under the authority of the Canadian National 
Railways Act section 19 to operate the Newfoundland system. 

Mr. Pouxior: The final adjustment has not been made. 

Hon. Mr. CueEvrier: No. 

Mr. Pouuior: It will be a matter of discussion, Mr. Chevrier, between 
yourself and the company? 

| Hon. Mr. Cuevrier: I would not say it is a matter of discussion. I think 
- the discussion is over now, the agreement having been signed between Newfound- 
land and Canada as to the ownership of the railway. We take it over as of 
April 1st and I think I am safe in saying that an entrustment order has gone 
- forward from the Cabinet authorizing the Canad?an National Railways to 
operate the Newfoundland Railway as of April Ist. 
Mr. Nicuotson: Is there any commitment to put the Newfoundland Rail- 
- way in as good shape as the Canadian National Railways? 
Hon. Mr. Cuevrier: That is one term of the agreement. We have also 
to pay some of the indebtedness outstanding on the part of the Newfoundland 
Railway and we have agreed to purchase certain new equipment. 
Mr. Pounior: Will these matters be attended to by Order in Council or by 
— Act of parliament? 
Hon. Mr. Cuevrier: There is already an Act of parliament. 


Mr. Poutior: Final adjustment will be made by order in council? 
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Hon. Mr. Cuevrier: The only adjustment is the matter of the entrustment q 


order turning the Newfoundland Railway over to the Canadian National Railway 
for operation and that order has been submitted by the Cabinet. 


Mr. Poutior: Has it been decided upon yet? 

Hon. Mr. Cuevrier: I would think it has. 

Mr. Poutior: But you do not know if it-has been forwarded? 

Hon. Mr. Curvrier: That is the point, but I would imagine it has. 

Mr. Murcu: The entrustment order does not involve any financial adjust- 
ment? 

Hon. Mr. Cuevrirer: I am sorry, I did not hear you, Mr. Mutch. 

Mr. Murcu: The entrustment order does not involve any further adjustment 
either financial or with respect to equipment matters? The government possesses 
the railway as of April 1? 

Hon. Mr. Curvrier: That is right. 

Mr. Murcu: The entrustment order will simply turn over the railway on 
whatever terms have been agreed for administration by the Canadian National 
Railway. 

Hon. Mr. CuHevriger: That is correct. 

Mr. Moors: I understand that the New foundland Railway is a narrow gauge 
railway? 


Mr. VaucHan: That is correct. . 
Mr. Moore: Does the government intend to convert that railway to adael 
gauge? 


Mr. VaucHan: We have not that intention. 


Mr. Reto: A moment ago I asked if for the following year the Newfoundland 
Railway will be shown in the balance sheet separately or just as part and parcel 
of the Canadian National System. 

Mr. VaucHan: I think it will be shown as part and parcel of the Canadian 
National Railway. The Newfoundland Railway will be operated as a district 
of our Atlantic region and the accounts will be embodied in the Canadian 
National Railway accounts. 

Mr. Nicuouson: To return to Mr. Moore’s question regarding the narrow 
gauge, I understand there was a commitment to give sel k ior | service in 
Newfoundland to that given in the Maritime provinces. 

Mr. Vaucuan: I do not think that is quite correct. I think we were to give 


an adequate service; that is, one which was no worse than that given at the 


present time. 


Mr. Nicuotson: But I thought we were to give as good a service as that 
provided to the Maritime provinces. 


Hon. Mr. CuHevrier: The only commitments are those which are set out 
m the agreement and in the appendix to the agreement. I remember having 
said something, during the discussion in the House concerning it, but I have 
just. forgotten the wording of it. 


Mr. Hazen: You said, Mr. Vaughan, that you were not very proud of the 
results of the year’s operations, but that you had no apology to make. 

Mr. VaucuHan: Yes sir. 

Mr. Hazen: J think something was wad to the effect that if the railways 
were not allowed to make proper charges for their services, then these deficits 
would continue and the taxpayers would have to make them up, to pay the 
difference. 


Mr. VauGHAN: Yes sir, that is what I said. 
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‘Mr. Hazen: Nove last year you got an increase of 21 per cent in the freight 


4 rates, as from April 8. How much would that bring in in additional revenue? 


Am I correct in saying that it would be $30,449,000? 

Hon. Mr. Cuevriszr: It is on page 6, I think. 

Mr. Cooper: All the increases brought in approximately $53,670,000, that 
is, for the system. 

Mr. Hazen: Then what do these words mean: ‘The foregoing increases on 
purely Canadian traffic resulted in increased revenues during 1948 of 


$30,442,000?” 


Mr. Cooper: Those are the revenues which resulted from the increase in 
competitive rates and the 21 per cent order. My figure of $53,670,000 was a 


result of all the increases which we received during the year, not only in Canada 


but in the United States as well. | 

Mr. Hazen: Then what does the next line mean: ‘‘Adding the rate increases 
on international and related traffic the gross increase in Canadian lines freight 
revenues for the year, due to rate adjustments, amounted to $44,303,000 or 21-6 
percent.” 

Mr. Cooper: Under the Canadian Board of Transport’s order in the 21 per 
cent freight rate case, we received increases amounting to $28,804,000. 

Now, we also received increases on the international traffic under orders 
which were issued by the United States Interstate Commerce Commission, sup- 
plemented by orders of the Canadian Board of Transport Commissioners. 

Mr. Hazen: And that brought it up to $44,303,000. 

Mr. Cooper: In addition, we increased our competitive rates by 15 per cent 
from September 15; so the three things in combination, the 21 per cent freight 
rate increase, the international rate increases, and the increase in competitive 
rates, aggregated, on the Canadian traffic only $44,303,000. 

Then, the increases on the United States lines amounted to— 

Mr. Hazen: That is, the increase in competitive rates that you are speaking 
of? 

Mr. Cooprr: No, Mr. Hazen. There are three things. The increase under the . 
21 per cent order. This amounted to $28,804,000. Then, in addition, we had the 
increase on the international trafic $13,861,000; and we had an increase with 
respect to the competitive traffic $1,638,000; and these three things, in combina- 
tion, added $44,303,000 to the Canadian lines revenues. Then, in addition, on our 
United States lines, we had increases amounting to $9,367,000. So that, all in 
all, the system received $53,670,000 additional revenue as a result of the freight 


rate increases. 


Mr. Hazen: It says in this statement that the result of this 21 per cent 
increase was to increase Canadian freight revenue, on the Canadian National 


_ system, by an average of 18-2 per cent. 


Mr. Cooper: That is correct. 


Mr. Hazen: Last year, if I remember correctly, I think either you or Mr. 
Vaughan told us that these increases, after all exemptions and specific rates are 


- taken into account, bring about an over-all increase, on all the traffic, of only 
134 per cent. Was that figure wrong, or does it refer to something else? 


Mr. Vaucuan: It was correct with the explanation at that time. 


Mr. Cooper: It was correct in this sense, that if you take the increase result- 
ing from the 21 per cent freight rate orders, and you apply it to all the Canadian 
freight traffic you will get this figure of 13-6 per cent. 

Now, if you take the increase resulting from the 21 per cent order and 


relate it to the Canadian freight traffic, excluding international traffic in Canada, 


you will get this increase of 18-2 per cent. 
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Mr. Hazun: You filed an application, or perhaps I should say that the 
Canadian National Railways filed an application through the Railway Associa- 
tion of Canada, with the Board of Transport Commissioners on July 27, 1948, 
for further general advance of 20 per cent on rates within the jurisdiction of 
the board. 

If that 20 per cent increase in rates is ranted to you, do you think your 
revenue will then be sufficient to meet your expenses? In other words, will you 
show a profit instead of a deficit? 

Mr. Cooprr: We cannot show a profit in 1949 for the reason that any order 
given now could only apply to part of the year. 

Mr. Hazen: Yes; but looking ahead for 1950—I appreciate what you have 
said. 

Mr. Cooper: My answer to your question is this. That the deficit which we 
anticipate in 1949 would be about offset if our application which is now pending 
before the Board of Transport Commissioners were to be granted in full and we 
had the benefit of that increase for a full twelve-month period. | 

Mr. Vauauan: And provided that we have no further increases In wages or 
in costs of materials. 


Mr. Hazen: It says that you have had a further general advance in rates. 
Do you mean freight rates or passenger rates? It does not say which. 


Mr. Cooper: It is on freight rates, excluding the international tr affic. it 18 

the same traffic on which the 21 per cent increase was granted. 
Mr. Hazen: Yes, but does that include passenger rates. 
Mr. Coopmr: No, sir. 
Mr. Hazen: What is meant by The Railway Association of Canada? 
Mr. Vaucuan: The Railway Association of Canada comprises the following 
member lines: 

Algoma Central & Hudson Bay Railway 

Canadian National Railways 

Canadian Pacific Railway Company 

Central Vermont Railway 

Chesapeake & Ohio Ry. (Pere Marquette District) 

Great Northern Railway Company 

Michigan Central Railroad 

Midland Railway Company of Manitoba 

New York Central System 

Northern Alberta Railways 

Ontario Northland Railway 

Temiscouata Railway 

Toronto, Hamilton & Buffalo Railway 

Wabash Railroad Company 


And in addition there are the following associate members: 
British Columbia Electric Railway Company 
Canada & Gulf Terminal Railway 
Canada Steamship Lines 
Essex Terminal Railway 
London & Port Stanley Railway 
Napierville Junction Railway 
Pacific Great Eastern Railway 
Sydney & Louisburg Railway 


Mr. Hazen: It was on July 27, 1948, that you ae vee application for the 
20 per cent increase. What is your position now in respect to that application? 
Has the board held hearings, or is the board still holding hearings?) When do 
you expect that these hearings will be completed? Have you any idea? 
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Hon. Mr. CHEVRIER: Perhaps I could answer that question. If you are refer- 
ving to the 20 per cent application, Mr. Hazen, the evidence has now been heard, 


_ and the argument began today. It 1s expected that the argument will last all 
» the week but if it is not completed at the end of this week, they may have to go 
into another week. I doubt if that will happen. That would complete the evi- 


dence and the argument in the 20 per cent case. 


Mr. Hazen: Has the Railway Association of Canada now made an applica- 
tion for an increase of 15 per cent in passenger rates, and would that application 
have to go before the board? 


Mr. VaucHan: It would have tobe dealt with . the Board of Transport 
Commissioners. 


Mr. Hazen: Has any date been fixed as yet? 


Mr. VaucHan: No. That is a matter for the i of the Board of Trans- 
port Commissioners. 


Mr. Hazen: Do they just decide? When one makes an application, do they 
just decide it? 


Mr. VAUGHAN: They may have hearings, and we may have to go before them 
and justify that 15 per cent increase. 


Mr. Hazen: Near the end of your report, Mr. Vaughan, you say: 
On December 29, 1948, a Royal Commission was appointed to 
enquire into and report upon the general subject of transportation in 
Canada. 


Have you received notice to appear before that commission yet? 
Mr. VaucHan: Not as yet, no sir. 


Mr. Hazen: Do you know if the machinery of that commission has got 
under way as yet? 


Mr. VaucHan: No. I think they have held some organization meetings, 
but we have not been called into those meetings as yet. 


Mr. Hazen: Has your company rendered any assistance to the commission? 
Mr. VaucHAN: Not as yet, sir. We have not been asked to do so. 


Mr. Re: I notice that the freight revenue constitutes 80 per cent of all 
your revenue, while the passenger revenue amounts to but 8-5 De cent of 
your total revenue, as outhned on page 6. 

My question is this: In view of the fact that you are asking for an increase 
in passenger fares, have you any figures to show the cost of passenger trains as 
compared to freight trains? 

The rating system is the same over a great iapay of years, except for the 
fact that conditions have changed and that you now have competition which 
you did not have at one time, such as truck and automobile, and a certain 
amount of competition by air. 

I venture to say that once the Trans-Canada highway is completed, your 
revenue will go down further in respect to passenger traffic. 

When you ask for freight increases, I ask: who is carrying the load? Is 
freight carrying the load for passengers? And if so, can you tell me what 
the passenger division is costing? 

I see that your revenue from passengers amounts to only 8-5 per cent 

while your revenue from freight is 80 per cent. 
You are making the freight carrier the pack-horse, as far as passengers 
are concerned. Has any thought been given to streamlining the passenger end 
of it? I submit that your freight i 1s subsidizing your passengers, and that while 
freight may very well be paying its way, it is the passenger service which is 
causing the loss. Can you give us any figures in regard to that matter? 
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Mr. VauGHAN: I think that matter has. been thrashed out before the Board 


of ‘Transport Commissioners in connection whith the present application for an 
increase in freight rates. 

The board asked for a division of costs as between passengers and freight 
business. But we have always contended that it was very difficult to give an 
accurate statement of costs, because we are unable to apportion the cost of 
maintenance of roadbed, let us say, between a passenger car and a freight 
ear, 

We do know after a long period of years, that passenger service has been 
very costly to the railways. There are a few trains which do make a little 
money; but there are other trains which lose money. 

You are quite correct in saying that motor car travel and highway travel 


will take more business away from the railways. You will observe that our 


passenger traffic has been falling year by year since the war. We expect there 
will be a further decline in passenger traffic. . 

You raised a question as to streamlining this service. Let me say that we 
have on order some very modern cars for the transcontinental service, such as 
the duplex roomette,car. But so far as modern streamlining of equipment is 
concerned, there 1s no company in Canada manufacturing it at the present 
time. It would be too costly to import that streamlined equipment 

Personally, I doubt very much if the streamlined equipment is any more 


comfortable. It may look nicer, but I do not think that a passenger gets any ~ 


better ride in a streamlined car than in a standard car which is properly 
equipped with springs and upholstery and things of that kind. 


Mr. Rew: I am in sympathy with the railways and I realize they have a 


problem as to which no man has been able to find a solution. 

IT would refer now to the Trans-Canada highway. I know that bus lines, 
which carry passengers across the continent, carry those passengers at about 
one third of the cost of railroad travel. Now, when people travel they do look 
at the cost; and if they can travel for about one third of the cost, they will not 
travel by train. 

I think we should find out whether we are subsidizing passenger service 
at the expense of freight service. We have been arguing about freight rates 
for four or five years and I would like to know the answer. 

Mr. Povutsor: With respect to this question of freight revenue, I see Hae 
in 1948, it amounted to $393,544,359; while passenger revenue amounted to 
$41 562, 141. 

It is my submission that those figures should be completed by providing 
the freight expenditures and the passenger expenditures so that we might have 
the complete picture and know what the freight service has cost us as compared 


to the freight revenues, and we would know what the passenger service has cost — 


us as compared to the passenger revenue. My criticism is that the expenditure 
figures are lacking. Could they not be supplied to us? 

Mr. VauGHAN: It would be very difficult to give accurate figures. As I said 
a few minutes ago these figures were submitted to the Board of Transport 
Commissioners in an effort to show a division between our costs to the two 
services. 

I do not know whether the Board of Transport Commissioners considers 
that our figures are worth anything or not. I would not say that they were 


euess work, because they were submitted as accurately as we cauld give them, | 


having regard to the fact that we had to guess at some of the conditions and costs. 

Mr. Poutior: We have had this bulk policy over a number of years; and 
my complaint is that these figures do not show the freight expenditures and the 
passenger expenditures. Therefore I find it very difficult to discuss the question 
until we have some approximate idea about the expenditures. 
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Mr. pede That j is the crux of the whole problem and we should have these 


figures. 


Mr. Murcu: On that question, quite apart from guessing, as the president 
has quite properly said, how can anyone apportion maintenance costs, let us 


'. say, with respect to a piece of track between Winnipeg and Fort William as 
- between a freight train hauling 60 cars of wheat, and a passenger train travelling 


at a higher speed, but very much lighter? 

To do that would take you into the realm of fancy, if you try.to decide 
which one wears out the ties faster and which one wears out the steel faster. 
And how can anyone apportion it, actually, with respect to labour cost. When 
you get into the question of maintenance, you verge upon pure fancy. 

Mr. VaucHan: That is correct. 

Mr. Rep: Now, in the section out of Vancouver and New Westminster 
you have freights and you have through trains running. You have these freights 
running and you have these transcontinental trains running and you know they 
have to meet. You have the volume of traffic they are carrying, both passenger 
and freight. You know the costs of these trains. I suggest to you that it would 
not be very difficult to work out exactly what those trains cost to operate, and 


I thmk you could give us the actual operating cost of those trains. 


Mr. VAuGHAN: So far as the general expense of operating is concerned, we 
could give you that. J think Mr. Cooper will be able to give you those figures. 

Mr. Poutior: Before you leave that point, I would like to mention one 
thing. There is a new train operating between Edmundston and Quebec City, 
and then on to Montreal, which is known locally as the Fraser Company train 
—TI refer to the new trains Nos. 67 and 68. I would like to have full information 
about that train; the cost of operating it, the number of passengers carried on 
the sleeper, and so on. JI want to know what the total cost comes to. 

Mr. VaucHan: We can get that for you. 

Mr. Pouuior: In addition to that I would hke to know how many passengers 
have traveled from Quebec City to Montreal in a special sleepmg car which 
is added to the C.N.R. train for the convenience of the Fraser Company. This 
is a new train which has been put into operation at the request of the Fraser 
Company ‘and for the benefit of Edmundston and other points. I am told that 
the sleeping car is far from being filled and that a good deal of the service 
is not used, and I refer not only to the sleeping car service, but other services 
as well. I would also like to know the cost to the railway caused by delays 
meeting other trains and waiting for the fast trains to pass. You have your 
transcontinental service over that line and there is a heavy freight service, 
and many times that train to which I referred has to stop to let the other trains 
pass. I would like to know what the cost of such meets is, and what it costs, 
or adds to the cost of operating that train. 

Mr. Vaucuan: In other words, you think there is an indirect cost on account 
of the delay in meeting other trains? 

Mr. Pouuiot: Yes, beside the cost. of operating the train. 

Mr. VaucHan: I would doubt if there is any. 

Mr. Pouuior: That would depend on establishing the cost, the expenditure 
on account of the passenger service. It could very easily be done. You have 
the cost of your coal, the cost of your locomotive, the cost of your train crew; 
and you also have to consider depreciation and maintenance, the total amount 
spent on repair to locomotives and that sort of thing. You can do it by dividing 
the total amounts from the locomotive repairs or reconditioning by the number of 
locomotives which are in the shops. It is feasible and you can establish an 
average which will be a close enough approximation for my purpose. 

Mr. Coorrr: We could get the out-of-pocket figures for you. 
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Mr. Vaucuan: We will get you all the information we can. I have never. 
heard that run called the Fraser Company train before. We did have a lot 
of agitation from the citizens of Edmundston, including the Fraser Company, 
before we put it on. 


Mr. Pourror: I wonder if you would file such a study as I have asked for? 

Mr. VaucHan: We will do that. 

Mr. Povuuior: One other question. Are you going to operate the Fraser 
train in the summertime? | 

au VauGcHan: Yes, I think so. We have made no arrangements to take 
it off. 


Mr. Pouttor: There is another very important thing to be answered. We 
will leave the Fraser train on then; and, of course, we always have the trains 
which stop at all the stations. They can pick up passengers for the sleeper which 
they use in traveling between Edmundston and Quebee City; and now that is 
eancelled but we will still have the Fraser Company train. 


Mr. Vaucuan: Mr. Pouliot, these trains are operated with a view to 
accommodating the public, and our objective, of course, is to give an adequate 
service at the lowest cost. 


Mr. Pouuior: That is all right, Mr. Vaughan. You have told us that you 
have no authority for your statement. I agree with you, because you are 
supposed to go very carefully, and you are just one of the officials of the 
railways, just like one of us. You come here with a report of your operations 
every year, and every time you come here we are at home here and we go over 
all these matters. Don’t take it for granted that a thing is right because 
you have done it. You may make your statement later; but I do not want 
you to be too confident that the thing is right because you have done it. You 
may have been mistaken, just as all of us here in parliament on occasion make 
mistakes. 


Mr. VAUGHAN: We are all subject to correction. We do not claim to be 
infallible. 


Mr. Pounior: I know, but you said the Temiscouata Railway was an 
expensive operating proposition. Here we have this special train which was 
put on at the request. of some tycoons of Montreal—and we know who those 
tycoons are—and-I want to win my point and I will surely win it. | 


Mr. VaucHan: We will give you all the information you want. 


Mr. Pouutor: I want it in the precise manner in which I have asked for it. 
You have given it for one train, you can give it for others. It is a matter of 
carelessness on your part not to have it before this committee. We should be 
given a full detailed picture and study of railway operating revenue and 
expenditures. You have it all on your desk and there is no reason why it 
should not be given to every member of this committee. 


Mr. VauGcHan: I do not think there is a railway on the North American 
continent which could give you information in that form. I am sure there is not. 


Mr. Pouutor: There is no other railway which has to come to parhament. 
It is a very different issue. We are members of parliament and we are 
responsible to our people for the operation of their railways. I am ready to 
go the limit with you on this matter. I have told you what I want to know, 
and I want this whole matter to be cleared up, as well as other matters, before 
the committee. That is my point. 


Mr. VauGHAN: We will get the information as best we can. 
Mr. Povuior: Thank you. 
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‘ Mr. Rew: I havea question to ask in regard to page 10. Down there, the 
third paragraph under the heading “General”, you say: “The Department of 
- Research and Development eed its active role in the field of development 
expansion. There have been a number of inquiries from British firms seeking 
to establish plants in Canada, following some relaxation of the restrictions on 


a the release of capital for such purpose.’ 


I am wondering if you have any information regarding that very important 
and valuable industrial property on your line running between New Westminster 
and Vaneouver. There has been a. large demand. for industrial property of 
that kind and there is a heavy demand for it at the present time. No doubt 
the matter has been taken un with your department. There you have hundreds 
of acres of valuable land, industrial sites. In my opinion this land should be 
made available to industrial firms from Great Britain who are eagerly seeking 
sites of that kind. I was wondering whether your Department of Research 
and Development is giving any special consideration to the use of that property. 

Mr. VaucHan: My answer to that, in the first place, is that we do not 
own that line; that is owned by the Great Northern and we have running rights 
over it. We do own some property nearer to Vancouver and that is being 
rapidly developed. The property to which you refer, as I said, is owned by 
the Great Northern Railway, and we only have running rights over it. We 
are interested in encouraging new industries to locate on our lines. On our 
own part we have done a lot to build up the terminal property we have in 
Vancouver. But that property from our junction with the Great Northern on 
to New Westminster does not belong to us and we cannot do very much about 
it as we are only tenants of the Gr eat Northern Railway. 

Mr. Gipson: Mr. Vaughan, do you own the mineral and oil rights ¢ on your 
praine land? , 

Mr. Vaueuan: Generally speaking, we do. We have lost some mineral 
rights on lands but we are trying to redeem them. We still own considerable 
land with oi] and mineral rights. 

Mr. Grsson: Are they quite substantial acreages? 

Mr. VAUGHAN: Yes. 

Mr. Gipson: They will all be used eventually? 

Mr. VAUGHAN: Yes. 


Mr. Rem: Another matter, relating to telegrams. It has been drawn to 
my attention that on telegrams from the east to any point in Vancouver or 
New Westminster going over the C.P.R. telegraph lines the C.P. will pay the 
phone part of delivery where the C.N; charge for»the telephone call. The 
practice with the C.N. telegraph is to call the receiver up and ask if he will 
accept the call before thev phone the message. The C.P. does not do that and 
that gives a considerable advantage to the C.P. , 

Mr. Vaucuan:.I will certainly look into that. I have never heard of that 
before. We are certainly doing everything we can to build up our business 
and we accept many collect. messages. 

Mr. Reip: If a telegram is sent to a certain point, say eight miles out from 
the city of Vancouver or New Westminster, it arrives at the office in New 
Westminster or Vancouver and in order to get it to the person to whom it is to 
be delivered they have phone it. 

Now, if it is the C.P. they phone the message out, and if it is the CN. they 
say: there is a telegram here for you, will you accept the call charge for whatever 
the cost of the call may be, 10 cents or 15 cents—and if it goes by CPS the Gok 
actually deliver the telegram to the addressee. 


Mr. VauGcuan: I will certainly look into that. That is the first I have 
heard of it. fd 
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Mr. Rei: I know about i Dde hoe like to be personal, ie it happened to 
me on a number of occasions. 


Mr. Povrior: I now want to bring up notes question, which is this; are 
we to have any new stations in Quebec, this summer? J] did not insist last year 
on the understanding that the matter would be considered this year. 


Mr. VaucHan: I am not sure whether it is in the budget this year or not. 
IT am informed by Mr. Cooper that there is an item of $24,000.00 for a station 
and freight shed at Isle Verte. 


Mr. Povuiot: There is still not adequate plumbing accommodation in the 
station at Les Etroits. I wrote to Mr. Robinson, the vice-president at Moncton, 
about it, and to the superintendent at Edmundston and they were of the opinion 
that the agent did not need any better accommodation. Moreover, Mr. Robinson 
told me that there were a number of stations along the line which did not have 
nearly as good accommodation as at this point. I was wondering if anything is 
being done to improve conditions at Les Etroit? | 


Mr. Watton: I do not see that on the list for this year. We do a number 
of these small jobs each year, but I do not see that one on the list at the moment. 


Mr. Povtior: I will to tell you that I would like to have quite a number 
of stations along the line fitted out with modern plumbing facilities so that they 
would be decent. homes for the agents and their families to live in. They should 
not be required to put up with the primitive accommodation which is there 
at the present time. : 

Mr. McCuttocH: Have you all diesel electric locomotive equipment on 
Prince Edward Island now; and, do you find it satisfactory? 


Mr. VauGHAN: No sir, we have not. We have returned all the locomotives 
and have paid for none of them. 


Mr. McLure: They were manufactured in Canada? 


Mr. VaucHan: At Kingston, yes. We gave the order to this Kingston firm 
which had made a deal with the Baldwin Locomotive Company to build a type 
of locomotive which they have developed in the States, but they did not turn 
out satisfactorily at all and we have refused the engines, and we are making 
arrangements to buy the locomotives elsewhere. 

Mr. McLure: Do you mean elsewhere in Canada? 


Mr. Vaueuan: I do not think that we can have them manufactured in. 
-— Canada. | 


Mr. McLure: The company operating in Kingston is not a subsidiary of a 
company of a similar name in the United States? 


Mr. Vaueuan: No, it is a separate company. The American Locomotive 
Company of Montreal is a subsidiary of the American Locomotive Company, 
the Canadian Locomotive Company of Kingston is entirely a Canadian company. 

Mr. McLure: I understand that the first two diesel engines that came there 
for use were satisfactory? 


Mr. VaucHan: They were General Electric engines which were bought 
in the United States. The other eighteen were unsatisfactory and we refused 
to take delivery of them. They told us that they would be able to fix the engines 
up properly but they have not been able to do so, so we have definitely refused 
to have anything to dio with them. 

. Mr. McLure: That means that you do not know whether they were cheaper 
to operate than other types of locomotives or not? . 
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sf 
a Mr. VAUGHAN? No, because we have not had a proper test made. We had 
i a, study made of the situation before we decided to dieselize the island and our 
_ studies showed distinctly that we were going to save considerable money by 
_ dieselizing the entire motive power equipment there; but we have had nothing but 
_ trouble with this particular diesel engine that was built at Kingston. 
Mr. McLure: What weight of engine are you using now? . 

i Mr. VAuGHAN: We are trying to place an order for an engine not much 

_heavier—500 or 600 horsepower. We have been very disappointed because we 

thought by this time we would have nothing but diesel engines on the island. 
( Mr. McLure: You still do not give a breakdown of operating expenses and 
- operating losses by separate divisions or lines? 

Mr. VaucHan: No sir, we do not. I think it would be better that you did 
not know the costs of the Island operation. 

Mr. McLure: I think we ought to have that; that is part of the problem. 

Mr. McCutuocu: I think the net result will be that they will have to go 
back to steam locomotives and that will mean that they will be buying more 
coal’from us. 

Mr. NicHotson: We had a discussion last year regarding the over-capital- 
ization of the system. 

The CHAIRMAN: Yes. 

Mr. NicHotson: What progress has been made in this direction with the 
government since last year? Can we not expect to get some adequate adjusment 
of capital? 

Mr. VaucHan: That is a matter which will be presented to the royal 
commission, Mr. Nicholson. We hope we will get some relief through them. 

Mr. NicHotson: I suppose you would not care to tell us what sort of 
adjustment you would like to have? 

Mr. Vaueuan: I do not think we should give our hand away. We are © 
preparing a brief for the royal commission and it will be submitted in due course. 

Hon. Mr. Cuevrier: One of the terms of reference to the royal commission 
is a specific item dealing with the capitalization of the Canadian National 
Railways. 

Mr. Hazen: You made quite a long statement on this matter in 1946, 
I think? so 

Mr. VAUGHAN: Yes, sir. : 

Mr. Hazen: And in that statement you said that you could foresee further 
loss in business due to truck competition and air service as well. Now, that 
was three years ago. What has been the result? Did you lose further 
business from air competition and truck competition? 

Mr. VaucHan: There is undoubtedly a certain amount of business being 
lost to them. That is another matter which is to be submitted to the royal 
commission. 

Mr. Hazen: There is another matter you referred to in addition to truck 
and air competition; you referred to the deepening of the St. Lawrence water- 
ways. Now, you must have made some study on that, I presume? 

) Mr. VAUGHAN: Yes, sir. 

Mr. Hazen: What losses in revenue, or in railway business, do you ee 
if the St. Lawrence waterway is deepened? 

Mr. VaucHan: We had our Research and Development Deverell and 
Bureau of Economies make a thorough study of that situation, because we 

were very anxious to know what traffic we might lose if the canals were 
deepend. After giving the matter much study and making a thorough investi- 
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gation their report is, as I recall it, that they do not expect the railway will 
suffer any substantial loss of business at all because they consider that there will | 
be so many new industries built up along these new waterways that the business | 
we would get from these new industries would more than make up for what we 
might lose in any other direction. : 


Mr. Hazen: When was that report made? 

Mr. VaucHan: That report was made two or three years ago. 
Mr. Hazen: Was it in 1947, or 1948, or prior to that time? 
Mr. Mutcu: In any event that was the conclusion. 


Mr. Vaucuan: I remember distinctly that the conclusion reached in the 
report forecast no great loss of business. The report was made about me, 
years ago but I cannot give you the exact date. 


Mr. Moore: Since an increase in freight rates has been. granted has the 
railway noticed any appreciable loss of traffic on account of the diversion of 
freight through the Panama Canal? 


Mr. VAuGHAN: You are asking whether freight business has been diverted 
from us? 


Mr. Moore: Yes. 


Mr. Vaucuan: We have not noticed it yet. I believe that it has been 
noticed in the United States where freight rates have been increased much 
more than in Canada. 


Hon. Mr. Cuevrrer: There has been no traffic from Vancouver through 
the Panama Canal? 


Mr. Hazen: Is it not starting this month? 


Mr. Vaucuan: I think there is some traffic moving from Vancouver through 
the Panama Canal to United States Eastern ports but there has been no freight _ 
as yet consigned through Panama for Eastern Canadian ports. 


Mr. Huynxa: In view of the discriminatory rates which apply in various 
parts of the country I am wondering if the president has any suggestion as 
to the probable result which may be expected? Have we any solution to the 
problem or are we simply driving on as we are doing today, writing off deficits 
and maintaining the discrimimation? 

Mr. Vaucuan: I think that matter represents one of the reasons for the 
appointment of the royal commission. The royal commission will investigate 
all these things and see if it can come to a conclusion, and doubtless it will report 
to the government in due course. 


Mr. Huynxa: In view of your experience have you any suggestion as to 
what can be done? 


Mr. VaucHAN: The only suggestion that I have at the present time and | 


which I could give the committee is that we cannot survive with the existing 
rates. We must have an increase in freight rates or there are going to be 
further losses. 

Mr. Huynxa: An increase in freight rates will not remove the discrimination 
which exists between certain parts of the country, and our people are simply 
up in arms over the whole thing. 

_. Mr. Vaucuan: Those are matters which are constantly before the Board 
of Transport Commissioners. We will have to leave it to them and trust to their 
conclusions in the light of the evidence submitted by the railways, by the 
provinces, by the shippers, and by all concerned. As far as our.situation is con- 
cerned one of the reasons for our losses is this matter of very heavy fixed 
charges, and that question will also be submitted to the royal commission. 
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_ . Hon. Mr. Curvrier: With reference to the discriminations of which Mr. 
. Piiynka speaks, we know that operations under the Railway Act affect a great 
eer of people. When you consider that the increase’in freight rates in 

Canada has been 21 per cent thus far, as compared with an increase of 60 per 
. cent in the United Kingdom and at least 55 per cent in the United States, there 
‘ is little reason for too much complaint. It is that fact which is particularly 
4 important. Although the application for the 21 per cent increase was made 
4 almost two years ago the increased rate in fact did not become operative April 
_ 1948, which meant for Canada almost 18 months operation under the old rate, 
: whereas, in the United States, the Interstate Commerce Commission slapped 
On interim judgments which went into effect immediately. 


_ Mr. Huynxa: What you say may be true when considering the overall 

picture, but the problem about which I am concerned, and about which the 
people in the west concern themselves, is simply stated. Why should people in 
_ Alberta, people in British Columbia, people in Saskatchewan, and in Manitoba 
4 een more than their share of the Toad? That 1s the question and for some 

reason or other it seems to be difficult to have it understood. I have spoken 
q on this question in the House and I have spoken of it outside of the House. We 
are not complaining about charges when taking the overall picture because 
a ae the people of Canada must make up any deficit. The complaint we make 
a simply why either the maritimes or the western provinces should carry more 


or 


Hon. 1} Mr. CHEVRIER: Te is a question whether they do. I think the investi- 


Mr. Hriynxa: In the report of the former premier of the province of 
Manitoba, the now Minister of Justice, made to the Board of Transport Com- 
missioners a year ago, it is definitely stated that the load carried by the country 
lying west of Fort William was far in excess of what it should have been. That 
statement was included in the Honourable Mr. Garson’s submission to the Board 
of Transport Commissioners. He was in possession of definite proof and I have 
quoted his statement on the floor of the House. Our contention at the moment 
is that we cannot see our way to continue on this basis and until the discrimina- 
tion is adjusted the people will never be satisfied and the whole situation as it 
exists now is not fair to them. 


E Hon. Mr. Cuevnrier: In looking at the picture from au overall point of — 
if view there is not only the question you refer to but there is also the question of 
| the granaries which have been in existence since 1897 without any change. The 
L railways feel that the time has come when they should get an increase in respect 
q 


of those granaries. The government does not hold that opinion. 
Mr. Maypanx: You will have to crawl] over a lot of dead bodies first. 


Hon. Mr. Cuevrter: That may be so, Mr. Maybank. Perhaps you were 
ot here when the matter came up for discussion and what I am trying to state 
ow is when one speaks of discrimination with reference to one locality, I 
ppose that he has in mind a certain group of rates, but, one must keep in mind 
e whole picture; not only the trans-continental rates but the mountain 
fferential and other matters. 

_ Mr. Hazen: The granaries have been in existence since when? 

Hon. Mr. Curvrier: Since 1897. 

b Mr. Murcu: It should be pointed out here that the areas through which the 
_ railway operates at the least expense have been the areas where the charges have 
been highest. The people for whom Mr. Hlynka and I speak do contribute, and 
you must add to your figures their share of the $33,500,000 subsidy. I prefer 
to call that deficit a subsidy but you may call it what you like. It is the figure 
at the bottom of page 5 of the report. The whole case for discrimination is not 
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given when you go as far as Mr. Hlynka went until you add the share of that | 
$33, 500,000 paid by the prairies and the western provinces. However, we would | 
be perhaps unwise in view of the pressing nature of some of our other business | 
to try and solve the problem here or to do any repainting in public. 

Hon. Mr. Cuervrier: We have tried to deal with this question first by | 
asking the board to establish a freight rate structure across the country, and | 
then by asking the royal commission to look into the whole broad question to | 
ascertain whether by means of amendments to the Railway Act or other means | 
it is possible to eliminate the complaints. | 


Mr. Huynxa: I was trying to get an opinion from Mr. Vaulenant on thise | 
whole problem because it seems to me that we are skating around it and we 
have skated around it for the past two years. We are not solving the problem, | 
we are going into debt, and the problem remains. Unless we do tackle the | 
whole question from the proper angle it is a matter of having deficits and | 
eovering them up but the discrimination continues to exist and people continue | 
to be dissatisfied. 


Mr. VaucHAN: The matter is still before the Board of Transport Com- | 
missioners and this is the proper place for it. Each province has a different | 
idea of what discrimination is. Each province contends that it is being dis- 
criminated against and it seems to me that some judicial body, the Board of 
Transport Commissioners or the royal commission, must decide if in fact there | 
is discrimination and what is to be done to avoid such discrimination that may | 
exist. ! 


J 


Mr. Huynxka: I was about to mention another point concerning service in | 
western Canada. We find in reading this report that a number of new coaches | 
have been constructed and put into service. On our small lines—and some of | 
them are not so small, like the line which runs from Edmonton to Lloydminster— | 
persons must ride in one of those old erates which are anywhere from 35 to 50 | 
years old. As the people in that district ride along the line they feel that they | 
are entitled to some of the new ears about which*they read from time to time. | 
The complaint about old cars is not confined to Ontario and Quebec but it is | 
true of these old districts which are entitled now to a little better service and | 
a little better equipment. 


Mr. VaucHAN: We have tried to divide the equipment as best we can having 
regard for the service required. Are you by chance referring to the coaches | on | 
. through trains west of Winnipeg? 


Mr. Hytinka: It is the daily train. Now and then a newer coach is put : 
on but as a rule one has to get into a rattling old crate. 


Mr. Watton: I take it Mr. Chairman, that Mr. Hlynka is speaking of 
trains Nos. 5 and 6. ~We do have some nice sleeping and passenger cars on that 
mixed train. The trouble is however that we just do not have enough equipment 
yet and we do what we can but the really modern equipment is far less than 
meets the requirement. 


Mr. Nicuoison: Page 5 of the report refers to the damage caused in British - 
Columbia and on the prairies by floods. I wonder if Mr. Vaughan can give us 
any idea of the damage in figures? . 

Mr. VaucHan: Do you mean from floods? 

Mr. NrcHouson: What. will be the overall cost of the flood damage? 

Mr. VaucHan: We mention in the report a figure of $2,900,000 but that does. : 
not by any means cover the total cost as we have not repaired all of the flood” 
damage as yet. There is a great deal to be done to restore the lines to the. 
position in which they were before the floods, 4 

Mr. Nicuoutson: What would be the total? 
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ne cone We have estimated that an total may be as hin as 


ee from ee 29th to June 29th? 
Mr. VaueHan: That is right. 
Mr. NicHoLson: Is that the period during which you did not have any 


Mr. VaucHAN: We were detouring on the C.P.R. line when it was open. 


Mr. Nicuouson: It has been observed I believe that the Canadian Pacific 
ey gets its lines in shape much quicker than does the Canadian National 


E Mr. Cee Their line was not affected as much as ours was. Track for 
_ long distances was under water. 


Mr. NICHOLSON: How one a Laue was there before repair work was com- 


is Mr. Watton: Our U ilgecdt delay was caused by the loss of the steel bridge 
|| over the North Thompson river west of Kamlocps. As far as I know the Cana- 
dian Pacific Railway did not lose a steel bridge. 

The CuHatrman: Are there any other questions you would like to ask Mr. 
‘Vaughan on the report he has made? 

Mr. Poutior: If I am permitted, I would like to follow up a k question which 
ie I put to Mr. Vaughan a moment ago about the Temiscouata Railway. I would 
L _ like to know the number of passengers carried between Edmundston and Quebec 
potty, and between Quebec city and Edmundston; and I would like to have the 
same information with respect to the sleeping cars, separately, if possible. Now, 
q as between Montreal and Quebec and vice versa, I must ask you, ‘Mr. Vaughan, 
| what is the proper title for the head of the motive power shop in your system. 


a Mr. Vaucuan: The head is called the chief of motive power and equipment. 
yp - Mr. Pouttor: Is he ever called superintendent of shops? 

Mr. VauGcHAN: I take it that you are not referring to the principal officer 
‘in Montreal but rather to the regional shops. 

-- Mr. Poutsor: I am referring especially to the shops themselves. 


Mr. Vaucuan: Some are called master mechanics, and some are called super- 
intendents of shops. 


| Mr. Pouutot: I was under the impression that they were all capehinennenne 
except one, and he is called general foreman. There is Mr. Melancon, works 
manager, Montreal; Mr. Walker, superintendent of shops, Moncton; Mr. Dunlop, 
‘superintendent of power shops, Leaside; Mr. McCready, superintendent of car 
shops, London; Mr. Mackinnon, superintendent of M. P. shops, Stratford; 
Mr. Thompson, superintendent of M. P. shops, Transcona; Mr. Brown, super- 
‘intendent of car shops, Transcona; Mr. Buskard, superintendent of M. P. shops, 
Fort Rouge; Mr. Cooke, superintendent of car shops, Fort Rouge; Mr. Askew, 
“superintendent car shops, Fort Huron; Mr. Selbee, superintendent M. P. and 
» C. E. St. Albans. 

Now, how is it that. Mr. Bourdeau, who is head of the motive power shop at 
_ Riviere du Loup is called just general foreman and: is not designated as 
superintendent? 


_ Mr. Vaucuan: I suppose it is because there are not so many employees 
_ there. é 
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Mr. Wauton: That is the reason for it. It is the smallest shop. 


Mr. Pouttor: I know there are shops elsewhere which have not the same | 


privileges. Would you kindly give me the personnel of all the other shops? 
Mr. Watton: We can get that for you. 
Mr. Povtior: I would like to have the actual personnel. We have had 
a lot of difficulty in our region. I think conditions did seem to improve after 
Mr. Johnson left. Nevertheless there appears to be prejudice and bigotry among 


the officials of the railway, that is, among most of them. I could describe to you | 
what has happened under certain circumstances, but I shall not take up the | 
time of the committee. Prejudice is rampant in Moncton. Did you not know | 
that? Surely you have had representations from the Brotherhood, complaining | 


about bigotry on the part of some of the officials down there? 
Mr. VaucHan: I have not heard anything about it. 


Mr. Poutior: I am surprised to hear you say that. You can ask the heads — 
of the unions and they will tell you that, following Mr. Johnson’s departure, | 


there was some appeasement, but. now they are worse than ever. 

Mr. VaucHAN: In what way? 

Mr. Poutior: In not giving a chance to a French Canadian because he is a 
French Canadian. I suggest that if Mr. Bourdeau had happened to be named 


Smith or Brown, he would be superintendent of the shop instead of general | 
foreman, but just because he has a French name, he is denied the title of super- — 


intendent. Let me tell you that the condition is general and not exceptional. 


I have seen memoranda prepared by the Brotherhood and by alot of people down ~ 


there, complaining about, how they are treated by the management in the © 


Atlantic region. I am telling you that now but you surely must have known about 
it before. | 

Mr. VaucHaAN: We shall look into it but let me say that we have never 
heard anything of the kind before. | 

Mr. Emmerson: I do not think I would agree with Mr. Pouliot, most decidedly 


not, and I think that most of the Acadians employed in Moncton would possibly 


agree with you, Mr. Vaughan. As to the officials Mr. Pouliot has mentioned, I do 


not think they can properly be described as bigoted. I have seen very fair 


treatment down there. 

Mr. Poutior: When they hear French spoken, they shudder. 

Mr. Vaucuan: I think a good proportion of our employees in Moncton are 
French Canadian. 


Mr. Pouuior: That may be, but they are in minor positions. Just as in 
Montreal, the French Canadians are in the lower brackets. They ‘are not getting 


a chance, and you must know it. 
Mr. Vaucuan: I would not agree with you there. 
Mr. Pounior: You have only to check your territory. 


Mr. Watton: I have some figures in connection with Mr. Pouliot’s observa- 


tions. I have a list of the employees in certain of the shops. 

At the Moncton shop, in the motive power department, there are 1,140 
employees. In the car department, there are 547 employees. 

In the Leaside car shops, there are 304. In the London car shops, there are 
862. In the Stratford motive power shop, there are 1,173. In the Fort Rouge 
motive power shop—that is at Winnipeg—there are 748. At Fort Rouge, in the 
ear shops, there are 666 employees. 

At Transcona, in the motive power shop, there are 1,161 employees. At 
Transcona, in the car shops, there are 1,264. At Montreal, in the motive power 
shops, there are 1.687. And in the car shops there are 1,303. 


@ 


RAILWAYS AND SHIPPING 39 


Bi At adete du eae there are 196 shop employees; and in the roundhouse 
_ there are 112, making a total of 308. 


Mr. Poor Well, what about places in western Canada, the motive power 
shops in western Canada, in addition to the ones you have mentioned? 


Mr. Watton: I heave given you Transcona and Fort Rouge. 
Mr. Pouutor: Those are the big ones. There are two others in the west. 


; Mr. Watton: There is one which has just a general foreman, But your 
observation, as I understand, related to there being a general foreman at Riviere 


® du Loup. 
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Mr. Poutior: Yes, instead of his being a superintendent. You have told us 
_ that there are superintendents in motive power shops and in car shops. 

Mr. Watton: Yes. That is why I gave you the definite figures. 

Mr. Povutior: And there are other car shops in the west? 

Mr. Watton: Yes; at Transcona and at Fort Rouge. 

Mr. Povtior: Yes; and there are minor ones such as in British Columbia. 
Mr. Watton: Yes, but they do not rate as repair shops. 

Mr. Pouttor: But Riviere du Loup does. 

Mr. Watton: Yes, it does. 

Mr. Pouuiot: And work is done at Riviere du Loup? 

Mr. Watton: Yes. 

Mr. Pouuior: Then why should not consideration for the work done at Riviere 
du Loup be the same as consideration for the work done at other places? 

Mr. Watton: In answer to that, sir, I would say that the job is much heavier 
_ where they have a large number of employees. 

Mr. Povnior: And if we have a smaller number of employees—you must 
remember, Mr. Walton, the difficulty we had with St. Malo to keep our men when 
the shops were closed. You must have seen the correspondence with Mr. Hunger- 
ford about that time on the subject. 

Mr. Watton: You may recall coming to me about it, and I said that we 
would send machines and equipment and a proper number of men to Riviere du 
Loup. 

Mr. Poutior: You responded very agreeably; but you must appreciate the 
trouble I had in obtaining what you did give me. 

Mr. Watton: But the promise was kept, just the same. 

Mr. Pouttor: Yes. Iam grateful to you, and I acknowledge it publicly. 

Mr. McCutuocu: I move that the report be adopted. 

Mr. Moore: On August 1, the Hudson Bay Railway was taken over by the 
Canadian National. I would lke to know what plans, if any, the Canadian 
National has for increasing business along that railway. 

As you know, it lost money continuously since it was built, in about 1930 or 
1932. 

Mr. Vaucuan: There has not been any change in the traffic situation. We 
are still moving all the traffic which is routed that way, and we are providing 
rates and other information through our London, England, office and elsewhere, 
via Fort Churchill. There is not much more that we can do in that respect. 

The CuHatrMAN: Are there any other questions? 

Mr. Hazen: How much of your interest charges have to be paid in United 
States funds? : 
Mr. Coorrr: 70:29 per cent is payable three ways. 

Mr. Hazen: You say that 70-29 per cent are payable in United States funds? 
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Mr. Cooper: Yes. It is ee in either United Sieh | funds, Gastae or 
sterling. 


, Mr. Hazen: Last year, how much did you actually have to pay in United 
States funds in dollars. 


Mr. Cooper: I could not answer that question at the moment. 
Mr. Vaucuan: We can get that information for you. 


Mr. Hazen: I mean the amount which you have had to pay for United States 
funds. Do you have to go to the Foreign Exchange Control Board to get those 
funds? Do you have to pay the premium on them, or how do you get them? 


Mr. Coormn: We go to the Foreign Exchange Control Board and buy them 
and we pay 3 of 1 per ‘cent surcharge. 


Mr. Hazen: You say that it only costs you 4 of 1 per cent to get the money 
which you require? Would it amount to $20, 000 000? 


Mr. Cooper: For exchange on interest account? 
Mr. Hazen: Yes. 


Mr. Coorrr: I do not think it w ould. It would be between $15,000,000 
and $16,000,000. 


Mr. Hazen: And you say that it costs you one cent and a hale ? 
Mr. Cooper: No, sir. One-half per cent. 


Mr. Hazen: You mentioned in your report about the loss by fire at Montreal 
of the Bonaventure freight sheds. 


Mr. Coorrr: Yes. 

Mr. Hazen: You had your own insurance? 

Mr. Coorrer: Yes, sir. 

Mr. Hazen: First of all, what was the cause of that fire? Do you know? 

Mr. Watton: The fire really resulted. from carelessness on the part of 
certain employees in trying to repair a plugged gasoline line on a truck, in an 
area where there was congestion in the driveway, and close to the freight sheds. 

Mr. Hazen: And you had your own insurance? 

Mr. Coopmr: Yes. | 

Mr. Hazen: How much insurance did you pay yourself, so to speak, out of | 
your insurance fund. * 

Mr. Coorrer: We took $1,829,000 out of the insurance fund on account of 
that fire. 

Mr. Hazen: I am turning now to page 12, where it says, Insurance Fund. 
Would that, fund be reduced by that much from last year’s fire? 

Mr. Coorrr: No, sir, because we rebuilt or rather re-established the fund. ‘| 
We built it back to its normal level, which is $12,000,000, by charging income | 
account, and crediting the insurance fund. 

Mr. Hazen: I have before me the auditors’ Uatert and I thought that must — 
be the case because they say that the sum of 1, 783,000 was charged against 
railway income. | 

Mr. Cooprr: Yes. 

Mr. Hazen: And it is credited to the reserves, and ye sum is sufficient to 
re-establish it at $12,000,000. 

Mr. Cooprr: Right. 


‘Mr. Hazen: But apparently when you look at page 12, it is $13, 486,000. 
What is the explanation of that? 


IN ELE fe Witt. SB ALE SOM Ate Noah, 
heed Mig LBs ee aed CaM CH ORE aS 
} rae eR ap ASI SAA sLany enue 


RAILWAYS AND SHIPPING’ = AL 


Mr. Coorrr: The figure on the balance sheet represents two items. One is 
e reserve surplus, which is $12,000,000 and the remainder represents claims 
argeable against the reserve which had not been paid at December 31. 
ad all the claims been paid, the figure on the balance sheet would be reduced 
about $1,486,000. 

Mr. Hazen: Yes, I see it. I would like to ask a question first about the 
branch line from Barraute northerly towards Kiask Falls. Your report says 
at this branch line has been built for 39-2 miles and that it was placed in 
operation on February 28, 1949. It is too early, I suppose, to make any report 
on the earnings of that road? 

Mr. VauGcHAN: It only started a short time ago. 
Mr. Cooper: We have not a statement of the earnings. 

* Mr. Hazen: What did it cost to construct that portion of the road? 

4 Mr. Cooper: To the end of 1948, it cost $2,621,000, and it is anticipated 
that during 1949 we shall finish it at an estimated cost of $612,000. 

Mr. Hazen: That is to Mile 39:2? 

Mr. Cooprr: Yes. 

Mr. Hazen: Do you propose to continue it, or is that to be the end of the 


line. 

_ Mr. VaucHan: Some day it might be continued, but we tee no plan to 
4 extend it at the present time. 
_ \ Mr. Hazen: When you originally started,‘the idea was to build it beyond 
_ Mile 39-2? aie 
, Mr. VaucHan: The Act of Parliament was for 55 miles. 
A Hon. Mr. Cuevrier: The Act of Parliament provided for more than 39-2 
miles. Mr. Vaughan says 55 miles. 
a Mr. VAUGHAN: Yes, 55 miles, but we do not intend to build all that at the 


q Mr. ie You bave already spent $2,621,000, and you estimate it will 
: cost $612,000 additional to complete it. That would be $3,000,000 odd. 

c Mr. Cooprr: $3,234,000. 

a Mr. Hazmn: How does that compare with the estimated cost of the road 
4 before you started? 
__. _Mr. Cooper: It is within the estimate. Actually the $612,000 is the remain- 
q der of the estimate. The original estimate was $3,234,000, of which we spent 
_ $2,621,000 up to the end of 1948, and we expect to spend the remainder during 
4 1949, so we expect that the expenditures in 1949 will be within the original 


* Mr. Hazen: I am speaking of the estimated cost of the road. I wonder 
_ if we are talking about the same thing. I am talking about the estimated cost 
' of the road, what you figured out the road would cost before you started 
_ construction. 

Mr: Cooper: The estimated cost of the road was $3,234,000. 

Mr. Hazen: Might I ask a question about the International Aviation 
Building, about which we had some discussion here in past years. The building 
is in Montreal. Is it expected that the building will be ready for occupancy 
in July, 1949? 

‘Mr. Coorrr: That is correct. 

Mr. Hazen: How much has it cost you, up to the end of 1948? 

Mr. Cooper: $2,118,000. 


Mr. Hazen: What do you estimate will he the final cost. 
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Mr. Cooprr: $4,111,000. 


estimate. 


Mr. Cooper: It has increased, Mr. Hazen, but I do not believe the increase | 
is surprising. The estimate which I gave two years ago was, I think, $3,572,000. | 


Mr. Hazen: That is the figure I have here. 


Mr. Cooprr: Yes. Last year I increased that estimate to $3,840,000. And 


now I am increasing it to $4,111,000. 
Mr. Hazen: That is not quite half a million. 


Mr. Cooprr: It is $540,000 increase over the figure given two and a half 


years ago. 
Mr. Hazen: It is an increase of over 15 per cent. 


Mr. Cooprr: Yes, an increase of 15 per cent which is less than the general | 


increase in building construction costs. 


Mr. Hazen: What is the situation with respect to the rental of that building? | 
Have you entered into an agreement with the dominion government whereby 


the dominion government will rent that building from you? 
Mr. Cooprr: Yes, sir. 
Mr. Hazen: When was that agreement entered into? . 


Mr. Coorrr: The terms were settled a considerable time ago, but the 
execution of the agreement, I think, was a month or two ago. 


Mr. Hazen: Does the agreement provide for the rent that the dominion 
government is going to pay for the building? z 

Mr. Cooprr: Yes, sir. 

Mr. Hazen: What is the rent? 


Mr. Cooper: The rent is at the rate of $3.25 a foot. We are speaking, 
Mr. Hazen, of the space to be rented to the dominion government for I.C.A.0., 
that is the International Civil Aviation Organization. 


Mr. Hazen: What do you call it? 
Mr. Coopsmr: I.C.A.O. ¢ 
Mr. Hazen: I was under the impression from what you said last year that 


the government was either going to rent this building or guarantee you the 


rent. 

Mr. Cooper: The government has rented the space which is going to be 
occupied by this particular organization, but it does not comprise the entire 
building. 

Mr. Hazen: No. You told us it was going to be six floors, last year. 

Mr. Coorrer: We have entered into that agreement. Those six floors contain 
91,020 square feet, and the rent is $3.25 a foot. The annual rent is $295,815, 
and the term of the lease is for 20 years. : 

Mr. Hazen: What about the space in the rest of the building. 

Mr. Coorrr: The next two floors are rented to the Trans-Canada Air Lines. 

Mr. Nicuoison: At the same rental? 

Mr. Coorrr: Yes, $3.25 a foot. 


Mr. Hazen: Well, the cost has increased considerably over your former | 
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Mr. Hazen: That lease is made between you and Trans-Canada Air Lines? 
Mr. Coorzrr: Yes, sir. ; : 

Mr. Hazen: You have not leased that to the government? 

Mr. Coorrr: No, sir. 

Mr. Hazen: What rent are you getting from them? 

Mr. Cooprr: We are getting $3.25 a foot, and there are 30,225 feet, square 


Mr. Hazen: What does that come to? 
Mr. Cooper: The annual rent is $98,231. And there is more than that. We 


have rented space to the International Air Transport Association; I.A.T.A. 


The CuatrMan: It is now 1.00 o’clock, Mr. Hazen. 

Mr. Hazen: All right, I do not care. 

The CHairMAN: If you have not much more, you may continue at this time. 
Mr. Hazen: Are you prepared to give me the names of the tenants and 


the rents they pay? 


Mr. Cooper: Surely, I can give you them now. JI.A.T.A. will pay $3.25 
per foot. They have 10,266 feet. 


Mr. VaucHan: I think we had better put it in the record for you. 
Mr. McCulloch: I move that the report be adopted. 

Mr. Hazen: Did the Canadian Pacific Air Lines take any part of it? 
Mr. Cooper: Yes. 

Mr. Hazen: Did B.O.A.C.?- 

Mr. Coorrer: They have not come in yet. 

Mr. Hazen: Will there be room for them when they do come? 

Mr. Coorrr: Yes, sir. 


Mr. Hazen: You mentioned a company called K.L.M., the Dutch Air Line. 
Did they come in? 


Mr. Cooper: We expect that they will. 

Mr. Hazen: They are not in yet? 

Mr. Coorrr: No, sir. 

Mr. Hazen: Will it disclose their names, the list you are going to put in? 
Mr. Cooprr: I ean list the leases which have been agreed on but they 


have not yet been executed in all cases. For instance, I have letters from the 


Canadian Pacific Airlines agreeing to the terms, and we have concluded an 
arrangement with the Bank of Montreal. 


Hon. Mr. CuHevrier: The lease is not completed but the agreement is made. 


_If there is no recorded lease there is at least a verbal agreement, and a new lease 
will be entered into in due course. 


Mr. Cooprr: Yes. 
Mr. Hazen: You told us last year that the rents you were going to get from 


’ this building would be sufficient to amortize the cost of the property in thirty-one 
years. 


Mr. Cooprr: Yes, sir. I still think that. 


4a | _ SESSIONAL COMMITTEE — 


Mr. Hazen: Will the agreements which you have entered into now be 
sufficient to produce a rental adequate to amortize the cost of the sat in 
thirty-one years? 


Mr. Coorrer: Yes, sir, when we fill up the building. There is one floor which 
is not fully occupied yet. 

Mr. Hazen: I see, there is one agreement you have not entered into yet? 

Mr. Cooper: There is one floor which has not been rented in its entirety 
but negotiations are going on. 

Mr. VaucHan: I might say this, Mr. Hazen, that nine full floors have been 
rented and agreements entered into. They cover the airlines and air organiza- 
tions to which reference has been made and these take up more than nine floors. 
I think it is fair to say this, that we have more applications for office space 
than we have space available in that building. | 

Hon. Mr. Curvrier: How many floors are there in that building, Mr. 
Vaughan? 

Mr. Cooppr: There are ten floors. 

Mr. Vaucuan: And agreements have been signed for nine and one-half 
floors. 

Mr. Hazen: I wonder if the minister could tell us when the royal commission 
will sit? 

Hon. Mr. Cuevrier: I cannot say anything more than J said in the House; 
namely, the chairman expects he will be able to start sittings at the end of April. 

_ Mr. Nicnotson: There is one more question before we adopt the report, 

Mr. Chairman. Could we have some report on the position of the land still held 
by the railway; the amount of land which has been sold, the amount of land 
available, and the type of land? 

Mr. VauGHAN: We will file a statement of that in the record. 

- The Cuarman: Would the committee be agreeable to adopt this report? 

Mr. Hazen: We still have one or two questions to ask. Who are the officers 
of this International Air Transport Association? Whom do you deal with? 

Mr. Cooper: We dealt with Dr. Warner, who is the president, and his officers. 

Mr. Hazen: I would like to have that information before we Se the 
report. 

Hon. Mr. Cuevreier: It is a specialized agency, an international body. It 
is a special agency of U.N.O. and all countries belong to it. Canada has a 
representative on it. It is an international organization. 

The CuairmMan: Is that agreeable, gentlemen? 

Some Hon. Mrempprs: Carried. 

The CHaiRMAN: We will adjourn until 4 o’clock this afternoon. 


The Committee adjourned at 1.05 p.m. to meet again at 4 p.m. this day. 
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Mr. Chairman. On the left- ene side under the Matlin of assets, we | 
have investments, current assets, deferred assets and unadjusted debits. 

Under investments, the principal item is road and equipment property. 
That is our investment. in railway property, amounting to $2,071,000,000; and | 
taken with the next two items, improvements on leased property and miscel- 
laneous physical property, it comes to a total of $2,138,000,000. ‘The first | 
amount refers to a total of 22,558-31 miles of owned railway property. Of the | 
total I would say that about three-quarters is fixed property and one-quarter 
would be rolling stock. Our rolling stock equipment investment is $572,000,000. | 
The investment per mile of road is $88,000. Compared with the United States 
railways they are about 30 per cent more per mile of road; or perhaps I should 
put it the other way, that we are 30 per cent less per mile of road than the 
United States railways. The Canadian Pacific figure would be about $86,000, | 
so the Canadian National and the Canadian Pacific cost per mile is about the | 
same; and as I said, we run about 30 per cent less than the railways in the | 
- United States. : : 

Improvements on leased railway property: That is the cost of improvements |} 
made in railroads under lease to the Canadian National. One of our principal | 
leased lines, is the New England Northern, which is leased to the Central 
Vermont—125 miles of road. 

Miscellaneous physical property, the principal investment there is the: 
hotel investment of the Canadian National. We have $27,660,000 invested in | 
the hotels which we operate. We have also $11,600,000 invested in the Hotel | 
Vancouver, and the rest of that item is our investment in other non-railroad | 
property. | 

Capital and other reserve funds: That amounts to $18,698,000. Most of it | 
represents the proceeds of equipment trust issues which are on deposit. Issues | 
have been made and monies have been put on special deposit and are available | 
for the payment of equipment ordered by the railway. It is available when | 
needed. 

Deferred maintenance fund represents the investment of amounts set 
aside during the war years. Originally we had $39.000.000 which has been 
reduced in the last four vears by $22,000,000, and $17,000.000 is what remains. 

Investments in affiliated companies: They are detailed on page 22. The) 
principal companies are the Toronto Terminal Railway Company and. the | 
Northern Alberta Railwavs Company. both of which companies we own jointly | 
with the Canadian Pacific. Then there is $26,509.000. which represents onr | 
investment in Trans Canada Air Lines. The other investments are small, | 
representine investments in commanies which we do not control. 

Now, then there is a groun of accounts under the heading. “Current assets”: 
The items under this group sneak for themselves. The first item cash. we have 
€19,900.009 cash on hand in the banks. "'Temnorarv cash investments. $5,499,000. | 
The princinal item there. is the investment of the reserve for amortization. 
of war projects. $4.800.000—that is monev set aside for the 
pavment. of ‘shea EE receivable from agents and condretors— } 
$16.604,000—those are balances in the hands of our agents as at the end of the : 
year. 

Miscellaneous accounts receivable, $11.581.000: that represents amounts | 
receivable from various corporations and individuals including the government. | 

Material and supnplies. $74.024.000: That represents our working capital | 
represented by material; rails, ties, fuel, and general stores. | 

Interest and- dividends receivable, $214.000; that is interest and dividends. 
which have been accrued as of the date of the balance sheet but not received. | 

Accrued accounts receiv are accounts which have | 
not reached a final stage of audit, ate for ple we bet made provision on an | 
estimated basis. i 
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» ‘We now come 60 the» next section, ‘Deferred assets”: They amount to 
: $61,401,000. The principal item in that. group is the insurance fund. : 
1 We have also $45,120,000 invested for pension contracts, representing the 
capitalized value of pension contracts outstanding in the hands of pensioned 
- employees at the end of the year. 

; There is not very much on the remainder of the page. Discount on funded 
_ debt is the balance of the discount and expense suffered at the time the bonds 
- were issued, which is to be amortized over the remaining life of the securities. 
2 On the liability side, we have the item of $584,000,000, which is the funded 
debt of the railway outstanding i in the hands of the public, the details of which 
are shown on page 21. 


Mr. Pourior: I cannot understand, Mr. Chairman, why these iis are 
not prepared in the same way as our estimates. On our estimates we have the 
item and the details. For instance, we have the item indicated and then we have 
_ the detailed statement as to what that item is made up of, and then we have 
the second item; and that simplifies the work of the minister when he has to 
answer questions and enables him to do so properly; and it simplifies the work 
_ of parliament too to have that detail before us. I think you have some of these 
' things, investments of this company, there in the back; but I think all these 
_ items should be numbered with reference to the total that should come in the 
second part. You do it for some of the items, why do you not do it for all of 
them? It would be simplified and easier of explanation and you could go to 
_ the book and have the whole thing right there before you. If I ask you for it, 
_ you can tell me. Why don’t you put some mark of it on this statement so that 
_ we can understand what it is? At the present time you are asking us to do 
a certain thing and it is not mentioned in your report; I mean by that, we do 
- not know the page number. We do not take notes. We should be able to get 
a the information without having to wait for Hansard, or without having to write 
_ it down ourselves; particularly without having to wait for the arrival of the 
printed reports some considerable time after. It is not fair. 


Mr. Cooper: Well, first, Mr. Pouliot, it would not be of very much use to 
have all the information printed in the report. It is not customary in railroad 
' accounting to itemize in too great detail all the balance sheet accounts. We 
4 give the principal ones, and as I understand it the purpose of this committee 
_ is to give members of the committee an opportunity to ask for a more detailed 
- explanation if they want it. I have been before this committce for many years 
when details of the balance sheet have not been asked for; and may I add, 
Mr. Pouliot, that some of these items are not matters that we should broadcast. 
We. would not want, for instance, to give a detailed statement of accounts 
q receivable; or, take our accounts of materials and supplies, $74,000,000, it is not 
q customary for a company like ours to state publicly how much it has of this 
or that. They see that we have $74,000,000 worth of materials on hand. I have 
_ said that represents rails, ties, fuel and items of that kind; but in doing that 
_ Iam very far from giving you a complete analysis of it. If T were to tell you 
all the categories of stores on hand I could go on and on and on, until you 
' became tired of listening to me. 
Mr. Poutior: I would never be tired of listening to you because it is a 

pleasure to ‘listen to you. 
Mr. Cooper: Thank you. 
_ Mr. Povutior: Don’t forget that. I want you to know that you are one of the 
- officials for whom I have the greatest regard. You know that, don’t you?. 
Re Mr. Coorrr: Yes, but may I suggest that it is not oa to say you like to 

listen to me and then propose a method of saving yourself the trouble of listening. 
_ Mr. Povrior: Don’t call me logical, I would be insulted. 
_  384082—4 
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Mr. Coorrr: I would not ate to do that. However, I started off by saying : 
that if I gave you all the items included in the statement it would be so tedious | 
that you would not be interested in listening to it. 


Mr. Povuuior: Oh now, your answer is casuistic. I will tell you, Mr. Cooper, | 
what I want. I want something that I can understand. For instance, there is | 
an item of investment, and that refers to page 22. Now, what I want is to have 
that page 22 indicated on this balance sheet so I will know where to turn to: it 
Do you see what I mean? 


Mr. Cooprr: Yes. We could do that. 


Mr. Poutior: And you could make a distinction between the information | 
that you can give and the information which you cannot give. Why not include | 
on page 12 a reference to investments in affiliated companies on page 22. It would 
save a lot of trouble if you were to show that. 


Mr. Murcu: If I might interject, Mr. Chairman, I think what Mr. Pouliot 
is addressing himself to is a concordance on this consolidated balance sheet | 
showing the page on which a breakdown of the individuals items can be found. | 
If you had another column there, Mr. Cooper, relating to the page on which the 
breakdown is given, I think that i is what Mr. Pouliot “has in mind: when he says 
that he would like to have more information available at a glance, that he would | 
like to know where the related information can be obtained. 


Mr. Cooper: I have here a book which is an office record and it ‘gives a | 
breakdown of each of these balance sheet items. Now, take just this one account. | 
I imagine there are twenty to thirty different items, and if I were to give all the 
details supporting that account, it would take up considerable time and space. | 
After all, you must remember that this is a $24 billion company we are talking | 
about. 


Mr. Pouuior: I know that very well, that is why I make the suggestion. | 
T consider that the Canadian National Railway is a big company. I am interested 
in that company just as you are although I am not in the same capacity. As | 
members of parliament we represent the country and we are entitled to have some | 
information. In fact members of parlament have a right to know everything and | 
if there is something of a private nature, then you should tell us that in private, | 
and I do not know of any member of parliament that would break the trust you | 
might have to put in him. | 

I am not trying to waste the time of the committee and I will be very short. 
I think, however, if you had one, or two, or three, lines in ‘explanation of the | 
particular item we would have the satisfaction of understanding the report of the 
railway. I do not wish to be hard on you and I do not wish to have any inside | 
information on the Canadian National Railway which might be embarrassing | 
in some ways but what I want is something which is intelligible. I know, Mr. | 
Cooper, that you can give us that information intelligently if there is anyone | 
who can give it. I say that because I mean it. 


Mr. Cooper: We will consider what has been said. 


Mr. Poutior: If my suggestion has not been carried out in the past perhaps ‘ 
it is because it has been overlooked, or perhaps some people have not been as | 
interested ‘as I in the affairs and the progress of the railway and therefore I will 
give the benefit of the doubt to you. i 


Mr. Cooper: Going back to the balance sheet, sir, on the liability side, there F 
is long-term deht-oftunded debt unmatured, $584; 000, 000. That is the total ‘of the 
bonds. and other obligations of the Canadian National System held in the hands — 
of the public. The detail is shown on page 21 and it will be seen that 
$490 485,398.95 is guaranteed directly by the government of Canada. $1,952,-— 
107.61 is ouaranteed by the province of British Columbia. $59, 210,000 is pres ; 
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; 
sented by equipment trust. issues. $32,585,151.46 represents miscellaneous 
. ee of the predecessor corporations—Grand Trunk, Canadian Northern, 


~ and Grand Trunk Pacific. 
- It may be of interest to the committee to know that the average of interest 


on the $584,000,000 is 4-03 per cent. 


The next item is the amount which the railway owes to the ove eon 


of Canada, $760,494,825.11 and the details of that are set out on page 20. 
Loans for repatriation of U.K. securities amount to $391,439,302.58; loans for 


- debt redemption amount to $278,925,788.39; loans for new rolling stock amount 


to $38,228,164.56; loans for investment in T.C.A. $19,043,022.71; loans for 


- capital expenditures and working capital $16,086,566.33; Canadian government 
_ railways—working capital at consolidation 1923—$16,771,980.54. The average 
_ rate of interest on the amounts shown is 2:90 per cent. 


Mr. Povutiot: What are the securities you have mentioned there? 
Mr. Cooper: They were securities repatriated during the war when the 


_ United Kingdom as a means of financing its purchases in Canada of munitions 
and food took over from United Kingdom residents their dollar securities. 


Holders were forced to sell their securities to the Bank of England; the Bank 


of England sold to the Bank of Canada; the Bank of Canada sold to the 
- government of Canada, and the Canadian government sold to the Canadian 
- National Railways. 


Mr. Pouuior: It was a guarantee for the $700,000,000 loan? 

Mr. Cooprr: No, sir. The United Kingdom paid cash by the surrendering 
of that amount of securities. You will remember that in the beginning I think 
the first thing was that Canada received gold from the United Kingdom. The — 


second stage was that Canada took dollar securities and the third stage was 


the $700,000,000 loan. There was then the fourth stage where there was a gift 


by Canada to the United Kingdom. 


Mr. Pouuiot: Yes, it came in various stages. 
Mr. Coorrer: There were four stages and this was the second stage. 
Mr. Povunior: Mr. Cooper, what are the securities which you have noted 


there? What railways are concerned? 


Mr. Cooprr: There is a big list, Mr. Pouliot. 
Mr. Povuiot: Would you please give us a broad idea of what they are,. 


_ without taking too much time? What was the value? 


Mr. Cooper: The par value is $410,903,000. We paid $391,439,000 and 


_ there was a capital gain of about $19,000,000. I will give you the principal 


items. There was $19,308,000 of 5 per cent Grand Trunk perpetual debenture 
stock; $12,403,000 Great Western 5 per cent debenture stock; $113,886,000 


Grand Trunk 4 per cent perpetual debenture stock; $60,833,000 Grand Trunk | 


_ perpetual guaranteed stock; $40,950,000 Canadian Northern 4 per cent debenture 


stock. All in all there were nearly forty different issues of securities which 


were repatriated. 


ooh ad EPRI 


Mr. Pouuior: Did you repatriate all Canadian National Railways securities? 
Mr. Coorer: No, we could only repatriate those owned by residents of the 


United Kingdom. We did not make the vesting order. It was the British 
government which compelled its citizens to surrender their dollar securities. 


Mr. Pouniot: Yes, I know. 

Mr. Cooper: Some of those issues are held in Canada. Some of them are 
“held i in Ireland and on the continent of Europe where the vesting order of the 
United Kingdom would not have effect and such securities remain outstanding. 
We are attempting to buy them as and when we get the opportunity. We did 
_ buy some in 1948. 
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Mr. Povuuior: The procedure followed in the first step was the taking over 
of the securities by the British government. | 


Mr. Cooper: Yes, sir. 

Mr. Povuuior: Vou did not deal with private hacHduale? 
Mr. Cooprr: No. 

Mr. Povutior: You dealt with the government? 

Mr. Coorprer: We dealt with the Canadian government. 


Mr. Pouurot: Then there was another deal between the dominion govern- 


ment and the British government? 

Mr. Cooper: In Great Britain holders sold their securities to the Bank 
of England. © 

Mr. Povuutiot: Yes. 


Mr. Cooper: The Bank of England sold to the Bank of Canada or to the | 


dominion government. 
Mr. Pouuiot: Yes. 


Mr. Cooper: Then the dominion government sold, the securities to the 


Canadian National Railway. 


Mr. Pouuiot: It was not planned between the governments; it was done _ 


between government banks. 
Mr. Cooper: I think that is correct. 


x 


Mr. Poutior: Yes, and as you know, the Bank of England is government 


controlled? 
Mr. Cooper: In the same way the British eee also vested US. 


dollar securities. They sent those securities to New York in payment off 


munitions and food which they were purchasing in the United States. 
Mr. Povunror: Besides the amount set out here? 
Mr. Cooper: Yes, but of course we have nothing to do with that. 
Mr. Povutor: Yes. 


Mr. Cooper: There were also other Canadian government securities which | 


were held by U.K. citizens and dealt with in the same way, but we are only | 
concerned, with Canadian National Railway securities which were vested. 


Mr. Povuuior: Those securities were given in guarantee of the Canadian” 
government loan? 


Mr. Cooper: The government actually holds the securities as collateral - 


for their loan to the Canadian National Railway and, incidentally, the govern- | 


ment is charging 34 per cent on the amount involved. The government loaned 
us $391,000,000 to ‘buy the securities and it is charging us 34 per cent on that 
amount. 


Mr. Pounior: Did you get the amount from the Bank of Canada? 
Mr. Cooper: No, sir; from the dominion government. 
Mr. Pouuiort: From the dominion government. itself? 
Mr. Cooper: Yes, sir. 
Mr. Pounior: Who made the choice of the securities? 
Mr. Cooper: The British Government. 
Mr. Poutior: How was it done, Mr. Cooper? 


Mr. Cooper: They issued what they called a Maes order under a wartime 


authority. 
Mr. Poutior: I know, that was in England. 


| 


; 
| 


| 


| 
¥ 


| 


a 
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Mr. Cooper: If it had been in Canada and you held the securities the effect 
would have been this. An order would have been issued saying the securities 
you held—perhaps Grand Trunk 4 per cent debenture stock—would be vested 
in the dominion government as of a given date and the purchase price would 
be the market quotation on that particular day. 
Mr. Pouuiot: I know but the take-over by the British government was 
naturally done by the British government itself? 
Mr. Cooper: Yes. 
Mr. Poutior: They made the choice? 
Mr. Coormr: That is right. 
: Mr. Pouttor: Were you bound to buy all the securities taken over by the 
| British government, or could you make a selection? 
_ . Mr. Cooper: First of all the deal between Canada and the United Kingdom 
was a matter between the government of Canada and the government of the 
‘United Kingdom. We only came into the picture when the ‘Canadian govern- 
ment controlled the securities. 

Mr. Povuuior: As a third party? 
Mr. Cooper: We were a third party. 


be Mr. Povuuior: The matter was arranged between the Canadian Minister 
of Finance at the time and the British Chancellor of the Exchequer? 

: Mr. Cooper: Yes. We think it was a very good arrangement for us but 
a do not think there was any choice. The British government had to have 
“munitions and had to have food; one of the conditions was that they were 
to pay for it and this was the way they paid. 

Mr. Pouutor: I want to understand this clearly. The securities were taken 
over by the British government? 


Mr. Cooper: Yes. 

Mr. Pounror: Through the Bank of England, and the vesting ardee applied 
to Canadian securities held by anyone resident in the United Kingdom? 

Mr. Cooper: That is right. 

Mr. Poutior: In the British Isles? 

Mr. Cooprr: Yes. 

| Mr. Poutior: The decision of the British government could not affect 
‘securities situated on this side of the Atlantic? 

Mr. Cooper: That is correct. 

| Mr. Pouuior: It was decided to come to the assistance of the United 
‘Kingdom by purchasing these securities and you came into the picture to— 
‘complete the deal? 

Mr. Cooper: Yes, to finish it off. 

Mr. Povutior: To finish it? 

Mr. Coorrr: That is right. 

a Mr. Pountor: And this does not include any securities held by Englishmen 
in Canada? The securities, however, could have been held by an American 
or by anyone in the United Kingdom? 

4 Mr. Coorrr: I think that it only ‘applied to a U.K. resident. The vesting 
‘order applied irrespective of the place where the securities themselves were 
‘in custody. 


Mr. Pousior: I am not referring to the place where the individual was but 
‘it was a matter of where the securities were? If the securities were in the 
United Kingdom they were taken over by the British government? 
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Mr. Coorrr: No, sir, I think the vesting order applied on the basis of 
the domicile of the owner of the securities. 

Mr. Povutiot: Wherever he was? 

Mr. Cooper: If the owner was domiciled in the United Kingdom—even 
though he may have been in Canada—he was subject to the vesting order. 

Mr. Poutior: That purchase was of great assistance to the United Kingdom 
in buying munitions and food? 

Mr. Cooper: Yes, and it was of equal assistance to Canada in selling 
those munitions. | 

Mr. Poutior: What was the gain to the railways? 

Mr. Cooper: The capital gain? 

Mr. Poutiot: Yes. 

Mr. Coorer: We purchased $410,000,000 par value for $391,000,000 cash 
or in other words there was a $19,000, 000 capital gain. | | 

Mr. Pounior: Yes, I think that is what you said before. This particular 
broker’s transaction involved a, profit of $19,000,000. 

Mr. Cooprr: The railway got the profit and brokers did not come into the 
picture. 

Mr. Pouuior: No, no. I mean the railways have made a broker transaction 
themselves by getting that profit on the securities. Uk 

- Mr. Cooprr: If you put it that. way, yes. 

Mr. Poutior: Yes, I think we understand each other very well and I follow 
you very closely. 

Mr. Cooper: Continuing with the balance sheet under the heading of current 
liabilities, I do not believe there is any particular item which requires explanation. 
We owed the government of Canada $6,000,000, the balance due on deficit 
account. We actually drew down more than the deficit because we expected at one 


time in the year that the deficit would be more than $33,000,000 and we drew © 


down from the government $39,000,000 which was $6,000,000 in excess of the 


final deficit and we had to pay that back. There is also the item of $20,612,000 | 


representing interest in favour of the government, which had not been paid 
at the end of the year, but it has been paid since. 


Under the heading deferred liabilities we have our pension contract reserve — 


of $45,120,000 and other deferred liabilities of $5,600,000. 
Reserves and unadjusted credits include the insurance reserve $13,486,000 


and as I said this morning $12,000,000 of that is what might be called a free © 
reserve and the $1,486,000 is an amount. in reserve representing losses sustained | 


but for which the actual payment had not been made at the end of the year. 
Accrued depreciation—Canadian lines—equipment only—$112,858,155.19. 
That has been built up since 1940 when we started depreciation accounting on 
rolling stock. It represents approximately 22 per cent of the ledger value of 
our equipment in Canada. 
Accrued depreciation—U’S. lines—road and equipment—$26 046,765. 25. 
Accrued amortization of defence projects, $3,446,531.03. 
Deferred maintenance reserve $17,000,000, I referred to that previously. 
Then we have government of Canada—shareholder’s equity, $774.242.648.80. 


That represents the capital invested by the government of Canada in the — 


Canadian National Railway which is on an equity basis as distinguished from 


borrowed capital which we referred to a few minutes ago and which amounted — 


to $760,494,825. 
I do not know of anything else on the balance sheet which I ahold mention. 


Mr. Murcu: Straight capital investment? 
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Mr. Cooper: Yes. Actually, the government has $760,000,000 represented 
by interest bearing debt, and $774,000,000 which is equity capital. 
~ Mr. Fuuron?: I eee a few questions. You made a comment, Mr. Cooper, 


_ under current liabilities, government of Canada, interest payable. At the end. 


of the year that amount has since been paid. Would you tell me how that 


' would work? Would that increase your deficit by that amount, because I see 
| on the balance sheet where that $20,000,000 could have been drawn from. 


Mr. Cooprr: Would you mind referring back to page 4, where you will see 


_ the makeup of the $33,000,000. We had: net income for the payment of interest 
$11,297,000; interest on funded debt due to public, $23,202,000; mterest on 
- government loans, $21,627,000. In other words, of the $33,000,000, $21,600,000 
_ is interest due to the government. 


Mr. Futton: You stated that you were discussing this item on page 13, and 


_ you stated that this amount shown there has since been paid. 


Mr. Coorrer: Paid since the end of the year. 
Mr. Futron: My question is: from what source was it paid? 
Mr. Cooprr: That is a rather involved question and I do not want to make 


_ the answer too complicated. 


ai i ieee ae 


Mr. Futtron: You had a deficit baa! at that time of $33,000,000. 

Mr. Cooper: Yes. 

Mr. Furron: Where did you suddenly find the extra money? 

Mr. Coorer: You are involving on the one hand an accounting matter and 
on the other hand one relating to its cash payment. We are speaking of accounts. 
I am saying that we had a deficit of $33,000,000, and that included $21,000,000 
of interest due to the government. Of course, we have to pay our interest. 

Mr. Futron: The $20,000,000 shown on page 138 is included in the $21,000,000 
shown on page 4? . 

Mr. Cooper: That is so. A portion of $21,000,000 had been paid, and the 
balance remained unpaid at the end of the year, but it too has since been paid. 

-Mr. Pouttor: Do you remember a gentleman in Vancouver who proposed to 
get rid of the debt and the interest which appears on the books each year? Do 
you remember that man in Vancouver who hada proposal of some kind to remedy 
the situation? 

I have a question to ask you, and I shall ask it of you in a broad way. I 
know that you cannot give the figures to the last cent. But would you tell me the 
total ‘amount that has been advanced by the Canadian government to the 
Canadian National Railways, in a broad way? 7 

Mr. Cooper: Yes. $1,534,000,000, of which approximately one half carries 
interest and one half 1s equity capital. 


Mr. Pouuior: Equity capital. Now, what amount of interest, broadly ahhh 
ing, has been paid since 1923, approximately? 


Mr. VauGcHAN: You mean: interest paid to the government. 
Mr. Poutior: Paid or charged in the report? 
Mr. VAUGHAN: Yes. 


Mr. Cooper: I think I should ask for notice of that question and I will give 
you an answer tomorrow. 


Mr. Poutiot: Now I come to the point, Mr. Cooper, and my next question 
will be as follows: of the billion and a half dollars that has been loaned by the 
government; how much, approximately, was for arrears of interest? 


Mr. Cooper: None. 7 
Mr. Pouuior: The billion and a half dollars was made up of new advances? 
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Cooper: The billion and a half dollars all represent capital invested by 


the Dominion of Canada in its national railway system. 


ment to 
Mr. 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


Poutior: In the purchase of railways? 

Coorrr: Or for the reduction of capital debts held by the publie. 
Pouniot: And you had a deficit of so much, of $33,500,000? 

Cooper: Yes. 

Pouuior: Well, the inter est on the funded debt is $23,200,000? 
Cooper: Yes. 

Pouutor: And without that inter est, the deficit would only be $10,300,000. 
Cooper: Yes. | 
Povuuior: Therefore, two-thirds of the deficit represents the interest. 
Cooper: Due to the government? 

PouuioT: Yes, approximately. 

Cooper: In the year 1948, yes. 

Povutiot: And it would be paid from the advance made by the govern- 
the railways? 

Cooper: That is the only way we can pay it. What happens is: We have 


a deficit of $33,000,000.. 


Mr. 
Mr. 


Pouuiot: Yes. 
COOPER hee That money is appropriated by parliament to meet the 


deficit of the Canadian National Railways, and when we receive the money, 
we pay the government the $21,000,000 of interest due to them? 


Mr. 


Poutior: Yes. I do not favour the practice, but this is the actual 


practice for this year. 


Mr. 
Mr. 
Mr. 
Mr. 


Cooper: Yes, sir. 

Poutior: And it was the practice for the year before? 

Cooper: It has been the practice since 1932. 

Poutiot: Now, when I asked you what part of the billion and a half 


dollars represented arrears of interest, this is what I meant, and you said, 


“None.” 


dollars? 


Mr. 
Mr. 


But there was a lot of money for interest in the billion and a half 


Cooper: No, sir. None. 
Pounior: Well, if in this amount of $33,000,000, there is $21,000,000 


for interest, and if it has been the same thing each year? 


Mr. 


Coorer: Let me explain it to you this way, Mr. Pouliot. Any money 


which was required for capital for the Canadian National Railways was lent 
by the government to the Canadian National at interest. That amounts to 
$760,000,000. Any money for deficits is voted as a contribution by parliament; 
it is not considered to be a loan. It is a contribution. It is an indemnity. It 
discharges the deficit for the year. It is not capitalized. 


Mr. 
Mr. 
Mr. 


Pouuiot: That is some accounting technique! 
Cooper: No, sir. 
PoutroT: No, no. I do not say that in any wrong sense, mark you. 


But I just wanted to understand what happened. Now, I shall ask my question 
this way: could you please tell me what amount has been voted since 1923. 
inclusive for arrears of interest. 


Mr. 
Mr. 
Mr. 
Mr. 


CoopER: Since 1923? 

PounioT: You may give it to me in a broad’ way or in a broad manner. 
Cooprrr: You know, this is a rather complicated affair. 

Poutror: I know, and that is why I asked you. 
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Mr Aap: I aati think I had better take a little time rather than answer 
“your question on the spur of the moment. 

te Mr. Povuuiot: Let us start with this year. The w ay I would like to have 
4 is this: this year’s deficit is $33,500,000; interest $21,000,000; and the year 
before, showing so much and so much. Then one could set a picture of it. 


;. Mr. Murcu: Am I right in this: that of the accumulated sum of all the 
-annual deficits which have been voted by parliament no part of that money 
appears in the billion and a half dollars capital investment. 


( Mr. Cooper: That is quite correct. 


‘i 
_ Mr. Nicuotson: How about prior to 1932? 

; Mr. Cooper: That was all cancelled by the Capital Revision Act, and it 
“was taken off the account at that time. 

The CHAIRMAN: You have some questions, Mr. Fulton? 

4 Mr. Futton: Yes. With regard to the balance sheet you show a figure 
for deferred maintenance of $17,000,000; and you stated that it stood at a 
‘considerably larger figure after the war, and you stated that from time to time 
amounts had been taken into revenue in each year. I was going to ask you 
where, in your operating statement, did you show any amount taken into that 
_fund, because I could not find it. 

i Mr. Cooper: In 1948 we took in $8,000,000. On page 15, under the heading 
of maintenance of way and structures, a little more than halfway down, you will 
_see the item of $4,500,000 in italics, which represents credit to maintenance of 
: way from the deferred maintenance fund. 

: Mr. Fuuton: Yes. 

t Mr. Cooper: And if you will please turn over to page 16, under the heading 
of maintenance of equipment, you will see the last item therein, $3,500,000. 
Those two figures make up your $8,000,000. 

Mr. Fuiton: I see. You show it as a eredit under expenditures rather 
than a credit under revenue, or else an income under the heading of revenue. 
, Mr. Cooper: It is a credit to expenditures; it is not revenue in the sense 
that it was money earned for the transportation of freight or passengers. All we 
| did, of course, in the war years was to set aside an amount to represent the 
| maintenance which had been deferred, and as we have been making good that 
| deferred maintenance we have been releasing the amount from the reserve back 
| to the eredit of operating expenses. 
| Mr. Futon: So, you do not actually take it into revenue? 

Mr. Coorrer: Not into revenue in the sense you use the word. It is a credit 
| to expenses. 

Mr. Futton: My next question concerns the net balance receivable from 
| agents and conductors. I am referring to page 12. That would be with respect 
} to traffic im the year 1948. 

q Mr. Cooprr: Outstanding at the end of the year. Those are the balances 
j due by agents and conductors, yes. 

: Mr. Fuuron: Can one offset that money against the deficit in any way? 
| Could you say that, in fact, your deficit has not been as great? 

| Mr. Coorrr: No, sir. 

: Mr. Futtron: Why not? If you are still owed this $16,000,000 for services 
| which you have rendered during the past year, how is it that you cannot reduce 
| your deficit. in fact? 

1. Mr. Cooprr: Again, you are mixing up accounting with the cash transaction. 
j Let us say that we have a bill against a shipper for $1,000, for the transportation 
fof freight and that the service has been performed. So we charge the agent 


ia 
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with $1,000 and credit that amount to our freight revenue account. If that were 
the position at the end of the year, and if the agent had not remitted the $1,000, 
it would remain charged to him in the balance sheet. But th® revenue account 
has been credited with the amount it was entitled to. a 

Mr. Futron: Wait a moment, please. — interruption. 

Mr. Cooper: Let us say that we have a shipment on which frciahe charges 
amount to $1,000, and the service has been performed. ‘The freight reaches its 
destination. Now, the agent has the bill, we will say, against the A.B.C. company 
for $1,000. So he sends out a debit advice. Let us assume that at the end of 
the year, December 31, that amount has not been paid. 

Mr. Fuiron: All Gone 

Mr. Cooper: Now, in our accounting, we set up an item debiting the agent 
for $1,000 and crediting the freight revenue for $1,000. That is the way it 
stands at the end of the year. You see what I mean? 


Mr. Futon: I see. 

Mr. Cooper: When the $1,000 is paid, it just goes to the er edit of the agent. 
It has no effect on the revenue account. 

Mr. Futon: Then, if I understand you correctly, you would say that this 
$16,000,000 is other than an income item, and it has been shown in income for 
the year somewhere? 

Mr. Coorrer: Yes. Let me put it this way: If the entire $16 millions had 
been collected by December 31 then our cash would have been increased by © 
$16 millions and the balance from agents and conductors would be zero. It would 
just move up from one asset account to another. 

Mr. NicHotson: I would like to refer to the item on the lability side of 
$584,000,000. That is a large item, and Mr. Cooper mentioned interest in 1943 
being a very large amount in the account here. President Vaughan did not wish 
to indicate just what proposad he was proposing to make with respect to a 
government reduction in the debt item, but had the government accepted the 
proposal made three years ago what would be the position of last year’s 
operations as far as deficit is concerned? 

Mr. Cooper: As far as the $584,000,000 is concerned, 1t would not have had | 
any affect at all because the proposals which we made did not deal with the ~ 
debt to the public, it was a matter between the government and the railway in 
respect to moneys owned by the railway to the government. — 

Mr. Nicuotson: What would it have meant in your operations? 

Mr. Coorrer: It would not have meant anything at all, sir. Wait a minute, 
you are getting away from the $584,000,000. I think your question, if I may 
state it for my own clarification, is that had the proposals made three years ago — 
been adopted and put into effect, to what extent would the $33,000,000 deficit — 
be reduced? 4 

Mr. NicHouson: Yes. 

Mr. Cooper: It would be reduced by $13,700,000. If you will turn to 
page 20, Mr. Nicholson, you will see there under the heading “Loans from the — 
Government of Canada” where we owe $391,000,000 for the repatriation of — 
securities on which the interest in 1948 was eos 700,000. ) 

Mr. Coorrr: No, sir. : 

Mr. Nicuoutson: Yes; but in connection with these outstanding securities 
I notice, over on page 21, that there are some 5 per cent issues made some — 
seventy-five years ago. Is there not some way that we can get away from © 
them? : 

Mr. VauGcHAN: We are calling them just as fast as we possibly can. 
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Mr. NicHoutson: How long are they perpetual for? 
Mr. Cooper: Unless you can negotiate a sale from the owners to the railway, 


and in the absence of a vesting order by the Canadian government compelling 
_ the owners to surrender their securities, there is nothing you can do about it. 


Mr. Mutcu: That would be a repudiation. 

Mr. Cooprmr: That would be repudiation. 

Mr. NicHotson: These agreements were made seventy-five years ago, and 
apparently they. were made to be perpetual for all time to come. I do not 


_ think that is sound er fair. It is not good business. 


Mr. Coorrr: Personally, Mr. Nicholson, I agree with you, it is not a sound 


_ proceeding. I do not think there should be issues of perpetual securities. I 
_ do not see why any generation has the right to impose on all future generations 


obligations at an interest rate of 5 per cent. 
Hon. Mr. Cuevrier: Hear, hear. 
Mr. Nicuoitson: Who holds the securities? 


Mr. Coorrer: I believe they are pretty well scattered; some are held in 
Canada, some on the continent of Europe, some in India, some in Ireland. 

Mr. Nicuoutson: Apparently the Government of Great Britain in the 
emergency decided a vesting order was legal and constitutional. I do not see 


- any reason why the Canadian government should not decide that this agreement 


made seventy-five years ago by our grandparents is being abused. 
Mr. Fuuron: Was it before the Securities Commission? 


Mr. Cooper: The other side of course, Mr. Nicholson, is that these are 
perpetual issues, and whether you like it or not we cannot compel people to sell 
them to us. We can go to them and say we will buy them at whatever the 


‘market value is today; but they say, well we don’t want to sell. 


Mr. NicHotson: There must be some people willing to sell them, willing 


_ to accept payment at a price. 


Mr. Coorrer: We are negotiating at the present time and we did in 1948 


_ buy in some of these perpetual securities. 


in 1923? 


Mr. Futton: The quoted price on them today is $117, is it not? 
Hon. Mr. Curvrier: What is the total amount of the perpetuals? 


Mr. Cooper: They are shown there on page 21.. There are about $12,000,000 
of perpetuals outstanding. 


Hon. Mr. Cuevrirer: And what was the amount when the C.N. took over 


Mr. Cooper: I will have that figure worked out. It would be over 
$300,000,000—under the repatriation proceedings we picked up about $300,- 
000,000 of these perpetual debentures. 


Mr. Fuiton: In what years? 
Mr. Cooprrr: In three or four years, beginning in 1940. 
Mr. Fuuton: When were they issued? 


Mr. Cooprr: They were issued at the beginning as far as the Grand Trunk 
is concerned. Back in 1850. That was a method the Grand Trunk used to 


finance its construction. The Canadian Pacific has a big issue of 4 per cent 
_ perpetual debenture stock. All the British railways I might say generally have 
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been financed by the sale of debenture stock. They do not issue securities 
secured by mortgage, they finance and build their railways by the issue of 
debenture stocks. 


Mr. Mvurcu: And the holders are sr es of income forever on them. 
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Mr. Coorrr: Well, there is the question of what recourse the debenture stock 
holders would have in case of default. In the case of the Grand Trunk there 
never was any default, so what would happen is somewhat academic. 

Mr. Murcu: Well, suppose a company in which you held debentures ot 
this type went broke, you would lose your capital. 

Mr. Cooper: I tink in such an event the debenture stockholders would 
step in and take possession and the junior securities, the first second and third 
preference and common stockholders, would be washed out rather than the 
debenture stockholders. The debenture stockholders have a prior charge on 
the assets. In the case of the Grand Trunk they were in a very secure position; 
so much so that even when they were bankrupt the Dominion of Canada 
guaranteed interest on their perpetual debenture stocks. However there has 
never been a defdult on the stock from the date it was issued. ! | 

Mr. Murcu: And the government holds all the assets against that too. 

Mr. Coorer: They control the property, yes. | 


Mr. Moore: Are these debentures subject. to succession duty on the death 
of the holder? 


Hon. Mr. Cuevrirer: They are assets of the estate; yes, they moide be. 


Mr. Furtron: You have on page 21 a separate ron of the funded 
debt, and there are two issues guaranteed by the Province of British Columbia. 
What is the effect of that? The Province of British Columbia is not still in 
a position where it would be liable? 


Mr. Coorrr: In the legal sense, yes: but for all Gece purposes they are 
guaranteed by the Dominion. 


Mr. Furron: When they took over the system—in 1923, wasn’t it—didn’t 
the Federal government assume all liabilities? 


Mr. Cooper: No, they did not assume it by any legal process. They have 
assumed it by Just taking over to protect the system and prevent foreclosure 
by those particular holders of the property. It would seem almost axiomatic 
that the company will have to pay them off. 

Mr. Murcu: But the Province of British Columbia is still legally lable. 


Mr. Cooper: I would not like to go into the legal aspects of the matter. 
There is never any legal release to the Province of British Columbia with respect 
to these securities. They guaranteed them and that guarantee is outstanding, 
but there is no question that the railway will redeem the securities—I think 
next year, 1950. 


Mr. McLure: Mr. Cooper, there is one item on page 13, taxes accrued, 
$3,987,000. Can you state approximately the total amount of taxes paid by 
the Canadian National Railways? 


Mr. Cooper: Railway taxes in 1948 amounted to $10, 318, 000; and further 
on, you find under the heading “Miscellaneous taxes” $126, 000. In answer 
to your question, the taxes paid in 1948 were about $11,150,000 including hotels 
and other properties. 

Mr. McLoure: That would include taxes which are paid on purchases? 

Mr. Coorrr: No, that does not include sales tax. 

Mr. Murcu: It does not include any interest taxes. 

Mr. McLure: That does not include any taxes except— 

Mr. ‘Cooper: Any taxes which relate to the cost of materials are charged 
up as part of the cost of material. 

' Mr. VauGHaANn: Sales tax and duty would amount to some $15,000 000 
additional. 
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Mr. eer: There is an item there on page 13, insurance reserve. This 
morning Mr. Cooper made some mention about building it up to $12,000,000 
only. Was there any reason for quitting at $12,000,000? 
Mr. Cooper: No, but over the years our experience was that when the fund 
went to $12,000,000 we were able to pay any losses which were sustained. 
a : Mr. NicHotson: And if you get over $12,000,000, what happens then? 
a Mr. Cooper: We usually transfer any surplus over the $12,000,000 into our 
income account. 
Mr. NicHotson: You mentioned having a big fire last year. 
Mr. Coorrr: In that case, of course, the fire was a serious one. The losses 
for the year were nearly $2,000,000, and the railway had to make it good by a 
charge against income account, in exactly the reverse of what was done in the 
years in which we had a surplus. 
Mr. NicHotson: In how many years have you not had a surplus? 
Mr. Cooper: In not more than two or three in the twenty-six years since 
1923. Ordinarily we have had a profit in the insurance fund. 
Mr. NicHotson: Would you place the details of it on the record? 
Mr. Cooprr: It would not be any trouble. We gave it to you last year and 
we only have one year to add to it. : 
The CuarrmMan: Any other questions, gentlemen? 
Some Hon. Members: Carried. | 
iy The CuarrMAN: We are pretty well over the lot here. We have discussed 
- operating revenues and expenses. 
Mr. Futtron: No, I would not say that. I was under the impression that 
we were discussing the balance sheet. 
The CHAIRMAN: O.K. 
Mr. Fuuron: Perhaps some of the officials might have some comment to 
make on the operating revenue and expense. 
Hon. Mr. Cuervrier: We had a discussion on that this morning. 
The CHAIRMAN: We did take up a lot of that. Now, we will take page 14; 
capitalization of the C.N.R. Are there any questions on that one? 
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CAPITALIZATION OF CANADIAN NATIONAL RAILWAYS 


Balance at Per cent 
Year 1948 31st Dec., 1948 of Total 
Equity Capital:* 
Government of Canada—Proprietor’s Equity:— 
Capital Stock of Canadian National Railway 


D MUTA V Fae uninnte ctatavenes koe sia ae cull rer eutoua at hk Nochange $  18,000,000.00 
Capital Stock of The Canadian National Rail- 
WalVS POCCUYHIES HE LUBG uy se teata ets. a ace ans No change 378,518,135.02 


Capital Expenditures by Government of 
Canada on Canadian Government Rail- 
RVUIR ities (ae rsdanciton el suac aie Oh i hee cian area, $ 46,747.66 377,724,513 .78 


$ 774,242,.648.80 36-5 


; Borrowed Capital: 
es Funded Debt Held by the PBI. ee ae, he $ 1,372,896.13 $ 584,232,658.02 
a Loans from the Government of Canada ....... 71,024,476 .60 760,494,825.11 
ae $1,344,727,483.13 63-5 


$2,118,970,131.93 100-0 


*Excluding shares of subsidiary companies held by public—$4,567,540. 
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The Detroit & Toledo Shore Line Railroad Company: 


Assumed by Grand Trunk Western Railroad Company as joint and several guarantor te 
endorsement of principal and interest of $3,000, 000 ‘First Mortgage 40 per cent—50 Year Gold 
Bonds due 1953. 

The Toledo Terminal Railroad Company: 

Assumed by Grand Trunk Western Railroad Company in respect of $5,800,000 First 
Mortgage 43 per cent—50 Year Gold Bonds due 1947. The gauarantee is as to interest only and 
is several and not joint. Grand Trunk Western’s proportion is 9-68 per cent. 

Chicago & Western Indiana Railroad Company: 


Assumed by Grand Trunk Western Railroad Company, pursuant to joint supplemental lease 
dated Ist July, 1902, between Grand Trunk Western Railway Company and four other 
proprietary companies. Obligation is for repayment of principal of bonds at their maturity, 
and of interest as it falls due by way of annual rentals. The Grand Trunk Western’s obligation 
is for one-fifth of the bonds issued for “common” property and the entire amount of bonds issued 
for its “exclusive” property. The bonds are Consolidated Mortgage 50 year 4 per cent bonds 
due 1952 and the amounts outstanding at 3lst December, 1948, are:— 

_ Issued for “common’ property we SRT ARAL eRe eM GORI He ah $39,973,019.39 
Issued'for ‘exclusive’ i:property. cvs. uae aie ee oe 252,535.36 


Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental Jease 
dated Ist March, 1936, between Grand Trunk Western Railroad Company and other proprietary — 
companies. Obligation is to pay as rental sinking fund payments sufficient to retire bonds at 
maturity and interest as it falls due. The Grand Trunk Western’s proportion is one-fifth in | 
the absence of default of any of four other tenant companies. The bonds are First and | 
Refunding Mortgage 44 per cent Series “D” Sinking Fund Bonds due 1962 and the amount © 
outstanding at 3ist December, 1948, is $15,543.000. 
C.N.R. Pension Plan: 


Reserves have been set up against contracts in force under the 1935 contractual plan, but 
not against pensions conditionally accruing under that plan or prior to non-contractual plans. 


~The CuHarrMAN: Now, operating revenues and expenses. Mr. Fulton was 


not here at the time when we were discussing that. 


OPERATING REVENUES - 


1948 1947 
als Ste CLC CaN ele AE Ue rs Cg ersehie Wit are ero $388,186,787 .20 $338,440,473.29 


Payments under Maritime Freight Rates 


POE BO oii sidesne ahhes eaiiade ete Glee cea bo ND 0,30 1504.1 580) 4,141,529 .39 
LEYS (3) Hog) aa ge RRM ah Cog IU OD Ub Loy cee eI KA 41,562,141.00 43,017,689 . 66 
7 DUCHESS Bese oak gga rap PSEA Se PG PAN Lae EIU 159,572.60 159,926 . 67 
Se Reveu Op gah Ee i peel bs Nae eRe oO ae ROR IM cee an A 3,161,913 .80 3,176,570.61 
Partornandd (Warr Gay ita punt enn eulawilny eines 300,855 .99 303,941.31 

PVD eats tel Var ey oN Ua CHAU h Cr PV Sne COPV ACS 7 Ese Ma Rs ea Cth 4,761,629 .31 4,583,160.69 
Railway Express Agency eee SIAR DNR MG eh 497,817.12 460,112.11 
AE STATOR eerie odie ah Gis satan ee AR Mawes Cosdee NOR Soin 22,912,944.07 20,791,671.70 
Other «Bassengerstr aia et) eit me 8 ome ie 16,491.15 (19,479.13 
oll bie UE caiptel Sahacged ONAN NR MOSS ET MED 78 MO ANN Inge ETNSVEL 542,277 .69 478,090.37 
SS SAGs DE 2 (oy UU Aa GCE aE May Mee NIU FQ ea A 4,610,766 .22 4,061,705.77 
VV AGCT VET ARSE ETS Dole WR Ne elo wie iee won eh wie B23, 1O4. to 327,782.36 
Dining wand Butt Se gee ORS OMAN corti 2,920,394.01 2,488,583 .51 
JEYE LEER D RE EON A ag EUR RAR WEL it ae NPN RE CYA, 304,142.58 304,198.06 
Station; Train, and Boat Privileges ...)....... 403,824 .97 376,722.87 
SARC OME OOIN Ate s Lie bur atNy Maange ug vargas ih 88,340.61 94,459.66 
ROR AS Oar POUR teieteils § eiassici dua aUb uae te mie ts. acta 4 210,556.78 174,740.50 
DrOra ge Bape age tence) Welensenalg atte case wee es 57,046.52 61,251.47 
VO TELCO b os Ge hE geS et CP MAN Pe RRR ATA SUE EAST STEAL SUNT E NN Ge ah 2,122,556 .16 2,578,673.72 
Telegraph Commission (U8). o.3.0.00. 002 owe 11,748 .57 15,500 . 90: 
Pelecraph=—Commerctal oi icsPla. ogee eimrcle 7,873,598 . 00 ~ 7,685,919 .00 
Cat IO VACOL 5 cb ok erates gle arom bos Cen 268,408.88 293,964.15 
Rents of Buildings and Other Property ... 889,423 .43 784,272 .74 
VT RECR DATES Woe LAL. Cos ib suber a wiatels ist o/ ada tame aes 2,986,310.49 2,662,906 .54 
doin E actity——Credit yy, 2 vahlolen ei eeatews 852,159.45 813,608 . 63 
wom AHacllity—— Debt oo. igs ana ps ore does £L3\083013 98,954.18 
$491,269,950. 00 $438,197,980.00 
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1948 


$ 5,621,897. 
12,066,612. 
207,635. 
4,465,485. 
8,631,035. 
4,493,032. 
4,060,938. 
1,787,676. 
23,363,478. 
1,048,136. 
3,859,388 .7 
470,740. 
744,198. 
461,136. 
2,829,845. 
52,941. 
1,792. 
201,851. 
3,776,348. 
1,648,140. 
45,725. 
285,227. 
2,257. 
909,774. 
1,945,537.: 
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984,469. 
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1,359,315. 
4,318,701. 
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$ 86,012,266 
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$ 4,840,954. 
8,940,967 . 
62,197. 
3,330,862. 
7,704,258. 
3,988,418. 
3,155,437. 
1,683,977. 
19,247,121. 
843,287. 
3,153,164. 
353,104. 
633,854. 
351,992. 
2,340,796. 
81,741. 
134. 
168,346. 
2,755,249 «| 
1,395,017. 
45,418. 
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3,902. 
885,430. 
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1948 
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"TRANSPORTATION 


DUPELIUIBENGeRGE 1) is en hee ar 
Dispatching Trains 
Station Employees 
Weighing, Inspection, and Demurrage 

Bureaus 
Coal and. Ore. Wharves wor uaa eo. heed 
Station Supplies and Expenses ............ 
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Yard Switch and Signal Tenders ......... 
Yard Enginemen 
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Yard Switching Power Produced 
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Lubricants for Yard Locomotives ........; 
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Enginehouse . Expenses—Yard 
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Operating Joint Yards and Terminals—Debit 
Operating Joint Yards and Terminals—Credit 
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Water tor.lrain’ Locémotives’::) ous eS 
Lubricants for Train Locomotives........... 
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Enginehouse Expenses—Train......../..... 
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Train Supplies and Expenseés.............. 
Operating Sleeping Carss 2.5 vel s). te 
Signal and Interlocker Operation........... 
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Telegraph and Telephone Operation ey ie? 
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Operating Floating Equipment............. 
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Loss and Damage—Freight................ 
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$ 2,889,248. 
3,656,439 . 
1,036,505. 

165,266. 
473,337. 
191,931. 
311,853. 


$ 8,724,581. 


$ 5,077,054. 
2,834,937 . 
33,573,534. 


139,264. 
41,646. 
2,534,221. 
6,462,681. 
12, 302,395. 
1,122,502. 
6.993.817. 
1,644,540. 
9,178,594. 
17,388 .2 
86,839. 
230,899. 
135,876. 
104,025. 
2,903,870. ! 
240,932. 
2,108,807. 
2,372,838. 
20,360,690. 
532,866. 
48,072,104. 
5,345. 
63,965. 
7s aii: 
819,824. 
456,691. 
8,323,909. 
24,077,394. 
15,421,924. 
2,539,957! 
763,156. ¢ 
1,150,665. 
195,354. 
564,234. 
7,164,451. 
1,686,572. 
15,192,057. 
1,017,546. 
2,027,471. 
1,488,885. 
599,690. 
15,951! 
724.924. 
135,931. 
87,897 .{ 
3.428.830. 
3,891. 
2,549,627. 
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$245,351,741. 


$ 4,307,000. 
330,830. 
159,442. 


52,375. 
361,592. 
$ 5,211,242 
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1947 
% 2,563,871.38 
3,301,452.06 
914,598.05 
138,281.18 
370,485.21 
162,650.38 
256,776.93 


$ 7,708,115.19 


—— 


$ 4,396,299 .30 
2,403,190.11 
29,520,061 .13 


114,217.49 
53,132.90 
2,161,786 .44 
5,704,768. 21 
10,405,411 .00 
964,415.81 
6,373,538. 52 
1,016,493. 58 
8,195,195.03 
16,212.60 
95,253.61 
218,394 .36 
104,478.40 
79,783.56 
2,440,970. 60 
225,217 .80 
2,292.772..22 
2,208,534 .26 
17,551,318.84 
178,054.36 
40,900,739 .83 
4,690.34 
58,038.70 
1,488,387. 1d 
664,488 .21 
382,989.36 
6,850,009 .39 
20,523,147 .49 
13,083,400. 27 
2,158,181 .92 
683,722.20 - 
~ 984,908.49 
173,046.27 
480,888 .75 
6,251,398 .21 
1,319,354.00 
12,790,800..30 
951,961.01 
1,900,191 .98 
1,228,652. 86 
513,715 (22 
16,504.93 
590,922.61 
135,038).97 
89,983.27 
2,790,464.18 
10,679.58 
2,209,168 .58 


$210,440,476. 20 
$ 3.753,190.08 
307,144.24 


155,626.58 
45,870.22 


$ 4,261,831.12 
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GENERAL ) 1948 1947 

~ Salaries and Expenses of General Officers... $ 619,175.40 $ 567,250.20 
Salaries and Expenses of Clerks and : 

OT GINGA TRUS a ess dae nde oto yale sings! atate ered 8,415,137 .25 7,218,837 .70: 

General Office Supplies and Expenses...... “ 417,355.21 369,338 . 80 
Pia wi hE x Periseen eae Ges ere eit wie ow eee 534,293.79 449,639.62 
Relief Department HWxpenses.........---++: 42,500.00 27,500.00 
VOT S TOIT Soe eh he ee ee cy lee ae ae ekewroe « soiolke toiled optet'a, Uh ots 10,386,893 . 26 10,502,481 .04 
Stationery and Printing.......+.....+..-- a. 391,857 .33 314,437.41 
Valuation Expenses. .........--- 2202s eeees 16,679.51 15,215.00 
Oihers PX Penses isle co ke Set aah e, 8 rel tes 202,069.48 175,981.91 
General Joint Facilities—Debit...........- 92,977.21 63,457 .31 
General Joint Facilities—Credit............ 18,320.81 13,186.91 


$ 21,100,617 .63 


$ 19,690,952 .08 


Mr. Fuuron: If it is not in order I am not going to raise an issue on it, but 
I would like to ask a question. Is it in order to ask the officials their estimate of 


‘the increased revenues which will result from a successful hearing of their 


freight rate application? 
The CHAIRMAN: I think that was given this morning. 
Mr. Murcu: I think Mr. Fulton’s question broadens the issue somewhat. 


He asked what the effect of the 20 per cent would be in addition to the 21 per 


cent increase which they already obtained. 
Mr. Cooper: If the 20 per cent freight rate increase were eranted in full 
we estimate on the basis of the 1948 traffic volume our revenues would be 


increased by $39,580,000. 


Mr. Futron: So I take it that it is over and above the 21 per cent which you — 


have already been granted? 


Mr. Cooper: It is the additional revenue for a full twelve months. The 


20 per cent would be enough to cover this year’s deficit; I take it that 1s your 
question. 


Hon. Mr. Cuevrier: That is providing the 21 per cent given is not revised 


- downward. 


regional areas to show 
was what vou expected by way of additional revenue if your application for the 
additional 20 per cent was granted. Could you give us any indication where 
that $39,000,000 would be collected from? For instance, would it be the prairie 
_ region largely? . 


Pe Sake 
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Mr. Cooper: That is hardly a possibility, sir? 
Mr. Mutcu: Is there any breakdown with respect to the $39,000,000 by 
from where it comes? I think you said that $39,000,000 


Mr. Cooprr: I could not answer that for you. I do not know whether our 


_ traffic people could make an estimate on it or not. 


Mr. Murcu: We suspect that we would be paying a lot of it. If we could, 


we would like to have it. | 


The CuarrMan: Are there any other questions under operating revenue? 
‘Mr. Pouuior: Mr. Cooper, I should like to see these items arranged in 
chronological order. They are all mixed up and it is very difficult. It is very 
confusing, to me at least. Here, take for instance in the middle of the page on 


revenue you have a set of figures which relate to an item in the balance sheet, 


or it may be to a page further on; and we have to go and look up the other page 


in the report—in this case I think it is page 17—to get the opposite figure to that. 
Why do you not put the operating revenue and the operating expense in two 
~ columns so that we can see exactly what is revenue and what is expense for each 


item? Otherwise we have not a sufficient number of stenographers, typists, 
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clerks, and assistants to do that Cae I do not ask you to reveal any secrets | 
to me “but I wish the statement to be in proper order so that anyone who looks | 
at the report will understand someting of it without pains to make personal | 


research. 


Is there any reason for it being done this way? It is not in alphabetical 
order, and I do not know what order it is in. It seems to be just piled up and we | 


have to work like slaves to make anything out of it. 


Mr. Cooper: Let me say this, Mr. Pouliot. It is stated in the orders issued | 


by the regulatory authorities—in Canada by the Dominion Bureau of Statistics 


and in the United States by the Interstate Commerce Commission—that it shall | 
be done this way. This is standard railroad accounting practice and every | 
railroad in the United States and every railroad in Canada reports its revenue | 


and expense as we do. 


Mr. Pouttor: That may be true but it is not intelligible. What is done | 


wrongly by others must not necessarily be repeated by you. 
Mr. Coorer: Do you mind for a moment poses to page 34? 


Mr. Pouuiot:. Yes. 


Mr. Cooper: That shows our revenue by commodities. We have agricultural | 


products, animal products, mine products, forest products, and the list continues. 


I have heard it argued that. we should break down this operating expense to | 
show the cost of hauling cotton, apples, sheep, coal, eoke, and this and that | 


and the other thing. It cannot be done. 
Mr. Povuuror: That is why I ask you for the passenger traffic expense? 


5 


Mr. Cooper: That is impossible. You can take an ordinary box-car | 
containing miscellaneous freight and it might have a dozen classes of freight in | 
it. You could have a train of eighty cars with coal, oil, this and that and how | 


can you apportion the cost by the various commodities? You say that we 


should just. give you the breakdown between freight and passenger traffic but 1 
I cannot see how we can do it. We know what it costs to repair a freight car and | 


to repair a passenger car but when you come to a locomotive in joint service, 


both passenger and freight, how are you going to apportion the cost of the 


repairs? 


| We are told to take the number of pounds of coal consumed by a locomo- — 
tive, in freight service or in passenger service and to divide the cost of maintaining | 
the track on the basis of the relative proportion of coal consumed in the loco- — 


motive. They say that coal, consumption measures the various factors—weight, 
speed—but after all is said and done it is simply a guess. 


Mr. Murcu: It would at least have the virtue of having a more scientific — 


basis whereas at the moment, if I may suggest, on this problem of cost. of 


handling of freight and freight rates we are no nearer a solution because you do — 
not know at the moment what your. costs are for carrying cotton, packaged — 


cheese, coal, or drums of oil. At. the moment the cost is just whatever you can 
get. ) 


Mr. Coorrr: The railroads in the United States have given a terrific amount — 
of study to the problem and if it were possible to make the allocation the 


railways would be compelled to do so. 


Mr, Povunior: I do not want to compel you to do anything and I have no 
power to compel you except with the consent of the minister and the members 


of the committee but I will tell you, Mr. Cooper, that you should not get off — 
the track. Stay on the track, and what I suggest was that alphabetical order — 


should be used for operating revenue, and that alphabetical order should be 
used for operating expenses. Surely you are not telling me that Way of — 


praneed ae would be in contravention of. common sense? 


Bo RAILWAYS AND SHIPPING | 67 


Mr. CoopEr: Take the item of milk revenue, Mr. Pouliot. We received 
12.000 revenue from milk. Can you suggest how it is possible to get an 
nse item to set off against that item of revenue? 


; Mr. pu That is not what I am eee at i and al do not want 


a ae would come before eetaht and ening cars oulde come nities 
assengers and mail would come before passengers—a—b—ce—d. For operating 
tevenue I would have you set it out—a—b—c—ete. The same would be true 
for operating expense. The operating revenue for the restaurants would be in 
‘one column and the operating expenses would be in another column. Do you 
tell me seriously that the Tules of the railways or the practice of statisticians is 
inst that? 


_ Mr. Coopsr: I tell you, Mr. Pouliot, that if you were in the United States 
d you did that you would be Hable to be sent to jail. } : 


Mr. Pouuior: I never thought they ran the railway business that way. 


Mr. Cooper: The regulatory authority sets down the form in which you shall 
te your accounts and they say if you state them in any different way you 
1 be subject to penalties. 
Mr. Pouuior: Subject to penalties? 
Mr. Coorrr: They make it an offence to depart from standard railroad 

accounting practice. We are asked, Mr. Pouliot, from time to time, to state our 
| ‘counts on a comparable basis with those of the Canadian Pacific Railway. The 
nadian Pacific Railway sets their accounts out in this form. If we are going 
have a method all of our own it would only be for the purpose of this | 
mmittee and you must remember that this report goes to all of the banking 
uses, railroads, insurance houses, and to everyone interested in the affairs of the 
anadian National Railway. They make comparisons and I think we would be 
ject to criticism if we were to have a system all of our own 
- Mr. Poutior: Do you think that you would be a eh to very reat. 
ticism if you put these items down in alphabetical order? Can you say that 
lously? 
sr. Cooper: Yes, ‘sir, I do. 
 ~Mr. Povutior: Well I cannot understand it. I cannot understand the 

eport either, it is even less opaque. 
Mr. Futon: In your operating expenses, under maintenance of way and 
uctures, this year there is a. considerable increase—$11,000,000. Does that 
lude an item for repairs to right of way after the Fraser Valley floods or is 
it item chargeable separately? 
“Mr. Coorer: No, the proportion of cost of flood damage which was charge- 
le to maintenance of way is included in this account. 
Mr. Futrton: Is that perhaps a fair picture? If you have a disaster in one 
ear and you have to repair rather than maintain is it fair to charge that in 
e year and thus increase your deficit which, as I understand it, is supposed 
be an operating picture? | 
‘Mr. Coorer: Our total operating expenses in 1948 with respect to flood 
nage was $2,400,000 which is a-sizeable item in the expense account. 
Mr. McCutuocu: That was explained this morning. 
_. Mr. Cooper: Yes, but I will just explain here. Our total expenses amount 
$464,000,000 so you might say that floods damage represented 3 of 1 per cent 
nd such a proportion would not call for any special treatment. 


Mr. Fuuiton: That is true if you want to ca‘l it part of operating expenses 
is it true if you break it down to maintenance of way and structures? t 
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Mr. Coorrer: No, it is not all chargeable to maintenance because a portion) 
of the cost was due to detouring trains and things of that nature which if 
chargeable to transportation expense and not maintenance of track. 

The CHatrMAN: Is there anything else on page 15 with respect to operating} 
expenses? 4 


Mr. Futron: I am not quite satisfied. You have your own insurance fund, | 
and you had a fire at the station in Montreal, but ae is not going to bel 
reflected as an operating Joss? 


Mr. Coorer: The insurance fund is a fund with respect to fire losses. Every) 
year, as you know, we do have casualty losses. They are perhaps not on as | 
large a scale as this but there are losses of one kind and another and, we 
have to take them in our stride. ' 

Mr. Fuutron: Let me ask whether this is also standard railway accounting, 
practice? | ee, 
Mr. Cooprr: Yes, sir. q 
Mr. Fuuron: And it wou'd not be a fair picture of the railway accu 
if you did it anv other way? 
Mr. Cooper: Railway people frown on any attempt to exclude from oper=. 
ating expenses the accounts for anything which is of an expense account nature. 

Mr. Fuuton: Where do you get definition? It seems to me this is not an 
expense account definition but I would not put my opinion up against your 
ereat experience. On the face of it I would say that if you had a disaster | 
such as a flood or a fire it is not normal operating expense? : 


Mr. Cooper: Maintenance expense occurs through two factors, one being : 
use and the other the effect of the elements. Flood damage is only an intensi- 
fication of the effect of the elements. I know that Mr. Vaughan would have 
been pleased to have the $2,400,000 eliminated from his operating expense but 
I think that we would have been criticized had we done that. q 

Mr. Futton: By whom? . a 


Mr. Cooprr: By the people who expect to find in our operating expense a 
reflection of the true costs of operation. The Canadian Pacific Railway will 
have something the same—not as much as this—but they will charge it to their 
expenses. | 


Mr. Povuuior: Your contention is that the expenditure of money in a case 
of repairing flood damage should be included in the operating account and not 
in the capital account? 4 

Mr. Cooper: Yes, sir, I do. You have no better railway when you are 
finished—you have not improved it, you have not added to its capital value— 
you have simply restored it to its original condition. 4 

Mr. Futron: You have this insurance fund reflected in the balance sheet? 

Mr. Cooper: Yes. | 


Mr. Fuuton: If you draw on that fund how do you show it? he % 
Mr. Cooper: If we draw on it to the extent that we deplete it below its” 
normal amount we would have to put the deficiency back by a charge to 


operation or to income. 


Mr. Futron: It would be refieeted in your balance sheet under capital 
assets or under liabilities? 


Mr. Cooper: No. 
Mr. Futron: If you reduce the amount of the fund you would not show 12 


Mr. Cooper: We would have to put it back into the fund before we closed 
the books at the end of the year.’ We say that we should have a reserve of 
$12,000,000. If, at the end of the year, we find that gains and losses have 


4 


| 
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‘resulted in a balance of $12,300,000, we take the $300,000 out of the fund and 

‘credit onr income statement. If, on the other hand, the balance at the 

end of the year is $11,700,000, we take $300,000 out of the income account and 

put it back into the fund., We maintain the fund at a level of $12,000,000. If 

the fund is suecessful then the excess is credited to income and if there 1s a 

‘deficit then the deficiency is charged to expenses. 

_ Mr. Fuuron: So you win both ways? 

Mr. Cooper: No, we do not. We put $2,000,000 into our insurance fund 

this year by charging the deficit. Our deficit of $33,000,000 includes $2,000,000 

necessary to maintain the insurance fund at a level of $12,000,000. 

iy Mr. Futton: The reduction of the insurance fund by $2,000,000 arose as a 

result of the Bonaventure fire? : 
Mr. Cooper: Yes. 

d Mr. Povuior: And by the B.C. floods? 

— Mr. Cooprr: No, sir. | 

_ Mr. Futon: So you are definitely compelled to call the Bonaventure fire 

an operating matter and not a capital matter? Is not the value of the 

Bonaventure Station a capital asset? 

_ Mr. Coorrr: Well yes, but that is another thing. Speaking of the insurance 

fund, the fund suffered a loss in 1948 in the neighbourhood of $2,000,000, the 

‘principle cause of which was the Bonaventure fire. We had to restore the 

fund to its nominal amount of $12,000,000 and to do that we had to charge 

‘income. We had to increase our deficit in order to build the fund back to 

where it was at the beginning of the year. 

t Mr. Futron: Supposing that the Chateau Laurier burned down, Mr. Cooper, 

surely you would not charge that against revenue? 

a Mr. Cooper: No, not against revenue. We distinguish, Mr. Fulton, between 

revenue and income. If we carry through our policy of always having $12,000,000 

in the insurance fund, and if it is conceivable that the Chateau should burn 

_ down, or perhaps better say if we had a $1,000,000 loss there, we would have to 

‘take $1,000,000 out of income and put it back in the insurance fund. 

Mr. Murcu: What you are saying is that the deficit of $33,000,000 odd 

would only have been $31,000,000 odd if you had not had the Bonaventure fire? 

Mr. Cooper: That is correct. 

Mr. Murcu: In other words it is a revolving fund maintained at $12,000,000? 

Mr. Cooper: Yes, sir. 

Mr. Mourcu: Last year when you did not have any major fires you had 

some surplus money against which you are drawing—well perhaps not because 

it went into income last year. 

Mr. Cooper: Yes. | 

m Mr. Hazen: Mr. Vaughan, subsection 6 of section 16 of the Canadian 

-National-Canadian Pacific Act was amended in 1936. It says that “It shall 

be the duty of the National Company (that is the Canadian National Railway) 

and the Pacific Company (that is the Canadian Pacific Railway) for and on 


behalf of themselves respectively, and otherwise as by this Part of this Act 


authorized, and they are hereby required to meet by their proper officers 


forthwith and from time to time as they may agree, to discuss and to effect 


by agreement, if possible, the purposes set forth in this Part of the Act.” 

La Now the purposes set forth in this Part of the Act were to effect economies 
and to provide for more remunerative operation by co-operative measures and 
the proper officers referred to according to the Act are the directors or officers of 


_ the respective companies appointed by the directors. I would like to ask 


whether there have been any meetings between the directors of the Canadian 
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National Railway and the Cubadinn Pacific Railway with each nie or any 
meetings between the directors of the Canadian Pacific Railway and the | 
Canadian National Railway in the year 1948 for those purposes? ) | a 

Mr. VauaHaNn: No sir, there were not. ~ ’ 


Mr. Hazen: Were tebe any meetings between the officers of the Canadian , 
Pacific Railway and the Canadian National Railway? 


Mr. VauGHAaNn: There have been conversations. There are mectine al 
constantly in respect of such things as running rate agreements, joint use of] 
facilities and so on. ‘ 


Mr. Hazen: In 1948 about how many meetings between the officers of 
the two companies would be held with these purposes in mind? - — ‘ 


Mr. VaucHANn: I could not give you that information. We have a committee — 
composed of so many officers of the Canadian Pacific Railway and of the - 
Canadian National Railway. This matter is also one of the terms of reference, ) 
as I understand it, to the royal commission. 

Hon. Mr. Oravnine: Definitely. b 

Mr, VaucHan: This will be thrashed out before the royal commission. 


Mr. Hazen: Is there anything in the report you read to us this morning — 
that shows that there have been any economies effected or more remunerative — 
operations brought about by reason of meetings between the officers of the two™ 
iene 


" 


are pace on. They provided for fhe sbaudonneed a ees hundreds - miles 
of railway and for the joint use of certain facilities. 


Mr. Hazen: If they had been effected 1 in 1948, I presume ee would have 
been shown in your report? 


Mr. Vaueuan: Not shown separately Berane they are continuing economies. 


Mr. Hazen: But the act states that they are to be set forth in a summary 
way in the report. I have not got the act here, but I think that is what it states. | 


Mr. Hazen: But, in fact, was very much done along those lines in 1948? 


Mr. VaucHaNn: There were some meetings, and running rights agreements — 

were renewed with the Canadian Pacific and with the T.H.B.O., and with other 
railways. — 

) Whenever a new co-operation arrangement is made it is reported. We did. i 
that, Mr. Hazen, last year. We reported one last year, but there were no new : 
ones during 1948, therefore, none were reported. But, of course, continuing | : 
economies from previous years, are still in effect. ) 3 

The CuHarrMAN: Are there any other questions? Is there anything more on 
operating expenses? If there is not, then let us turn to pages 20 and 21. Are there © 
any questions with respect to pages 20 and 21? We did discuss a lot of things on 
page 21. Is there anything on page 20? 


Mr. Futon: Yes, purely an accounting question. ; 
Are you compelled to carry forward your property investments, your book. j 
figures of the value of the property, at the same figure from year to year? I notice 
that you do not charge anything for. depreciation, but you do carry in your — 
depreciation account an accumulated depreciation figure. Are you compelled to ; 
do that? . : 


Mr. Cooprr: Well, we could show two fievires: We would have to show the ‘ 
eross expenditures, then show depreciation, and then carry the net into the end — 4 
column.. Many railways do that. In fact, I rather think it is standard practice : 
in the United States. But I believe there is an advantage in showing it as we do. ! 


: 


Reick i pres t 


gaz 


se 


RAILWAYS AND SHIPPING 71 


There is not a great deal to be gained by netting it. It has this defect, in my 
opinion, that it conveys, having regard to the resulting figure, the idea that it is 
the fully depreciated value of the property whereas it is only the value less the 
depreciation figure which has actually been set up. 


4 For example, we have been depreciating our equipment since 1940 and we 
_ have $112,000,000 of depreciation set up. 
a If we were to show the gross value, that is the cost of $572,000,000 less 


 $112,000,000 depreciation, and show the difference as the depreciated value of the 
~ equipment, then somebody might draw the inference that that was the fully 
— written down value of the equipment; but that is not true. It is only the cost less 
*the particular amount of depreciation we have set up in our accounts since 1940. 
And if you asked me what the depreciated value of the equipment was, I would say 
that it was a smaller figure than would be shown on the balance sheet. 
Mr. Fuuton: What figure do you use to work out your rate of return for the 

purposes of the freight rate inquiry, let us say? 

Mr. Cooper: Unfortunately, the Canadian National Railway figures have not 
been taken as a criterion in the freight rate hearings. 
> Mr. Futron: I understand that. But, nevertheless, you must have your own 
ideas; and I understand that, in the preparation of the case before the Board Ob”: 
_ Transport Commissioners, there 1s consultation between the two railways and 
there must be some agreement as to what a fair rate of return would be upon your 
net investment for the purpose of setting up freight rates. Of course, that is 
arguable. But surely one is justified in assuming that there is consultation between 
the two railways and that therefore there is a figure which you use. 
i Mr. Coorer: When you consider the rate of return on the net investment, you 
are assuming that the depreciation is all there; that is, that the net investment 
is the true depreciated value of the investment. 
Mr. Futon: It would not necessarily be this balance sheet figure here. 


Mr. Coorver: I do not think so. 


e Mr. Gipson: Have you ever had an appraisal made of the Canadian National 
_ properties? 
x Mr. Cooper: No, sir, we have not. But one of these fine days I think it will 


have to be done. It is a matter which would take a lot of time and which would 
be quite expensive. , 
Hon. Mr. Cuevrrer: I think that is one of the things which the Royal 
Commission have in mind to do. | 
Mr. Gisson: I think it would be well worthwhile. 
if Mr. Fuuton: What figure is taken as the rate of net return for these freight 
rate inquiries? 
Mr. Cooper: That is a matter for the judgment of the tribunal. 
a If you take the United States railroads, you find that the rate of return 
_ varies from year to year. . I can tell you what it was in 1948 and in 1947. The 
- rate of return on class 1 railroads in 1948 was 4:38. In 1947 it was 3°46. 
ie Mr. Fuuron: Was that figure fixed by the Interstate Commerce Commission, 
For is that just the actual figure. 
4 “Mr. Cooper: No, they do not fix the rate of return. They fix the freight 


and passenger rates, and this is the return which is produced by those rates. 

q Mr. Fuuron: Oh. 

a Mr. Cooper: Let me state the definition as follows: “Rate of return is 
computed on the property investment in road and equipment, material and 
' supplies, and cash; and after deducting accrued depreciation accumulated on 
_ the books of the carriers, as at January 1, 1948, and 1947, respectively.” 
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And you will find that the rate of return varies from year to year. The @ 
carriers contend that it should be in the order of 6 or 7 per cent. But the fact q 
is that ever since this requirement was written into the Transportation Act, | 
the carriers have never received the rate of return which they consider they | 


should receive. 
Mr. Futton: As to the rate of return, could you give us an average figure 
for a period of years. i 


Mr. Cooper: This is our net income expressed as a percentage of our total — 


capitalization. In 1940, it was 1-44. Then, by years, 2-57; 3°84; 5°48; in 
1944 it was 3-91. Then 3-49, 1-39, 1:39. I would have to work out the 1948 
figure for you. 

Mr. Fuuron: When ycu spoke of capitalization less depreciation, that is 
the reference to the property value of the railway as set up in the books here. 

Mr. Cooper: Yes, as set up in the books. When you speak of property 
value you have to take a lot of things into account. The Canadian National 
Railways is the successor of hundreds of different railways. This railroad 
began 100 years ago. There have been hundreds of railways. They built their 


lines, operated them for a while, and then they were sold, or amalgamated and | 


_ the property account was transferred to the other books, sometimes at the value 
of the securities that were outstanding. 
Mr. Futron: Have we in Canada any uniform system laid down for deter- 


mining the property value for the purposes we are discussing, that is, laid down 1 


for the determination of a net return? . 

Mr. Cooper: No. Property value is supposed to represent costs. *When 
you ask me that, I can say that since 1923 I can speak of something that I know 
about. But if you go back to 1850 or 1860, I simply do not know what they 
did in those days. 


Mr. Fuuron: I see that the minister has left the room. I was going to ask’ : 


if this was one of the matters to be left to or referred to the royal commission. 
I wonder if Mr. Vaughan would know about that. | 

Mr. VaucHan: I suppose we have the terms of reference here somewhere. 
The royal commission is to deal with the capital structure generally of the 
Canadian National Railways. : 


Mr. Futron: I wanted to know this, because if it is one of the things which 


is to be discussed, then it is probably not useful to spend time on it here. But 


if not, I was going to ask the railways to let us have their views on it, so that — 


we would have it on the record somewhere. _ 

Mr. Vaueuan: I think our views will be contained in cur brief to the royal 
commission. 

The CuairMan: Are there any other questions with respect to page 20? 

Mr. Moore: With respect to the first item there, new lines constructed, 
I asked this question last year. There has been a lot of development. take place 


in the mining fields of northen Manitcba. I would like to ask if the Canadian — 


National has been asked to survey a road from some point on the Hudson’s Bay 
Railway into Lynn lake. 

Mr. VaugHan: We have been watching that mining development very very 
carefully. Of course, we could not afford to build the line. It would have to 
be a matter of negotiation. 

The CHatrMAn: Is there anything else on page 20? What about page 21? 
What about page 22? Are there any quesitons there? 
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Expenditures Year 1948 
Roap: ) 
Wewrliiadrcometrictent soo ei Nauiey © ru ce th Wun tero eke aed $ 1,414,549.18 
MUATVCS  AGOMIT OG. unten ei dia’ caer w Lier caaabare tere samen MAN ie) Pag. 409,315.09 
COM EUE TITIGS ete: hl ae) hier: MPa rat me SRN es i 194,721.04 
Puabiswainl Sastemi gn Gk cell 3) ae iialon coe Cs ae diate aoc ate 819,624 .67 
Ae Plates Od TALC aANCHOLS, cps cles Ween Mele oie ok ohias gt 1,008,147 .73: 
BSE EMU IET ANE (4 roihi O A CeO Sal De rt Rn ole ee NE Le ap 6511362. 30: 

Syidenine cutavancd fils etes jecio. vs ek bse Sle a wees 398,887 .70 
Dapgecirevontivennr als yaks ane vs saeco Syn yee we ls 88,036.91 
harcepassensercterminals.<.\ vice ak ek a eu ee 788,810:. 96: 

[Vid tGet Packs, AG VSUINES, thse wicvela sie hue cudte bac bce eile oats 1,139,102 .26 
HORN ANT MAC Ieee: wil i cies oven ee aap ae Us PN ote 317,330.92: 
Bridges trestles; andvenlverts Way oc a ly os 836,856 .26 
ETE ENS IMU eon RL a is NC oR AP GE Sk ATG 113,883.84 
AP TORERM AP PLOLECULOTNT ccc aia tare a ey omen al eRe ee meen en 181,288 .27 
SUAtIONS Mid ShATION! FACTLILICR. © culiai.Jes.\ chad eae Uuie eee, 1,049,449 .51 
Shops, enginehouses and machinery .......0 00.000. 00 cea 2,085 ,992:.51 
Automatic signals and interlocking plants .............. 277,793 .55 
PCO TE ash ah rye ee! at gL ht it: 0g CNet iE WOE aia Pe sac RH SUMO oP Snel 300,938 . 23) 
PAeCeraphis-—COmInercial aL eal ees ated Oh Oak ee 1,801,666 .18 
Stores department buildings and equipment ............. 93,628 .75 
IN ORC OTT CE ADTODELEY 2 105 che Oe hig oO clea Bene ee ae, 2,430,871 .70 
CRETE Ate gee eater ere a ent he RL Ri gu aN aati apNa kere 269.430 . 22: 
$ 16,282,245.70 
EQUIPMENT: 
Hanipnient«purenased or built 6 sof ore hae Cae en as, $ 49,184,949 .22 
EiGHipmentirenirenientaaig hr. eile en ktk hs Wie awe CT ae ge 3,587 a2k, 52 
General betterments to equipment ...............00.000- 1,795,099. 96 
Ha GapMientreon versions: cee ja tute can uli accel bane bee ee 318,462:.30 
Express and miscellaneous equipment ...............e00. 359,636.19 
48,12:0,823:.15 
TIE Lis Mer SO an Gale MR GUALY Sey Riv uRGt iar Macatee PhP bee RC Lent ade as tes 105,978.33 
DEPABATELY, QPERATED PROPERTIES (2005 0.25 De ce oe 480,084.54 


NET ADDITIONS AND BETTERMENTS DurRING 1948 


eee eee 


$ 64,989,131 .72 


Ledger Balance Ist January, PGA SIOL Rarity Ce Pea ye: $ 2.073.881,350.02 
Net additions and betterments during the 
MOAT sh ceva eens Ca oda etnies eeceea ai Mey $ 64,989,131 .72 
Canadian Government Railways: 
Construction of aqueduct at Fairview, N.S. 46,747 . 66 65,035,879 .38 
Ledger Balance at 31st December, 1948 .......... $ 2,138,917 ,229. 40 


LOANS FROM THE GOVERNMENT OF CANADA 


Principal 

outstanding 
at Dec. 31, 1948 
Loans for repatriation of U.K. securities ....... $391,439,302 .58 
oans tor, debt redemption. (ois). P ee ealekls «oo ee 278,925,788 .39 
Poans tor new rolling stock a aye eed ie 38,228,164. 56 
moans Tor investment in 41 C1 Aue it week ees 19,043,022 .7'1. 
Loans for capital expenditures and working capital 16,086,566. 3) 

Canadian Government Railways—working capital 

ACACONSOUGA LON LOLS ov tie kee Mache He 16,771,980 .54 
$760,494,825.11 


Interest 
accrued 
1948 


$ 13,700,129. 86 
‘6,284,221 .12, 
1,023,790 . 82: 
470,959). 510: 
147,931.52 


$ 21,627,032 .82 


Average 
interest 
rate 


3-50% 
231% 
2:57 % 
2:- 531% 
1-87% 


2:90% 
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FINANCING is . e 


Year 1948 
Funpep Drest—New Issues 
2: per cent Equipment Trust Certificates, 
Series “S”—1948, maturing serially to 
WEA DCH? TOy LODB a nto ate no iae ees utes oleae $ 28,000,000 .00 
23 per cent Equipment Trust Certificates, 
Series “T”’—1948, maturing serially to ( 
INOVEMBET US T9DB Veg ii. wie cieie suv eo elhae ele 21,500,000. 00 : 
4 per cent Central Counties Railway Bonds, 
due September 14, 1949 (assumed through 
acquisition of control of Capital Stock) .. 475,000 . 00 
—- $ 49,975,000.00 


FUNDED Dest—Retirements 
3 per cent Canadian National Railway Com- 
pany 15 Year Bonds, due February 1, 
1952, called February 1, 1948, at par.... $ 20,000,000 .00 
3 per cent Canadian National Railway Com- 
pany 17 Year Bonds, due February 19, 


1953, called February 15, 1948, at par... 25,000,000. 00: 
Equipment Trusts—annual principal pay- 
TPL ae ANC Ne ae aie Rea a RA Sew Gran, LUNs BS 2,278,000 .00 
Various securities reacquired and repatriated 1,324,103 .87 
- 48,602,103 .87 
Increase, in Funded Debt. .2.5........ Le hae $ 1,372,896.13 


LOANS FROM GOVERNMENT OF CANADA 
23 per cent Loans for redemption of 3 per 
cent Canadian National Railway Com- 
pany Bonds, called February 1, and 19, 


NG A Crate ee tr aE AEN aie MoMal eTie tio Shan $ 45,000,000..00 z 
Loans for principal payments on Equipment 

Trusts and Hire Purchases-—Net........ 7,530,568 . 09 
Loans for Capital Expenditures and Working 

Capaldi Oe ea ts oh wes gaat tia ace maa ogee eee 16,093,908 .51 
Loans for acquisition of Trans-Canada Air 

Pines Capital Stock 71.0. sis \ely en's © ole oinnete's 2,400,000. 00 

———_ ——__—— $ 71,024,476 .60: 

Increase in Capital Debt, 1948..........-.. Sil POO i 22 le 


The issue of $28,000,000 24 per cent Equipment Trust Certificates, Series “S”—1948, dated 
March 15, 1948, was made to provide for part payment of new equipment costing $37,647,433. 
The certificates, which mature serially in 10 annual instalments, were sold at a price of 
99.11, representing an annual interest cost to the Company of 2.30 per cent. 

* The issue of $21,500,000 23 per cent Equipment Trust Certificates, Series “T”—1948, dated 
November 1, 1948, was made to provide for part payment of new equipment costing $29,078,443. 


The certificates, which mature in 20 semi-annual instalments, were sold at a price of 99-385, 
representing an annual interest cost to the Company of 2-375 per cent. 


INVESTMENTS IN AFFILIATED COMPANIES 


Total Owned by Can. Nat. System 
Par Value at Dec. 31, 1948 
Company Outstanding Par Value Book Value 
STOCKS: 
The Belt Railway Company of Chicago...... $3,120,000. 00 $ 240,000.00 $ 240,000.00 
Canadian Government Merchant Marine, 
VDP ETCH ae [Oaten Ce EL geht CAPA CEU ADLI ET 4e DSMA et kame. Hida 800.00 800'.00 800.00 


Chicago & Western Indiana Railroad Com- 
BE Tes eV U vee Wee kth atte la eile ohataisane dy Site ee fatale 5,000,000:. 00 1,000,000 . 00 1,000,000 .00 


MOO TEND AAV. (cou eiunts sors fe ade denie ole ere ike ban is ais ellenons 3,000,000'. 00 1,500,000 .00 1,500,000'. 00 
Detroit Terminal Railroad Company........ 2,000,000. 00 1,000,000 .00 1,000,000 . 00 
Northern Alberta Railways Company....... 12,500,000 . 00: 6,250,000 .00 6,250,000. 00 
The Ontario Car Ferry Company (Iimited). 500,000.00 250,000.00 179,007 .53 
The Public Markets, Limited............... 1,150,000 .00 575,000.00 575,000.00: 
Railway Express Agency, Incorporated (no 

AVAT VOAUC) eects wel yee oie Muaip ole lmai ate) ote uate eee 1,000 shares 6 shares 600:. 90 
The Toronto Terminals Railway Company... 500,000.00 250,000.00 250,000.00 
The Toledo Terminal Railroad Company.... 4,000,000 .00 387,200. 00 387,200.00 
Trans-Canada Air Lines... 6.5). oe eae eles 25,000,000 .00 25,000,000. 00 25,000,000 .00 
Vancouver Hotel Company Limited......... 150,000 .00 75,000.00 75,000.00 

Total 


ae 


BRL ogi ae sehen si NA eI Po haigh gaara att edt Sjsa eg ss, set cenota hea Macey nee Rate $ 36,457.60753 
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INVESTMENTS IN AFFILIATED COMPANIES—Ooncluded 


Total » Owned by Can. Nat. System 
Par Value at Dee. 31, 1948 
Company Outstanding Par Value Book Value 
Bonpbs: ‘ 
Northern Alberta Railways Co. lst. Mortgage 
SONGS ic spicnh ete walelie Sava Le Sate liebe s 20,855,000 .00 10,427,500 .00 10,427 ,500:.00 
The Toronto Terminals Railway Co. Ist. 
MO@Trig ace Bonds. i, nts Merskecy +; Selene. ele oases 25,910,000. 00 12,955,000 .00 12,955,000 . 00 
PEAS RA Py Gag ee RRC A Reno a OTN UN Me ha ae aey ce $ 23,382,500.00 
ADVANCES: 
Chicago..o; Western indiana Railroad Companye 64. 25.5. He e508 kas 2,827,980.71 
IN@ELMeTn HA lbertad A atLWaVs WOlMPany cc oes mele Welaiy fs See Spa as cle eile wer 200,000.00 
Tali Maye eX DVess. AVCHCY . HLNCOPDOTALCC smell < Wisi ole ahs oh al eis) emia Sele ay oe) gel ene ads 173,493 .22 
(NMaNGeU Ver ITOtel Ze OM Pal Vad ANVE Oe floc cto ties eee te abedeeluee ya: ai'sl ale le eral era (aus abode 6,055.65 
EP AVISRG AURA ci VEN MPI So ly eh eid bye aI aes aE allan SeTee pa Es REN (a ideas t) ge aaah Ge wien 1,500,000 .00 
EE ORAM MG Rae eee ERG Cae. doce sta SmreNG oh icur ee a co delivae avieicg aie atk Shab aul lepals 4,707,529 . 58 
Total Investments in Affiliated Companies as per Balance Sheet.............. $ 64,547,637 .11 


Mr. Poutror: With regard to investments in affiliated companies, I would 
like to know what are the companies in which the Canadian National has a major 
interest? I mean by that, more than 51 per cent of the stock. 


Mr. Cooprr: There is the Trans-Canada Air Lines. That is the only one of 
those companies in which we have more than 50 per cent of the stock. 


Mr. Pouttor: What about the Vancouver Hotel Company Limited? 

Mr. Coopmr: That is an operating company. We have 50 per cent of the 
stock along with the Canadian Pacific. 

Mr. Povuutor: What about the Toledo Terminal Railroad Company? 

Mr. Cooper: Yes. We hold less than 10 per cent along with various other 
railways. ; 

Mr. Povuttor: What about the Toronto Terminals Railway Company? 

Mr. Cooper: We have 50 per cent of the stock with the Canadian Pacific. 

Mr. Povurior: What about the Railway Express Agency, Inc.? 

Mr. Cooper: That is owned by all the railways of the United States. Our 
proportion is a very small one. About 4 per cent, I would say. 

Mr. Pourror: And what about the Public Markets Limited? 

Mr. Coorer: We have 50 per cent of the stock. 

Mr. Pouuior: Where is it? 

Mr. Coorrr: That is in Winnipeg. 

Mr. Pouutor: And what about the Ontario Car Ferry Company, (Limited)? 

Mr. Cooper: We have 50 per cent, along with the Baltimore & Ohio Railway. 

Mr. Pouutor: What about the Northern Alberta Railways Company? 

Mr. Cooper: We have 50 per cent of the stock along with the Canadian 

Pacific. ; 
Mr. PovuuioT: What about the Detroit Terminal Railroad Company? 
Mr. Cooper: We have 50 per cent along with the New York Central. 
Mr. Povutior: What about the Detroit & Toledo Shore Line Railroad Com- 


Mr. Coopsr: We have 50 per cent of the stock along with the Nickle Plate. 


Mr. Pourror: What about the Chicago & Western Indiana Railroad Com-. 
pany? nd 
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Mr. Cooper: We have one-fifth interest in that. 
Mr. Pouuior: With whom? 


Mr. Cooper: There are five different railways. The Wabash is one; then 
there is the Erie; C. & E.I. and the C.I. & L. a 


Mr. ae What about the Canadian Government Merchant, Marine 
Limited? 


Mr. Cooper: That is a defunct company. We ane have a few director 
shares. : Lae 


Mr. Pouutor: It is mostly paper? 

Mr. Cooper: They have no assets now. 

Mr. Pouuior: And what about the Belt Railway Company of Chicago? 
Mr. Cooper: We have, I think, a one-thirteenth interest in the Belt. 


Mr. Pouuiot: What is the actual value of the $36,457,607 for these stocks in 
the companies? 


Mr. Cooprmr: Well, that is a difficult question. 
Mr. Pouuior: I mean the stock market value. 


of them is on the stock market. 


Mr. Pouttor: What is the stock market of the bonds re the ae ee value 
of the bonds? There are $23,382,500 worth. 


Mr. Coormr: They are not on the market. We own half of the uae and 
the Canadian Pacifle owns the other half. » | 


Mr. Pouttor: And what about the advances? 
Mr. Cooper: They are worth the stated value. 


Mr. Povuutor: Your third answer is supplementary to thé two Cope, to the 
tabulations for stocks and bonds? 


Mr. Cooper: Yes. Our investments are divided between stocks and bonds 
and advances. 


Mr. Pouttor: Yes, and it goes with it. 
Mr. Cooper: They are tied in with them, yes. 


Mr. Povuior: These advances are in addition to the purchase of stocks and 
securities? 


Mr. Murcu: Are these’ unsecured advances? 


Mr. Cooppr: Well, Chicago and Western Indiana Railroad Company is 
secured. But the others may not be. 


Mr. Mutcu: It is just cash loaned on operating account. 


Mr. Cooper: Take the Trans-Canada Air Lines. We loaned them $1, 500,000 
last year for capital, and we expect to get it back this year. 


Mr. Pouutor: Is it a loan given in exchange for an I.0.U.? 
Mr. Cooper: We generally get notes.. 


The CHAIRMAN: We will meet again tomorrow afternoon at 4.00 o’clock. 


Mr. Coorrr: No, sir. There is no quotation with respect to these. Not one © 
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CANADIAN ca ag ba RAILWAYS—ANNUAL REPORT (1948). 
(Conclusion) 


and 


_ CANADIAN NATIONAL, CANADIAN NATIONAL (WEST INDIES) 
| STEAMSHIPS LIMITED—ANNUAL REPORT (1948). 


WITNESSES: 


7 “Mr. R. C. Vaughan, C,M.G., Chairman of Board of Directors and President, 
Canadian National Railways: 

Mr. N. B. Walton, C.B.E., Executive Vice-President, Canadian National 
4 Railways; 

7 Mr. T. H. Cooper, Vice-President, Canadian National Railways. 


e OTTAWA 
; EDMOND CLOUTIER, C.M.G., B.A., L.Ph., 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
CONTROLLER OF STATIONERY 
1949 


- MINUTES OF PROCEEDINGS 


Houses or Commons, Room 4380, 
Tunspay, March 29, 1949. 
The Sessional Committee on Railways and Shipping owned, operated and 
sontrolled by the Government met this day at 4.00 o’clock p.m. The Chairman, 
Mr. 8. M. Clark, presided. 
Members present: Messrs. Bourget, Chevrier, Clark, Emmerson, Fulton, 
Gibson (Comoz-Alberni), Hazen, Hlynka, Jackman, LaCroix, McCulloch, 
(Pictou), McLure, Moore, Mutch, Nicholson, Picard, Pouliot, Reid, Warren. 
4 In attendance: | 
q From the Canadian National Railways: Mr. R. C. Vaughan, President; Mr. 
N. B. Walton, Executive Vice-President; Mr. T. H. Cooper, Vice-President. 
From Trans-Canada Air Lines: Mr. G. R. McGregor, President. 


From George A. Touche & Co., Auditors: Mr. O. A. Matthews, and Mr. P. 
~ Bennett. 


- _ From the Department of Transport: Mr. J. C. Lessard, Deputy- Minister. 


Mr. T. H. Cooper was called. The witness tabled certain returns requested 


q _ by the Commitee at a previous sitting. (See today’s minutes of evidence.) 


a 


_ The Chairman read 'a communication from Mr. E. C. Gilliat, Managing Secre- 
tary of the Winnipeg Chamber of Commerce, together with certain telegrams, 
concerning the affairs of Trans- Canada Air Hines (See to-day’s Minutes of 
4 Evidence.) 


e 


a 
—  Onmotion of Mr. Mutch, it was agreed that Mr. Gilliat’s letter be tabled and 
discussion thereon deferred. 


a 


The Committee thereafter resumed the adjourned study of the Annual 
Report of Canadian National Railways (1948). 


Messrs. Vaughan, Walton and Cooper were questioned thereon. 


is At 6.00 0’clock p.m., the Committee adjourned to meet again ‘at 8.00 o’clock 
p.m., in the evening. 


EVENING SESSION 


The Committee met at 8 o’clock. The Chairman, Mr. 8S. M. Clark, presided. 


Members present: Messrs. Chevrier, Clark, Hatfield, Hazen, Hlynka, 
Jackman, LaCroix, Lockhart, McCulloch (Pictou), McLure, “Moore, Nicholson, 
‘Picard, Reid, Warren. 


In attendance: The Officials of Canadian National .Railways, George A. 
Touche & Co., Auditors, and the Department of Transport as are listed as in 
attendance at the afternoon session. 
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The Committee resumed and concluded the adjourned study of the Annual | 


Report of Canadian National Railways for the calendar year 1948. 


Messrs. Vaughan, Walton and Cooper were called and questioned. 
On motion of Mr. McCulloch, the said Annual Report was adopted. 


The Committee then considered the Annual Report of Canadian National | 
(West Indies) Steamships Limited for the calendar year 1948. . 


Mr. Vaughan read the report and was questioned thereon. The financial | 


- accounts were also considered and Messrs. Vaughan and Cooper were examined | 


thereon. 
‘On motion of Mr. Warren, the said Annual Report was adopted. 


At 10.15 o’clock p.m., the Committee adjourned to meet again at 11.00 o’clock | 
a.m., Wednesday, March 30, 1949. | 
ANTOINE CHASSE, 
Clerk of the Committee. 


ee et ars Sate ahs 


MINUTES OF EVIDENCE 
i a House or ComMMONS, 
March 29, 1949. 


The Sessional Committee on Railways and Shipping met this day at 4.00 
The Chairman, Mr. S. M. Clark, presided. 


: after Mr. Cooper has finished. 

Mr. Cooper: Yesterday the minister asked for the par value of the perpetual 
_ obligations which were taken over in 1923, and the amount outstanding at the 
end of last year. 

4 The par value of perpetual funded debt obligations taken over in 1923 was 
_ $338,467,141. Of this amount $325,848,501 has been retired, primarily through 


> 


sa 


q repatriation under the United Kingdom vesting orders, leaving a balance of 
$12,618,590 perpetual debt obligations outstanding at December 31, 1948. 
_ Then there was a question put by Mr. Pouliot who asked for the amount of 
/ interest on government loans since 1923. 

a The amount of interest on Government loans prior to the effective date of 
' the Capital Revision Act 1937, was all cancelled. None of it had been paid 
and the most of it should never have been accrued in the accounts. 

: The amount of interest on Government loans taken up in the income 
account since the effective date of the Capital Revision Act to December 31, 
- 1948 and which has all been paid to the Government, was $146,861,160. 


i Mr. Nicholson asked for the results of our insurance fund since 19388 and I 
_ shall file the figures and perhaps they can be included in the minutes. 


RESULT OF C.N.R. INSURANCE FUND—I1 YEARS 
1938 TO 1948 INCLUSIVE 


4 Income Expenses 

Ne ELEN Net Income Puen Gann eee Net Income 

q Premiums from Losses tration 

at Investments Expense 

$ $ $ $ $ 

ean att arene omy 42,154 583,712 305, 939 15, 213 304,754 

ei a Mee). 32, 962 826,811 295, 468 15,213 549,092 
ES RS a ee ar i GA 47,775 496,171 410, 107 12,917 120,922 
Brae SW arn pac AGEN AZ 51,636 | 258, 667 413, 190 14,871 117,758 
Be ori ic hah, veel bane 64, 685 492, 250 374, 968 16,846 165, 121 
Be ee dea vai 197, 857 562,313 518, 725 18, 105 223, 341 

RESIST TIS para ea 98,431 1,523,461 389, 470 21,696 1,210,725 
ee Nae. Gat 131, 627 1,046, 687 1,692, 228 22,435 536,349 
1946 iy | Sens alge MEN Ne Raa 119,727 424,810 562,016 23,163 40,642 
te Cun ace 102,397 597,346 400, 598 21,860 277, 285 

SEERA Pi secre 93, 457 452,737 2,399,571 24, 825 1,878, 202 


Mr. Fulton asked me a question with respect to the rate of return in the 
‘past several years and I gave him figures with the exception of the year 1948. 
I said I would secure the figures for 1948 which I have done and the rate of 
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return in 1948 was 55 cents per $100 of capitalization. The percentages which | 
I have given should I think be supported by figures showing how these percents | 
have been computed and I would like to have in the proceedings, if I may, | 
details as to how we arrive at the figures which I have given. : 


The CHarrMan: Is that agreed? ey 


Agreed. . 
CANADIAN NATIONAL RAILWAY SYSTEM 
Depreciation Reserve Adjusted . 
Net income on rolling Reserve for for pension net income Percentage 
er available for stock inventory contracts | available for on total 
na interest, per adjusted adjustments | adjusted as return on capitali- 
the accounts to 33% written back to prior capitali- zation 
per annum years zation 
§ $ $ ale eae. | 
1940.. 83,474,443 DB QOO OOO eile nana a canes 1,980, 344 28, 594, 099 1-44 
Or eee aelal 54, 361, 316 O88 266» Ns ch. Fe es 2,362, 881 51,010, 169 2-57 
1942.. 74,045, 461 2,058, 206 _ 2,070,200 1,797, 837 76, 681,097 3°84 
1943... 85,302,456 | 4,555,734 1,309,814 | 19,069,000 | 110,237,004 5-48 
Ce 71/006. 564 13,970 443° > 3,839, 470 _....1 78,906, 478 3-91 
Lye ea TEASE ONS ah OMA a ties! ell unt Magi ACE LOM NA CAB 71,084, 273 3-49 
POA Gis bias) Saba tee SAT RO OOP Bee td RUM ay eae TED OID OG Nite uti ate eda 28,194,975 > 1-39 
1947... PA SAU 5) 8 Se Kae Ve NRE ma i aki AER se hy Relate ad as vial i 27,939, 150 1-39 
LAS Wie sii ie lies PU 297 LOO bea ik BO el Meg cee aes aa pees, ae CONE er eet 11, 297, 109 0-55 


Mr. Cooper: The figures I gave showed the amount of net income available | 
for a return on the capitalization of the railway. Mr. Fulton was talking about | 
something just a little different. He asked for the rate of return on the property | 
investment and I think he had in mind the amount which would be computed | 
under the formula which I explained yesterday. I have worked it out the second | 
way and I would also like to put those figures in the record. | 


CANADIAN NATIONAL RAILWAY SYSTEM 


Adjusted 

Net Railway Adjustments net Percentage 

Year operating per statement Railway of property 

income above operating investment 

exate income 
$ $ $ 
AGAMA Maa Ree AS ym. Wie) ale} Site ath ag 35; 964, 407 4,880, 344 31,084, 063 — 1-63 
PIAS aia NOC N Enc OA RO SRUE IL is lal ah a bay ic Me DE 55, 626, 577 PSST bell WALL 52, 275, 430 2-74 
AL ORs eg a aA RR SOA CoS Me oA 74, 930, 221 2, 635, 636 77, 565, 857 4-05 
POA re Nr ecw vce Meth Ae et te ges a 81, 633, 938 24, 934, 548 106, 568, 486 5-50 
POAA Menurnes aN SMe HERS Ly cues Mai A ae 67, 724, 644 7,809,914 75, 534, 558 3°86 
ORR rata Mere PE a tly 2 wiuan tee Maes uae Re GEST T OBS. Sig sietee sae eas 67, 877, 938 3°47 
TOE Rae HL See HGR TOR ce A a ARUBA 31,558, 947 7,324, 552 24, 034, 395 1-23 
ONE PAGE SRR 1) Da Re RI A Re TC Yt Fe LO Ble) siete aaa aise. 23, 710, 623 1-20 
POA R wert ne Ue ene Aish na Na Oe ane UL TOD 25020 i oe rae eee, 10, 175, 629 0-50 5 
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-. The second statement varies somewhat from the first and although I per- 


-sonally prefer the first statement, the second statement is made in the more 


common method and I think it will be helpful. | 

Mr. Nicholson asked for the land sales in western Canada last year. We 
sold 28,049 acres of land in western Canada in 1948. The average price received 
was $8.06 per acre; the number of acres of unsold land in western Canada at 
December 31, 1948, is: 


Manitoba ...... an Aided tate LR 6,762°61 


Sakae MCW All nk eo ie cee sere iee mb aaah, ole ote 210,744 -64 
DCE Oe ia. Sy Mira tek Wn coeey RAS MIN crea 4,567 -90 
aM the Loual acreage iss. 2a yo sees eh Se 222,075-15 acres 


~The CuarrMan: Does that complete what you have to give, Mr. Cooper? 

Mr. Coopsrr: Yes, sir. | 

Mr. Jackman: Mr. Chairman, I notice in the evidence yesterday that 
reference was made to the mineral rights still held by the railway in western 
Canada. Has Mr. Cooper any evidence here as to the acreage on which the 
mineral rights in the various provinces has been retained? 

Mr. VaucHan: We have not got that information with us but we will get it. 

Mr. Jackman: In these days it is pleasant to have hopes, even though it 
may be faint hope, but have you much acreage in Alberta? 

Mr. VaucHan: We have very little in Alberta. 

Mr. Coorrr: The total acreage is only 4,567. 

Mr. JAcKMAN: That is unsold land? 

Mr. Vaucuan: You are talking about acreage which we have sold and on 
which we retain the mineral rights? | 

Mr. JACKMAN: Yes. 

Mr. VaucHan: We will get that information. 

Mr. Jackman: Have you paid the 3 per cent provincial tax in 
Saskatchewan? 

Mr. Vaucuan: We have retained some and we are in the process of redeem- 
ing other rights. 

Mr. Jackman: You are going to get it back to quite an extent? 

Mr. Vaucuan: That matter is actively in hand at the present time. 

Mr. Jackman: The railway itself feels that it is worth while paying money 
from its own treasury to redeem or to re-instate the title to the mineral rights 
rather than to perhaps make a deal with outside parties? 

Mr. Vaucuan: A deal with outside parties is in the process of development 
now. 

The CHAIRMAN: Gentlemen, before any more questions are asked I would 
like to table a letter which I received today as chairman of the committee. It 
is my opinion, subject to the wishes of the committee, that this letter should not 
be discussed until we get to Trans-Canada Air Line matters. The letter has to 
do with some representations from Manitoba. I will read the letter. 
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THE WINNIPEG CHAMBER OF COMMERCE 
346 Main Street, Winnipeg, Canada. 


te March 28, 1949. 
Mr. S. M. Cuarx, M.P., Chairman, 
Sessional Committee on Railways and Shipping, 
House of Commons, Ottawa, Ontario. 


Trans-Canada Air Lines 

Dear Sir:—We enclose copies of telegrams which have passed between 
the Winnipeg Chamber of Commerce and the Prime Minister. As the 
committee has now been set up, we take it that the proper thing now is 
for us to communicate direct with you, as Chairman. | 

This is to confirm the intimation to the Prime Minister that delegates | 
representing the Province of Manitoba, City of Winnipeg, Winnipeg | 
Chamber of Commerce, Manitoba Associated Chambers of Commerce, 
and other organizations may attend, when representations will be made 
by or on behalf of these delegates and organizations. 

We will be glad to know if a definite time has been fixed for the 
sitting of the committee, and when it will be in order for the delegates to 
appear. We would like to have as much advance notice as possible in 
order to have time to make transportation and other arrangements: 


Yours very truly, 


(Signed) E. C. GILLIAT, 
Managing Secretary. 


In addition, gentlemen, there are three telegrams here. I think that these 
should also be discussed when we are dealing with T.C.A. matters. 
: March 16, 1949 
Rt. Hon. Louts Sr. LAURENT, | 
Prime Minister, 
Ottawa, Ontario. 


The Winnipeg Chamber of Commerce urgently reiterates its request 
that the decision to remove the operating headquarters and officers and 
employees of Trans-Canada Air Lines from Manitoba to Montreal be 
abandoned. We further urge if the matter be referred to a committee 
of the House of Commons for consideration, as has been recommended 
by western members, that T.C.A. be directed to cancel forthwith notice 
of removal already given to employees so as to stop selling of homes and | 
making of other irrevocable personal arrangements in pursuance of that | 
notice. Your urgent consideration and action is requested. 


B.«@. GILLIAT, 
Managing Secretary, 
The Winnipeg Chamber of Commerce. 
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ae : March 18, 1949. 
i, E. C. Giiurat, Esq., 

i Managing Secretary, 

Winnipeg Chamber of Commerce, - 

‘Winnipeg, Manitoba. 


Your telegram re T.C.A. plans to move certain personnel to Montreal, 
may I call attention to following statement made in parliament on 
March 3 by Mr. Howe: “I remember distinctly reading a published 
statement by Mr. McGregor in which he said the move would not take 
place until October, 1949. That being so, I hope we shall have a 
committee before that time.” Notice for the setting up of a committee 
of the house to deal with accounts, estimates and bills relating to opera- 
tions of T.C.A. has now been given. Committee expected to get under 
way almost at once and will have power to send for persons, papers and 
records, and report from time to time. Plans of management and reasons 
therefor can be gone into and reported upon, and interested parties can 
appear or be represented to make proper investigation. In the meantime 
government would not feel justified in issuing directives to management. 
I trust that this public hearing will make clear what policy in regard to 
this matter will best serve the general interest of all concerned in the 
good.administration of T.C.A. 


LOUIS ST. LAURENT 


3 March 24, 1949. 
Rt Hon. Louis Sr. LAURENT, 

Prime Minister, © 

Ottawa, Ontario. 3 


Thanks your telegram eighteenth. Representatives of Province. 
Greater Winnipeg Municipalities, labour and business organizations, met 
yesterday and unanimously decided avail themselves of opportunity to 
appear before Committee of Parliament in furtherance of protests against 
removal of T.C.A. operating headquarters. As Parliamentary Committee 
is to decide issue on merits as stated your telegram eighteenth and to 
protect’ employees’ interests, we consider it imperative and respectfully 
urge that T.C.A. officials be instructed to suspend action on transfer 
pending committee decision as previously requested. , 


BE. C. GILLIAT, 
Managing Secretary, 


The Winnipeg Chamber of Commerce. 


oa Vr, Murcu: I would move that the letter be tabled and that we discuss it 
when T.C.A. comes up. 

The CuarrMan: Is that agreed? 

Carried. 

Mr. Murcu: I have just one supplementary word. If these people are to 
be here it would be rather late to tell them of our intention to hear them at the 
time the sittings concerning Trans-Canada Air Lines have begun. 


: : ‘ es : ; - 
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Mr. Emmerson: When they come down will they travel by C.N.R.? 

Mr. VaucHaNn: They will probably travel by T.C.A. : 

The CHarrman: When we get to Trans-Canada Air Lines we can discuss the 
pros and cons of this correspondence. 

Mr. McLure: They will receive very short notice. | 

The CuarrMan: Even if this matter was discussed today it would be difficult 
to have these people here when T.C.A. business comes before us. 

Mr. Murcu: I would say that if anyone has any doubt on the matter I can 
personally assure him that we will debate the affairs of T.C.A. long enough for 
interested parties to get here. 

The CHARMAN: Even if our inquiry into Trans-Canada Air Lines proceeds 
rapidly, if the committee decides to hear these gentlemen, we could sit some 
morning later in the session to hear them. | 

Mr. McCuttocu: Has it‘been our habit in the past when dealing with T.C.A. 

to meet such committees? ? 

Mr. Murcu: The motion has just been carried. 3 

The CHamrMAN: The correspondence is to be tabled and we shall discuss it 
when T.C.A. business comes before the committee? Is that agreeable? 

Carried. ; 


Mr. Murtcu: It is agreed for the moment at least. 

- The CuHarrMan: Yesterday we finished with page 22. : 

Mr. Hazen: Perhaps I could ask some questions which arise out of the 
evidence heard yesterday in connection with the Barraute line. I have a copy 
of yesterday’s evidence and at page J-9 it says 39-2 miles of road were built. 
You told me that you do not propose to continue the line further at the present 


time. You told me also that the cost of the lme—that 39-2 miles—was. 


$3,234,000, or at least you estimated it would be that amount. You told me 
that $2,621,000 had been spent, that you estimated $612,000 more would be 
spent, making a total of $3,234,000 Now if 39-2 miles were built at that price, 
as I figure it, the cost is $82,474 per mile. Am I right? 

Mr. Cooper: $83,000, did you say? 

Mr. Hazen: I have got $82,471. 

Mr. Coorrr: Yes. 


Mr. Hazen: Well, in 1946, when the bill was introduced giving the Canadian 


National Railways authority to construct this line, it stated that it was to be 
constructed from Barraute. Authority was given to construct from Barraute 
to Kiask Falls, a distance of approximately 55 miles, at an estimated expendi- 
ture of $4,125,000, or an average of $75,000, per mile. . 

Mr. Cooper: That is not quite correct, Mr. Hazen. The estimated cost wa 
$4 125,000 plus an allowance of 15 per cent, which made the total estimated cost 
$4,743,000, which figures out about $86,000 per mile. So the 39 miles have 
been constructed at a little less than the average for the 55 miles which were 
originally contemplated. 

Mr. Hazen: I have not got the Act before me; but upon reading the resolu- 
tion that was presented to the House I find no mention was made of the 15 per 
cent. It simply spoke of the $4,125,000 and the average of $75,000 per mile, 
but, as you say, there may have been something added to it. 

Mr. Coorrr: I feel quite sure that in the special Act under which this line 
was built the allowance of 15 per cent was provided for. 

Mr. Hazen: I have not examined the Act, so you are probably correct. 
Now, we were told at that time that The Canadian Paper Company, as T under- 
stand it, had guaranteed an aggregate traffic of 330,000 cords of pulpwood over 
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a period of 6 years: and they had guaranteed that, even if within those 6 years 
they did not supply the 330,000 cords of pulpwood, they would make up the 
difference to you. . 

Mr. Cooper: Yes, the difference in the cost of operating the railway. 

Mr. Hazen: Yes, the difference in the cost of operating the railway. But 
the guarantee, as I understand it, was contingent upon the road being extended 
43-7 miles from Barraute to a point at the southeast extremity of the township 
called Laas. Am I correct in that? Is their guarantee good if you do not go 
43-7 miles, and only go 39-42 miles? 

Mr. Cooper: I would have to look into that, Mr. Hazen. I think their 
guarantee stands. 

Mr. VaucHan: Their guarantee is perfectly good for the mileage we have 
built. ! , 

Mr. Hazen: The Hon. Mr. Chevrier said when he introduced the bill in the 
House that the line at the present time is projected to the southeast corner of 
Laas township. You say it is not the intention to project the line to Kiask Falls 
at the present time? Were those plans afterwards changed? Did you decide 
not to go 43-7 miles and only to go 39-42 miles? 

Mr. Vaucuan: We decided that it was only necessary at the present time to 
build 39:42 miles. We did not wish to construct any more mileage than was 
necessary. 

Mr. Hazen: Well, if you had gone on and extended it to 55 miles, as the Act 
provided, it would have cost you a great deal more than the $4,125,000, would 
it not, even plus the 15 per cent which you mentioned? 

Mr. Cooper: I would not care to say that. I am not an engineer and I do 
not know the territory. 

Mr. Hazen: But evidently the estimated amount when the bill was intro- 
duced was $4,125,000. 

Mr. Cooper: Plus 15 per cent. 

Mr. Hazen: Plus 15 per cent. 

Mr. Coorrr: Yes. The estimate was made on the basis of $86,000 per mile. 

Mr. Hazen: Did you think that it would have cost any less to construct 
the line from the 39-42 point to the end of the 55-mile limit? 

Mr. Cooper: I do not know. | 

Mr. Vaucuan: It all depends on the topography of the country. A survey 
was made and it was felt there was no need to construct that line for the 
additional distance. The line was built for the purpose of taking out pulpwood 
and for giving settlers an opportunity to move in there to develop the country. 

Mr. Hazen: Do you consider the guarantee of the Canadian Paper Company 
as still good? 

Mr. VaucHan: It is good. | 

Mr. Hazen: Good for all the distance that you have gone? 

Mr. VaucHan: Undoubtedly. | 

Mr. JackmaN: Yesterday there was some discussion about the payment 
of interest and the maturity of American bonds in the United States in American 
funds. May I ask you about your dealings with the Foreign Exchange Control ~ 
Board. When you are requiréd to service your United States paid bonds you 
have to pay 4 of 1 per cent to the Foreign Exchange Control Board above the 
cost of your Canadian money. But when you get your United States revenues 
against which you have to pay out your United States operating expenses, of 
course, do you not have a United States bank account and those funds in that 


ge 7 | 3 - SHSSIONAL COMMITTEE 


United Seats bank account do not have to go through the Foreign Exchange 
Control Board at all. Are you not treated as if you were an American company — 


and not a Canadian entity? 

Mr. Cooprer: That is so. 

Mr. JAcKMAN: Then why are you not allowed to service your United 
States paid bonds out of your United States receipts rather than to have to 20 
to the Foreign Exchange Control Board here and pay a penalty? 

Mr. Coorrr: To the extent that we have free balances in New York 
available for the payment of interest, we use them. But they are traffic balances, 
and ordinarily they would be used for the settlement of inter-line accounts with 
United States carriers. We operate in the United States of course. 

But if there were a surplus of United States dollars, we would use them 
in preference to paying that one half of one per cent. . 

Mr. Jackman: You feel that you would be allowed to use that money? 

Mr. Cooprr: Definitely. 

Mr. Jackman: During recent years have you not had a surplus on your 
United States operating accounts so that you would have had no occasion to 
apply to our Foreign Exchange Control Board? 

: a CooprEr: A small surplus, yes. In 1948 it did not amount to a ee 
ea 

Mr. JACKMAN: a was speaking of a cash surplus. 


Mr. Cooprr: Yes. The amount of net earnings on our ATR lines 
available for interest was $4,327,000. I should say here that that sum was 


s 


exclusive of such things as depresiation accruals but, in turn, we used depreciation 


accruals for capital expenditures. | 


Mr. JACKMAN: So you do have to go to the Foreign Exchange Control Board 
to obtain money each year to service your American bonds? 


Mr. Cooper: Yes. I could tell you just how much exchange we bought 


last year, if you are interested in it. 
Mr. JACKMAN: Yes, I am. 


Mr. Coorrr: We have a tremendous number of transactions between 
Canada and the United States, and we purchased $77, 000,000 of United States 
funds last year. 

Mr. Jackman: Did you sell any funds to the board? 

Mr. Coorer: The $77,000,000 would be the net of purchases and sales. 

_ Mr. JAckman: You say it was the net? 

Mr. Cooper: The net purchases, yes. 

Mr. JAcCKMAN: Have you got the gross figures of sales to the board? 

Mr. Coorer: No, I have not. But on exchange last year, we suffered a loss 


of $170,000, that is on loss on United States funds, less the profit on sterling 
funds. 

Our exchange situation has improved tremendously in the Wage year or two. 
About two years ago our exchange account was more than $1,000,000 against us. 
But it was down to $170,000 last year. 

Mr. Jackman: If there is any fault to be found it is probably not with 
the railway but rather with the cost of doing business under the Foreign Exchange 
Control Board and the regulations which they place upon business. 


A 


¢ 
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The Foreign Exchange Control Board made over $10,000,000 last year. ‘You 


would have been saved a considerable amount of money if you had not had to pay 


that one half of one per cent premium. 


Mr. Cooper: Our exchange account brought about a loss of $170,000 to us. 

Mr. Jackman: Can you give me any idea, Mr. Cooper, of how much you 
have sold to the board at so much over par, and how much you purchased from 
the board plus the premium? | 

Mr. Cooper: No, I do not know that. . 

If you are going to ask me questions of that nature, Mr. Jackman, I shall 
have to ascertaim the answers for you because, actually, your questions concern 
matters which do not come under my purview. Rather, they belong to our 
Treasury Department and I shall go to the vice-president in charge of our 
treasury to get the answers to these questions. 

Mr. Jackman: Would it be within the bonds of reasonableness to assume 
that if you had $77,000,000 of transactions with the Foreign Exchange Control 
Board—I am assuming that these were largely American transactions? 

Mr. Coorver: $77,000,000 were all American transactions. | 

Mr. JacKMAN: There was this disability which the railway had to suffer, 
to the extent of one half of one per cent on that volume, and that would amount 
to over $3,500,000. 

Mr. Cooper: I think that is a condition which obtains throughout the 
entire business world of Canada. It is a matter of government policy as to 
whether or not there should be this Foreign Exchange Control and whether or 
not there should be this surcharge. 

I am inclined to think, Mr. Jackman, that it is hardly fair for you to drag 
us in on some dispute which you might have with the government. 

Mr. Jackman: Well, Mr. Cooper, it is your duty to protect the interests of 
the railways because you are one of the greatest corporations, if not the greatest 
corporation, in the country. Nevertheless, you find yourself subject to a form 
of taxation of which many of us do not approve. 

You are paying $3,500,000 excess to the Foreign Exchange Control Board, 
that is, your one half of one per cent on $77,000,000. 

Mr. Cooper: Oh, no, Mr. Jackman. 

Mr. Jackman: I think I asked you if that was the amount. 

Mr. Cooper: I said that our net exchange account was $170,000. 

If you complain that we are charged by the Foreign Exchange Control 
Board at the rate of one half of one per cent on United States funds then you 
must give them credit for the profit we make on the exchange of Canadian 
dollars into sterling. It is a two-way proposition. 

Mr. Jackman: But, Mr. Cooper, you had $77,000,000 of dealings with the 
Foreign Exchange Control Board relative to American funds only, leaving aside 
the sterling. , 

Mr. Cooper: Yes. 

Mr. Jackman: And if you bought $35,000,000 and sold $30,000,000 to the 
board, because you are held to the practice of going through the board instead 
of being permitted to act as one ordinarily was accustomed to act, you must 
have incurred a deficit on your transaction of over $3,500,000? Is that not 
correct? I want to know how much? — 
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Mr. Cooper: I think you are one decimal point wrong, Mr. Jackman; should 
it not be $387,000? | | 


Mr. JackMANn: I think perhaps you are right; nevertheless, it is a very 
substantial amount, quite an item anyway. 


The Cuatrman: And the difference would be much greater if our dollar 
were at 92. : : 


Mr. Warren: Mr. Chairman, I wonder if Mr. Jackman recalls the time — 
when the Ontario government sold bonds in the United States. They went to 
an American firm and paid at least 10 percent to them on account of the 
premium on exchange. I do not think we should be too quick to offer criticism 
with regard to proper financial operations. Take a case like this where you are 
paying 5 percent on perpetual debenture stocks. When they were offered for 
sale they were a very attractive proposition for the public, and some day you 
should be able to buy these perpetual bonds back in. I think that was one of 
the things which Mr. Nicholson spoke about yesterday. I recall an experience 
I had as a member of the county council of Renfrew county. That is a very 
small thing, of course, as compared to a place like here where you gentlemen 
roll billions around your tongues in the way we would speak of dollars. But our 
council decided to build roads and for the purpose they decided to issue twenty- 
year debentures, some carrying interest at 5 percent and some at 4 percent; and 
then we got into the tough 30’s when a dollar bill just looked like a gold mine 
and anybody who got a five dollar bill was just in the luxury class. And I 
remember on one occasion when I tried to make up my mind whether we would 
be justified in repudiating our financial responsibility on those bonds. We studied 
the situation and looked at it, but I have been glad ever since that I did not 
talk myself into that idea because we got out from under the load eventually— 
twenty years does get around in time—but we did get out from under it and 
I am very glad indeed we came out with a clear conscience having repaid our | 
obligations. Now, I presume that the financiers of the Canadian National 
Railways just made the same sort of mistake that the County of Renfrew did. 
We quit that sort of thing. We pay as we go now. We don’t get stuck with 
9 percent interest anymore, we pay as we go. I suppose they cannot always 
do that, but perhaps gradually they may get around to 2 percent issues. I do 
not think anybody would regard 2 percent interest on money in that volume as 
being excessive. 


Mr. Vaucuan: Mr. Jackman, these transactions are all arranged between 
our vice president and treasurer with the Bank of Canada or the Department 
of Finance; and I can assure you that our vice president, Mr. Cowie, is a 
Scotsman, and he gets the best he can out of the deal. You appreciate, of course, 
that there is a considerable amount of negotiation about these things. If there 
are any questions you desire specifically to ask on these matters we will be glad 
to have the answers supplied. 3 


Mr. JAckman: I think $7,000,000 is a lot of American currency just to 
handle through that fund during a year and have to pay the official rate on. 

The Cuarrman: Are there any more questions on page 23? 

Mr. Moorr: Has Pere Marquette anything to do with the Canadian National? 

The CuarrMan: That is now the Chesapeake and Ohio, known as the C. & O. 
I do not think there is any official connection. : 


Mr. Vaucuan: No, there is no official connection and it is owned entirely 
in the United States. 
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4 Mr. Moore: I had heard that some arrangement had been made whereby 

; the Grand Trunk Western and the Chesapeake and Ohio could interchange 

traffic with each other due to their relationship to the same parent company, 

and that the C. & O. are moving traffic over your line. Do you know if there 
is such an arrangement? 


Mr. VaucHan: There have been no negotiations with the Pere Marquette 
or the Chesapeake and Ohio. At the present time we have a running rights 
arrangement with the Wabash. They run through from Windsor to Niagara 

on our railway. We have connections with Pere Marquette but their interchange 
is greater with the Canadian Pacific than it is with us. 


i Mr. Moore: That is the point, there is more traffic being diverted from 
_ them to the C.P.R. than there is to be C.N.? 


The CHAIRMAN: The Pere Marquette goes into Windsor, of course. 


| Mr. Watton: There is one thing there, Mr. Moore, which I might say; we 
do on occasion haul some Pere Marquette traffic through our St. Clair 

tunnel, and we, of course, get an earning for all that traffic we handle. We only 
- do that for them when conditions are congested and there is some freight traffic 
_ turned over to us for haulage. It is not a serious problem at any time and it is 
- only done occasionally when congestion dev elops with them and they want to 
_ make use of the short route through our St. Clair tunnel to Sarnia, then they 
- go through Chatham and on to St. Thomas. It may be something oF that kind 
_ which you have in mind. 

The CuarrmMan: I could make some observations regarding that but I do 

- not think I will. I did on one other occasion. I think the officials know the 
_ story pretty well. 
Is there any discussion on pages 23 and 24? 
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM 


Company 
Number 
1 Canadian National Railway Company............6.00.6.5.4 Ball Sian Piciu el semen $ 18,000,000.00 
2 The Canadian National Railways Securities Trust................2....0005- 378, 518.135.02 
/ $396, 518, 135.02 
CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC 
Owned by 
Name or Issuing Company Company Capital Stock Owned by 
Number Issued Public 
3 Atlantic and St. Lawrence Railroad Company. . 1 $ 6,302,340 00 $ 33, 840.00 
4 The Bay of Quinte Railway Company......... 21 1,395, 000.00 
5 The Bessemer and Barry’s Bay Railway . 
COOIMIPADY) = Gian fob See Dae ee Guana 21 125,000.00 
6 The Canadian Express Company............... 1 1,768, 800.00 
7 Canadian National Electric Railways.......... 21 1,750, 000.00 
8 Canadian National Express Company.......... 22 1,000, 000.00. 
9 Canadian National Land Settlement Association ’ 1 oa 
10 *Canadian National Railways (Franes)—franes ‘ 
BO OO CRO GO oe FP EACLE TT Cra Renae estas 1 1,893, 573.00 
11 *Canadian National Reais, Limited oi. 4 2.005 21 40,000.00 
12 Canadian National Rolling Stock Limited.... 1 50,000.00 
13 *Canadian National Steamship Company, Limi- 
be 1) Weak Siar OS ees Don aay, Na NO INNES! AATCC 43 15,000.00 
14 Canadian National Telegraph Company........ 21 500, 000.00 
15 *Canadian National Transportation, Limited... 1 500.00 
16 The Canadian Northern Alberta Railway 
OG aye to a Uae Ba tera SL RS ey PORE Sat 8 NA tah Naty ray 3,000, 000.00 % 
ay, Canadian Northern Manitoba Railway 
‘Company..... RSG PRE sting CPE Se NGgee Nemigia hy 21 250, 000.00 
18 The Canadian Northern Ontario Railway 
COOMA, Oe OAR E ah Moe eaten eta ean Ua 21 10,000, 000.00 
19 Canadian Northern Pacific Railway Company 21 25,000, 000.00 
20 The Canadian Northern Quebec Railway 
COVINA WN Hy Meas a el ee cain a ae 21 9,550, 000.00 3,849, 200.00 
PRS The Canadian Northern Railway Company. . 1 18,000, 000.00 
22 The Canadian Northern Railway Express Com- j 
DAV. Lubmited Sy Renee aie nN ar a ae 21 1,000, 000.00 
23 Canadian Northern Steamships, Limited...... 21 2:,000, 000.00 - 
24 Canadian Northern System Terminals 
VUE A 5 Ui ere Bee ek nnn Mere La is uintiante CK gti iE 21 2,000, 000.00 
25 Canadian Northern Western Railway Company 21 2,000, 000.00 
26 Cannar: Oils: Limited. oho bee a ee ae wae 1 100.00 
97° * The Gentmont, Corporation. 1 oe 30 176, 400.00 
28 Central: Counties: Railway oo. ee es 1 500, 000.00 12,000.00 
29 The Central Ontario Railway........0..05000.3. 21 3,331, 000.00 
30 Central Vermont Railway, Inc................. 1 10,000, 000.00 
on Central Vermont Terminals Ine. oo eo os Cae 30) 5,000.00 
32 *Central Vermont Transit Corporation.......... 27 5,000.00 
33 Central Vermont Transportation Company..... 27, 30 200, 000.00 
34 The Champlain and St. Lawrence Railroad 
CONTAIN VE aii ate ee aa ees Ih Gita aReg gon 4 1 50,000.00 
35 *Consolidated Land Corporation................ 46 64,000.00 
36 *The Dalhousie Navigation Company, Limited. 21 50,000.00 
37 Duluth, Rainy Lake & Winnipeg eS, 
Company Bear eR MAN p ATO Sarena RY A RGM Bante tA 39 2,000, 000.00 
38 Duluth, Winnipeg and Pacific Railraod . 
Company URE eins Hae aL CENA aa ta Dei 39 100,000.00 
39 Duluth, Winnipeg and Pacific Railway 
COTO DAI Be Ce ee OR aN Ug arent Aen Clegg 21 3, 100,000.00 
40 *Grand Trunk-Milwaukee Car Ferry Company 46 200, 000.00 
41 The Grand Trunk Pacific Branch Lines 
OTA DAT. 5) N a UM EE ae rea oe sh nt ou a 43 200,000.00 
42 The Grand Trunk Pacific Development Com- 
Dany MVC 2,5 cele ase eon ive Len an 43 3, 000,000.00 
43 The Grand Trunk Pacific Railway Company 1 24,940, 200.00 
44 The Grand Trunk Pacific Saskatchewan Rail- 
WAY) COOTMIDARY Sou ns ayia ere at ci 43 20,000 00 
45 *Grand Trunk Pacific Terminal Elevator Com- 
pany, A Limitedgeny rn eae, aioe. ye ueraa 43 501,000.00 
Grand Trunk Western Railroad Company) 
OTS SE CITOLY SUR AO n ORE RAW OROR cal” Te OAC LCE Nn 1 20,000, 000.00 
46 Grand Trunk Western Railroad Company 
ROM TETELVEC 5 fh bie cil ea eer MeN SOR omg 25,000, 000.00 
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM 
(Continued) 


CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC (Continued) 


Owned by : 
Name or Issuinc CoMpany Company Capital Stock Owned by. 
Number Issued Public 


47 The Great North Western Telegraph Company 
of Canada (Including $331,500.00 held in 


CBOLOM in hacig Ay ee Re ae ta Ohare Both 14 373, 625.00 6; 825.00 
— 48 The Halifax and South Western Railway 
Companyenee. sobs eae ee Mot Na ie 21 1,000, 000.00 
49° *Industrial band: Company 8) ee a 46 1,000.00 
50 International Bridge Company................. 1 1,500, 000.00 
51 The James Bay and Eastern Railway Company 21 125,000.00 
52 The Lake Superior Terminals Company 
TeTHAICCEL Soa hes Ne PS PCy A aU aA 21 500, 000.00 
53 The Maganetawan River Railway Company... 1 30,000.00 
54 Manitoba Northern Railway Company........ 1 500, 000.00 
55 The Marmora Railway and Mining Company. . 21 128,600.00 
56 The Minnesota and Manitoba Railroad Company 21 400, 000.00 
57 The Minnesota and Ontario Bridge Company. . 21 100, 000.00 
58 Montreal and Province Line Railway Company 27 1,000, 000.00 
59 *Montreal and Southern Counties Railway 
COMPAR ee a eA lade te ta tine 1 500,000.00 165,600.00 
60 The Montreal and Vermont Junction Railway 
COTTON ire etic is Ben ore: Me tsaMnn ML Lig ata wae 30 197, 300.00 
61 *Mohereal Fruit & Produce Terminal Company, 
PGATIAEUECLE Ge aren cts cht tae ges Cl ye apy ale esl) 2 1 500.00 
62 *The Montreal Stock Yards Company.......... 1 350,000.00 
63 *The Montreal Warehousing Company.......... 1 236, 000.00 10, 440.00 
64 Mount Royal Tunnel and Terminal Company, 
MEV TILOO Ser kes Me ese epee ake Maa Ay eS 21 5, 000,000.00 
65 Muskegon Railway and Navigation Company. . 46 161, 293.00 
66 *National Terminals of Canada, Limited...... 1 2,500.00 
67 National Transcontinental Railway Branch 
Raines COMPANY va eee ee stone cid 1 500.00 
68 *The Niagara, St. Catharines and Toronto Rail- 
Wate OINDANY ior mR ode nn Syl kay eh 21 925.000.00 
69 *The Niagara, St. Catharines and Toronto Navi- 
gation Company (Limited) ................ 68 100, 000.00 
70 *The Oshawa Railway Company............... 1 40,000.00 
71 The Ottawa Terminals Railway Company..... 1 50,000.00 
i2 The Pembroke Southern Railway Company. . 1 107,800.00 
tome erie George, limited ia) See ie 1 10,000.00 
v4) Ve" Prince Rupert. Dimiteds 3.02 938 oe Ce: 1 10,000.00: 
75 The Quebec and Lake St. John Railway 
COMEDAD Mee Me oe earn eet ane, rte Ae ah ee at 4,508, 300.00 489,160.00 
76 The GatAppelle: Long Lake and Saskatchewan 
Railroad and Steamboat Company........ 21 201,000.00 
(ie RaW ca River Coal Company 2 eee Sia k « 1 200,000 00 
78 St. Boniface Western Land Company.......... 21 250, 000.00 
79 The St. Charles and Huron River Railway 
KC OTA Bet a LN PTCA e eg eC a, Gidea ae adhe 21 1,000.00 
80 St. Clair Tuned COTDAT Vea LER ton gt Oe uae a 700, 000.00 
81 *The Thousand Islands Asiisay Company.. 1 60, 000.00 
S27 e rene Cana AI LIMOS errs). Mente ud ee bad 1 25,000. 000.00 
83 The United States and Canada Rail Road 
KDOMIDATY: wa seiton cee LAE ater ilk Cena SE 1 219, 400.00 475.00 
84 Vermont and Province Line Railroad Company 1 200, 000.00 
85 The Winnipeg Land Company Limited........ 21 100, 000.00 


$227, 871,731.92 $4, 567,540.00 


' The Income Accounts of Companies indicated (*) are included in the System Income Account as 
‘‘Separately Operated Properties.’’ 
t Treated as an Affiliated Company. 
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Mr. Furron: Are the companies which are shown on page 23 included in the | 
operating statement of the Canadian National System? : | 
_ Mr. Coorrr: Not all of them. If you read the description there at the end 
of that statement, on page 24, you will see that it says: ‘The income ‘accounts of 
companies indicated (*) are included in the System income account as ‘separately 
operated properties’ ’”’. You will also see another sign there which indicates that 
Trans-Canada Air Lines is treated as an affiliated company. In other words, with 
respect to those companies, they are operated and accounted for separately from 
the main railway system. Those which are not indicated by the asterisk ‘are 
included in the System consolidated accounts and we do not keep separate 
accounts for them. | 

Mr. Fuuton: I see. Now, take item 23 there, Canadian Northern Steam- 
ships, Limited; does that company operate on the Pacific coast? 

Mr. Coorer: No, sir. The company which operates on the Pacific coast is 
No. 18, Canadian National Steamship Company, Limited. 

Mr. Fuuron: What is the Canadian Northern Steamships, Limited? 

Mr. 'Cooprr: It is an inactive company. 

Mr. Furron: And on page 24, Nos. 73 and 74; could you tell me what those 
are? 
Mr. Cooprr: The Prince George and the Prince Rupert, they are two ships 
which are operated by the Canadian National Steamship Company. It was 
thought desirable to incorporate a separate company in which the ownership of 
each particular ship is held. That is to say we have a company called the Prince 
George Limited which owns the §.8. Prince George, and we have another company 
called the Prince Rupert Limited which owns the S.S. Prince Rupert, and they 
operate under the Canadian National Steamship Company. That setup is used 
because of the limitation of liability under marine law. 

Mr. Fuuron: Oh, I see; each of these ships are held as a separate company. 
Can you tell me, please, what profit or loss there has been with respect to each 
of these companies; or, perhaps I should ask you about the operation of the 
steamship company on the Pacific coast. : 

Mr. Cooper: I can tell you that. The operation of the Pacific Steamship 
Company resulted in a loss of $137,707. . 

on Fuiton: How does that compare in general with the record of previous 
years! | . 

Mr. Cooper: In 1947 the loss was $95,000. The operation of the S.S. Prince 
Rupert resulted in a loss of $167,000. The operation of the 8.S. Prince George 
showed a profit of $89,000; and the dock at Vancouver resulted in a loss of 
$59,000; and, that makes up the net of $137,000. . 

_ Mr. Furton: The only one which showed a profit was the new ship, the 
Prince George? 

Mr. Cooper: Yes, the new vessel showed a profit. 

Mr. Futron: And the other one is an old ship? 

Mr. Cooprr: Yes, but it is still doing a pretty fair job. 

Mr. Futron: And might I ask you, Mr. Cooper, when you say the Prince 
George showed a profit, is that an operating profit, or does that take in the pur- 
chase price—is it an over-all return on the investment in the vessel or just an 
operating profit? 

_ Mr. Cooprr: No, it is an operating profit. It includes depreciation but not 
interest. : 
Mr. Fuuron: And these vessels are held by the Canadian National 
Steamships? : . 
Mr. Cooper: That is right. 
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Mr. Futon: They are held by the Canadian National Steamship Company 
1d operated by the Prince George Company? 

_ Mr. Cooper: It is the other way around. They are owned by separate steam- 
lip companies and are operated by the Canadian National Steamship Company. 
_ Mr. Futton: And the one which showed a profit was a new ship and the one 
hich showed a loss was an old ship; was the respective profit and loss due to 
e fact that one was a new ship and other was an old ship? 


Mr. VauGuaNn: The Prince George is a large ship and carries more passengers. 
She costs very little if any more to operate, and she does not and for some time 
will not require the repairs that an older boat needs. Every year the older boat 
has to have a certain amount of work done on it. 

Mi Mr. Futton: Are you making any recommendations for the replacement of 
the old boat? 


| Mr. Vauauan: No, sir, not as yet. 


i Mr. NicHotson: I wonder, Mr. Chairman, if we can inquire as to what the 
situation will be with respect to the railways in Newfoundland, now that New- 
foundland becomes the tenth province. Our general understanding was that 
when Newfoundland came into confederation they would be operated as part of 
_the government railway system. Can you tell us, Mr. Vaughan, if the Newfound- 
land railway will be incorporated into and become a part of the Canadian 
' National System? 

u Mr. Vaucuan: It is to be operated as part of the Canadian National Rail- 
ways. The results will be shown in the Canadian National Railways accounts. 


Mr. Nicuouson: I wonder if Mr. Cooper has made a study of their account- 
ing system; I mean are they using the same accounting system in Newfoundland? 


Would there be any problem there? 

i _ Mr. Cooper: Very far from it. They are just closing up their December 
accounts. | 

| Mr. Jackman: Perhaps there will be a new depreciation policy. 

_. Mr. Cooper: There may be in time. | 

i Mr. JAcKMAN: Following up one of Mr. Nicholson’s questions, as responsible 
head of this railway system are you very eager to take on Newfoundland 
Railway, particularly as an incorporated entity in your whole system, rather 
than operate it on an agency basis as you do the Hudson Bay Railway? 


f Mr. VaucHan: We have nothing to do with the arrangement between the 
Canadian government and the Newfoundland people. The railway will simply 
be turned over to us for operation in a day or two and we will do the best we can 
with it, | ay’ 
| Mr. Nicuorson: You objected to taking over the Hudson Bay Railway on 
that basis for a long time. 

‘ Mr. VaucHan: We may have. We do not like taking over anything that is 
going to cost us money and that will not show a return on the investment. 

: Mr. Nicuoison: Have you any idea what the operation will cost? 

‘ Mr. VaucHan: We cannot calculate that as yet. 

\ Mr. Fuvron: These figures you gave me of profit and loss respectively in 
regard to steamships, do those take in account the subsidies? 

Mr. VaucHan: No, sir, the other lines operating get a subsidy but we do not. 
Mr. Fuuron: You get no subsidy? | 

Mr. VaucHAN: We get no subsidy whatever for operating vessels anywhere. 
Mr. Fuiron: Do you have mail contracts for those vessels? — 
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Mr. VaucuHan: I presume they do carry some mail. I am not sure whether | 
we get anything for carrying the mails or not. I could not say as to that; but | 
the other companies, the Union and the C.P.R., who operate up the coast, ac get | 

a cash subsidy. | 


Mr. FuLton: Have you figures available to show how much subsidy you | 
would get if you happen to be the C.P.R.? | 


Mr. VaucHan: We have not got those figures. We ea for subsidy a| 
few years ago. We were not granted this subsidy because it was felt that the | 
C.P.R. had been in operation before we had, although we had been operalny 
there for thirty-five years. | 

Mr. Futron: Do you recall whether the subsidy which you applied for 
would have made a difference between over-all profit and loss? 7 

Mr. Vaucuan: I do not think the subsidy would have been very large. I do 
not recall at the present time what it would have amounted to or what the! 
others get. Some time ago we had the matter up. 


Mr. Fuuron: If it is not too much trouble, and if we are sitting here another | 
day, could you get that information for ee | 


Mr. VaucHan: We will try to get it for you. Of course, anything paid in 
the way of subsidy will be shown in the government accounts. | 


Mr. Futron: Yes. I would like to have your estimate of what you would. 
get on a comparable basis with the C.P.R. We may not have the estimates up 
in time to find that out. | 


The Cuairman: Are there any other questions with regard to page 24? 


Mr. Jackman: Mr. Vaughan, I would like to ask you a question in connec- 
tion with the Newfoundland Railway. Do you take the attitude that it is not 
yours to reason why; that you are asked to do a particular job as head of the, 
railway system and you will take it on whatever basis it is given; that you must 
accept government policy as head of the railway company? 


Mr. VaucHan: We cannot say to the government that they must not take 


over a railway. If they do take over a railway and turn it over to us to be 
managed we do the best we can with it. 


Mr. JAckMan: You do not argue with them. If they say Rt want voll 
to operate the railway in a certain manner and incorporate it in Mr. Cooper’s 
accounts, that is the end of it. You can make your protest. I will not ask you 
to express yourself on government policy, but it is our concern as the share- 
holders’ representatives, so to speak, of this railway system, to consider what 
the likely outcome will be if the accounts of the Newfoundland Railway are 
se ee and made one with those of the Canadian National Railways 

ystem 


Hon. Mr. Cuevrier: They are. That is the decision. : 


Mr. Jackman: That is the government’s decision, but. it may not be the 
correct decision. That is the point I am getting. I am not asking Mr. Vaughan 
to comment on the government’s decision, but I would like to ask one or two 
questions; first, would it make any attercare to the efficient operation of the 
Newfoundland Railway if it were to be operated on an agency basis as the 
Hudson Bay Railway is, rather than on the basis of incorporation as an integral 
part of the C.N.R. System? Would it make any difference to the efficiency of the 
handling of the railway—any appreciable difference? 
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Mr. Vauacuan: I do not think it would make any difference. When the line 
is turned over to us it will be operated in the same manner as our other railways 
are operated. | 

Mr. JackMAN: Whether you own the line or act as manager? 


Mr. VauacHan: Yes. We will manage it as efficiently as we can under the 
conditions. | | 
| Mr. JacKMAN: There is not greater substantial co-ordination possible through 
ownership than there would be through agency? 


Mr. VaucHan: There may be some; we have a good many railways in the 
same position. We really do not own the Canadian government railways as 
far as that goes; it is entrusted to us for operation. 

_. Mr. Jackman: That is the way they are today; their accounts are with 
the C.N.R. System. 


Mr. VaucHan: Would it not be better if we left this Newfoundland Railway 
alone until it comes into our accounts next year? We are talking about something 
we do not know much about, because we do not get possession of the road until 
April 1. 
Mr. Jackman: Someone must have considered what was the best way to 
handle the situation; the government apparently have decided one way or another, 
I think the only place we can get evidence as to the factors involved is in a 
place such as the Railway and Shipping Committee here. I do not think there is 
going to be extensive questioning on the matter, but I gather from you, Mr. 
Vaughan, that it would make very little difference whether or not the C.N. system 
operated the Hudson Bay Railway as it does or whether it operated it as an 
integral part. 

Mr. VaucHAN: I cannot see that it would make much difference. 

Mr. JAckMAN: My desire, and I am sure it is the desire of some of those 
with whom I am associated, is that the C.N.R. be put on its own feet and be 
treated as a business and not as a colonization railway or a hold-all for deficit 
railroads or branches. We want them to have a fair chance to show the efficiency 
_ which we have seen in past years and not to be loaded with things which may be 
_encumbrances for some years. If it is necessary to subsidize the Newfoundland 
Railway for some years let us make a deal, and you accept it, so you have 
something to show for it, not just deficits. You want to know when you show a 
deficit that you have had a fair chance with other railways, if you like, of 
breaking even or being in the same position they are in, instead of having an 


| 
| . 


incubus or a white elephant— 
9 Mr. Vaucuan: We are all for that. We have been trying to get this com- 
mittee to recommend for many years a revision of our capital. 

Hon. Mr. Cuevrier: I was thinking of that. Mr. Jackman is one who seems 

to have opposed that continually and still he is anxious to help the Canadian 
- National Railways. 

Mr. Hazen: We were told last year and the year before that you would not 
consider revision of the capital because this matter was before the Board of 
- Transport Commissioners. 

Hon. Mr. Cuevrier: No, you were told that the government had the matter 
under advisement, and the government is referring it specifically to the royal 
_ commission, 
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Mr. igen You should not deal with it here. 


Hon. Mr. Curvrier: Neither should you deal with this matter, because the 
time was when the agreement was before the House. However, I am not going © 


to attempt to stop Mr. Jackman. 


Mr. Reto: May I ask Mr. Vaughan a question with regard to refinancing? : 
In the light of. dropping passenger revenue and in the light of the modern equip- © 
ment which you have to buy for your railway, with refinancing could you show | 


a profit? 


Mr. Vaucuan: That would depend on how much we were relieved of our © 


interest charges. 
Mr. Rep: There is a lot of hooey talked. 


Mr. Vaucuan: We have never once failed to make an operating profit; 
we have always made a profit over and above our expenses. 


Mr. Nicuotson: Coming back to Mr. Jackman’s question and the answer — 
given to it, I think that if the Canadian National Railways come back here 
next year with an additional $10,000,000 deficit as a result of the acquisition of 
the Newfoundland Railway it is going to reflect on the railway. I understand — 
you have given an undertaking that passegner rates will be comparable to — 


Canadian passenger rates and freight rates are now about twice as high as 


Canadian freight rates, and the Canadian scale of wages is to apply. If that will i 
increase the operating expenses—lI think it is important that Canada should give — 


Newfoundland the kind of transportation they give in other parts—I do not 
think it should reflect on the efficiency of the Canadian National Railways, 


and I think the government should have turned over the Newfoundland Railway — 


to the Canadian National Railways on a lease basis for a number of years, 


without embarrassing the Canadian National Railways with an increasing deficit — 


which is almost bound to be there. 


Mr. VaucHan: We intend to include in our brief to the royal commission — 


a number of matters in connection with railways which we operate and which 
cost us a considerable amount of money to operate, and among them will be 
included the Newfoundland Railway. 

Mr. NicHotson: Have you information regarding the Newfoundland 
Railway deficit for the period before the war and since? What was the deficit 
last year? | 

Mr. Vaucuan: I do not know their deficit for last year. Their accounts are 
just being made up for December now. 


Mr. Nicuotson: If you have to bring wages up to Canadian levels and — 


cut their freight rates and passenger rates in half, it hardly seems possible you — 


ean operate without being in the red. 
Mr. Vaucuan: There is no doubt our losses will be quite substantial, the 


deficit of the Canadian National Railways will be increased by reason of the — 


loss on the Newfoundland Railway. 

Mr. Fuutron: I wonder if in your report you could show which railways 
show losses and which profits? I asked Mr. Cooper which of these are accounted 
for separately and he gave me the answer that those marked with an asterisk 
are. Could you tell us briefly, in general, which of your railway operations 
are profitable and those on which you sustain a loss? 

Mr. Vaueuan: It would be impossible to give that information; it would 
mean analyzing all the earnings and expenses of every branch hne. 
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Mr. Fuuton: I did not mean anything like that. Take the Grand Trunk 
System and the Canadian Northern System—the major systems which were 
turned over and amalgamated—in respect to them would you have the over-all 
- picture? 


Mr. VaucHan: They are all welded together for operating purposes, and 
they all have joint facilities and joint equipment and joint repair facilities. It 
would simply be impossible to segregate them at the present time. 


Mr. Cooper: It would be a very costly process and I do not believe it 
_ would give a great deal of information. 


Mr. Moors: I would like to ask a question about the scale of wages on 
Canadian railways. Do they operate from one region to another; in eastern 
and western divisions would ‘the wages for similar work be the same? 


Mr. VauaHAN: Generally speaking. There may be some slight difference. 

Mr. Watron: There is some slight difference in the running trades, but 
generally speaking in nearly all other positions the rates are uniform. 

Mr. Bourcer: Are wages higher in the west? : 

Mr. Watton: They are generally uniform throughout the country. 

Mr. Moore: When the Newfoundland road is brought in will it be necessary 
to bring wages up to the same standard as the wages in Canada? 

‘Mr. Vaueuan: I understand so. 


Mr. JAcKMAN: The difference between the points of view which I expressed 
—after all there was oniy one point of view—is this, that I am not at all certain 
that the various items on which the railway would like to have a capital 
write-off are justified in being written off. I do not know their relationship to 
the earning power of the railway in this particular case. There is one thing 

I can say: I do not want to see the railway saddled with this additional burden 
which it will have to overcome so that in future years they will have a deficit 
and they will say: we had to take over the Newfoundland Railway; you wished 
it upon us and we had no alternative. That is not a satisfactory position for 
the management to be in before this committee. That is the distinction between 

. the two. 

Hon. Mr. Cuevrirr: I am glad to see you are keenly interested in the 
welfare of the Canadian National Railways, and I am happy about that position, 

_ because I think it, perhaps, shows a change of mind to some extent. 

Mr. JAcKMAN: I am always most interested in the welfare of the railway. 

Mr. McLure: Are you taking over the railway and just operating it in 
Newfoundland on the same basis as the government handed over to the 

- Canadian National Railways the ferry system on Prince Edward Island; and 

_ they just operate that for the government? Are you going to do likewise with 

_ the Newfoundland Railway? 

Mr. VaucHAN: No sir, the situation is different. We operate the ferries 

_ for the government but they pay for the deficits. With the Newfoundland Rail- 
way we will operate the railway and assume the deficit in the accounts of the 
Canadian National Railway. 


Mr. McLure: Would it not be better to do it the other way and let the 
government assume the deficit? 


_ Mr. VaucHANn: We are going to operate it see the same as we do oe 
Prince Edward Island Railway. 


Mr. Rei: A question came up the other day about the difference in gauge 
in Newfoundland as compared with the Canadian railways. 


Mr. VAUGHAN: Yes, sir. 
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Mr. Rew: Would it matter much what the gauge was as long as the rolling 


stock and the road bed was in first class condition? 


Mr. Vaucuan: I do not think so because there is no rail connection and 
probably never will be a rail connection between Newfoundland and the main 
land. ‘The distance across the strait is too great. The line will be operated 
independently and we will not be able to move our cars over so the gauge is not 
a matter of importance. 


Mr. Rerp: You feel you can give quite as good service on that gauge? 
Mr. VAUGHAN: Yes. 


Mr. Nicuouson: I was under the impression the other day that Newfound- 
land is to be given as good service as the other maritime provinces. I understand 
Mr. Vaughan now to say that they are to have as good service as at present 
exists, JI wonder whether the minister could say if Newfoundland is to be given 
a service comparable to the rest of Canada or a service which compares with 
that which they receive now? | 

Hon. Mr. Cuevrier: The clause covering the question you have is contained 
in the agreement. I would not like to draw on my memory and I am sure that 
the honourable member has the agreement in his file, but I believe the expression 
is that “the service is to be adequate service.” 

_ Mr. Nicnorson: We are going to receive a lot of criticism from the people 
of Newfoundland if the narrow gauge is not comparable because the sleepers 
are shorter and so on, and I do not think it can be as good. I think the C.N.R. 
will be under constant pressure to have a wider gauge. % 

Hon. Mr. Cuervrier: The railway will not be under any more constant 
pressure from Newfoundland than it is from other parts of Canada where we 
are being told about the service. I have just left a delegation of sixty people 
who feel that the service in certain parts of Canada is not what it should be. 
I am getting used to hearing that the service is not as good as it should be. 

Mr. Nicuotson: I think there is no question but that the narrow gauge with 
its shorter sleepers and berths is not as comfortable. 

Mr. VaucHan: The narrow gauge is used in many countries. The British 
South African Railways are all narrow gauge. New Zealand, Australia and 
India all have narrow gauge railways. 

Mr. Rerp: I know the question will arise that it is a narrow gauge and it 
will be said that it is not as good as the service in the rest of Canada and that 
is why I ask if you can make it as good and keep the narrow gauge? 

Mr. VaucHan: The fact that it is a narrow gauge railway is not going to 
make its operation inferior. 

Mr. Rein: I did not think it would. 

Mr. Fuuron: It would be more expensive, would it not, to maintain the 
Newfoundland Railway as an integral part of your System as a narrow vauge 
railway than as a standard gauge? 

Mr. Vaueuan: I do not think so. It ought to be less expensive to maintain 
a narrow gauge. 

Mr. Fuuron: By maintenance I mean maintaining the equipment and every- 
thing, because your shops are all fitted for standard work and therefore to keep 
it as an integral part of your system it would be less expensive if it were a 
standard gauge? 

Mr. VaucHan: Newfoundland has its own shops where the repairs are made 
and they will continue to be made there. 


Mr. Futton: You are satisfied that you can maintain adequate service. 


Se ee 
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_Mr. VaucHAN: Yes. | 

Mr. Rew: It is an important point because we may have pressure to lift 
the tracks completely and make the railway conform with the system in the rest 
of Canada but I am satisfied that you can make it just as good a railway. 

Mr. Vaucuan: There would be no justification for standardizing the gauge. 

The CuairMAN: Have we any more questions on this page? 

Mr. Moore: I would like to ask some questions pertaining to the Hudson 
Bay Railway. The men who operate the trains at Hudson Bay have been asking 
for some time that their engines be equipped with automatic stokers. There 
is a reason given for the request. The divisions on the Hudson Bay Railway 
are very long, particularly the one from Churchill to Gillam and from Gillam 
to Wabowden—over 185 miles—and it involves working more than twelve hours 
in one day. Naturally it is a rather hard job. Those men have asked me to 
make representations for stoker equipment on the engines and that it be installed 
as soon as possible. 

Mr. Watton: As you know the larger locomotives are generally stoker 
equipped but the medium and the smaller locomotives are not so equipped. 
Generally on the balance of the system the engines. of the size that operate 
on the Hudson Bay Railway are not stoker equipped. As you say, there is 
one subdivision which is rather long and that might be some argument in favour 
of supplying stokers to those locomotives. Ordinarily, the majority of the 
locomotives are only there for a small portion of the year when the grain 1s 
moving from Churchill and the imports are moving to Churchill. We would like 
to avoid the expense of equipping the engines with stokers, something which 
we ordinarily would not do. 

Mr. Warren: Do they make more than three or four trips a year? 


Mr. Moors: The train I am speaking of is a year round train. Due to the 
business there now they have been doing additional work. I was up in January 
and the men were still working up to twelve hours a day and sometimes more 
so it was not just the hauling of grain. 


Mr. Warren: They would have all year to rest. 


Mr. Moors: No, they work continually the whole year on that basis. The 
trains which pull grain are extra trains. 


Mr. VaucHan: Of course they have quite a lay-over at the end of the line. 


Mr. Moors: It is not so great. They leave Churchill at 7.30 in the morning 
and arrive at Gillam at 9.30 at night. They have their switching to do and they 
would start out the next morning at 10 o’clock. 


Mr. VaugHan: Would that be the same crew or another crew? 

Mr. Moore: That is another crew but they take another train out the next 
day. 

Mr. VaucHan: They all get a certain lay-over. 


Mr. Moors: Yes, they get a lay-over but it is not very long. 

I will not press the point any further but I would like you to make an 
investigation and do something about it. 

Mr. Vaucuan: We will be glad to look into it. 


The Cuairman: Have you any questions on page 25, railway equipment? 


i : 
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December Additions Retirements Conversions December 
31, 1947 During During During Year 31, 1948 ~ 
Year Year Added = Retired 
LocoMOTIVES: 
Passenger—Freight.............. 1,935 5 22 1,908 
PW TECR IDM eNews whe 536 3 22 555 
POLO CELIE EO Se ee eBid 24 24 
Mise Plechrie ee ee ke ees 75 34 1 108 
Pots ey i we ope 2,570 34 Gris da 22 2,595 
FREIGHT EQUIPMENT: 
ORG ars hig ee EA ea 70, 706 5, 874 901 301 75,378 
Bley lara ee ONE et ae lg ee) teva 5,194 55 87 5,102 
ORIOLE! 0a CO Pil SUITE ane a gD GINO AG UERR 3,007 ol 2,976 
WORIIO ATS Can ns incites 15, 691 500 105 6 16, 080 
RE les ARS enn aia kh aay 140 : 140 
Rlietrigerator Wares ese ee 3,475 232 21 3, 686 
Waboose Cars i wie eae wey 1,614 39 76 1,651 . 
Other Cars in Freight Service. Bote 8 1 4 ; 11 
TOGA SV Louie aaah 99, 835 6, 606 1, 153 80 > 344 105, 024 
PassENGER HiQUIPMENT 
Close Wars: ecw EE ede re 1,085 28 1S ates i - 1,093 
Combination Gars. 20k oo eb eas 274 10 15 1 270 
PINE Clas ee ie ees ea 85 4 3 86 
Colonist: Cars woe eho Me ek Oe, 169 1 168 
Pe NOR Gans ca en gO a an 61 i Pdecig Od 
CAO AGA ES eh ss Sy cca ou te auiny 27 27 
PHOCDINE CATSC. hake Wey cece cena 297 56 3 350 
FEOURISt Coarse ee ea On) Aki Sn 47 47 
Baggage and Express Cars....... 1,036 60 15 1,081 
Postal Garey Me ule ens 49 49 
Wnt rats oy Nine Sh asamancernt er Mgmt Lena 30 3 32 
Other Cars in Passenger Service 53 1 ee 55 
TO RAE ccna ey aban 3,218 154 43 4 14 3,319 
Work EQUIPMENT: 
Cars in Work Service. ........... 7,586 28 307 274 _ 7,581 
FLoatTinGc EQUIPMENT: 
CarsBernies ml sly eee ae 6 8 8 
Bargxes ks se la, SR ky 5 1 6 
PME Bh Ry, ce Cros ual Loe NN as il ai 4, 1 58 
Sia lll clipe OMT ene RS eG Ua a a NTS 3 3 


Mr. Jackman: Do I understand that these diesel engines which had to be 
rejected just could not do a job? 


Mr. VaucHan: They could not do the work for which they were iene 
Mr. JAcKMAN: Were they satisfactory for other types of railway haulage? 


Mr. VaucHan: They were not satisfactory for our type of work. They were 
purchased for the Prince Edward Island line. You will remember a few years 
ago we had a discussion before this committee and stated that we intended to 
dieselize the line entirely and the engines were bought for the purpose. Two 
were bought from the Canadian General Electric “Company and they were 
satisfactory. Eighteen were purchased from the Canadian Locomotive Equip- 
ment Company but were not satisfactory and we were obligated to refuse them. 


We made several tests and gave the company several opportunities to make the 


engine right but the company was unable to do so. 


Mr. Jackman: Have you given similar orders to the Montreal Locomotive 
Works? 


et ee 
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Mr. Vaucuan: No, sir. We have not. The Montreal Locomotive Wiorks do 
not make locomotives of the type in question. The smallest locomotive they 
make is 1,000 horsepower, that is, in a diesel engine type. _ 

Mr. JAckMAN: And how many horsepower are these engines? 

Mr. VaucHAN: They are around 600 horsepower. 

Mr. JAcKMAN: Must we accept a defeatist attitude in Canada because ne 
cannot make that type of engine? 

Mr. VaucHAn: No, I would not say that. These people put in certain engines 
but those engines would not do the work. 

Hon. Mr. Cuevrier: I understand that the Montreal Locomotive Works 
are going to become equipped to build these diesels in Canada. 

Mr. VAuGHAN: They are building diesels now, but they are not building the 
smaller diesels, Mr. Chevrier. 

Mr. Gipson: Was it an American diesel engine which failed? _ 

Mr. VaucHan: No, it was a Sterling engine from the United States which 
was put into this locomotive at the Canadian Locomotive Works. The Canadian 
Locomotive Company has built hundreds of steam locomotives for us and they 
have always done satisfactory work. But in this particular case they arranged 
with another locomotive company for the installation of this engine and it did 
not turn out well. | 

Mr. NicHotson: How many diesels did you move to Prince Edward Island? 

Mr. VaAuGHAN: We had four down there at one time; but we returned them 
all because none of them were satisfactory. They were from the Canadian 
Locomotive Company. 

Mr. Emmerson: According to page 25, I see there were 1,935 passenger and 
freight locomotives as of December 31, 1947; and I see that this year we had less, 
that is as of December 31, 1948. Have you any figures to show how they 
compared, in those two years, in the matter of tractive efforts. 

Mr. Wauton: I do not have that information with me but I will get it. 

Mr. Emmerson: Do you consider that we are better off today? 

Mr. Watton: Yes, slightly. 

Mr. JAcKMAN: Are diesel engines not more economical? 

Mr. VaucHAN: Our experience is that they are more economical than steam 


‘for certain work, where we can get a high utilization of them; and we find them 


satisfactory for switching purposes because they are not burning up coal when 
they are not working. 


Mr. JACKMAN: You are iit of hours of work per day? 
Mr. VAUGHAN: Yes, sir. 


Mr. JACKMAN: Cannot the engines be used a sufficient number of hours per 
day to qualify them for the amount necessary to use diesels? 


Mr. VAUGHAN: Well, in the case of the diesel you do not have to put it 
into the roundhouse nearly as often; or into a coal chute; and they do not have 
to be taking water all the time. But on the other hand, you have to get a high 
utilization out of the diesel engine because it costs a great deal more than the 
steam locomotive. Therefore, so far as we are concerned, we can only use these 
diesel road locomotives where the traffic is heavy. 


Mr. JAckmAan: What about the transcontinental route? 


Mr. VauGHAN: We have not used any on our transcontinental route, but we 
have a number of these engines in service at the present time. We have three 
running on freights between Sarnia. and Montreal. We also have a number in 
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use on our Grand Trunk western lines. We are in the process of purchasing a 
few more for use in our lake St. John territory. We think that, with the use of 
four diesels there, we will be able to release about eleven steam locomotives. 

Mr. Wauton: Yes, ten or eleven steam locomotives. 

Mr. Jackman: Is there any reason why we should not try to dieselize a 
very large portion of the Canadian National System? 

Mr. Watton: The first cost is the objection to doing too much of it at 
one time. 

Mr. JAcKMAN: Is there very much of our System which does not have 
this high utilization factor? 


Mr. Wauron: Out of the 24 hours the diesel engine is available for service | 


a high percentage of the time because, unlike the case of the steam locomotive, 
time is not wasted in taking on coal and water. In addition, the diesel does 
not require attention to flues and fire box, and so on. 

Mr. JackMAN: Why do you not have high utilization in Canada? 

Mr. Watron: The steam locomotive requires so much more attention 
between trips as compared to the diesel. 

Mr. JAcKMAN: Why do you not use diesels, if you can afford to use them? 

Mr. McCutiocH: What about the coal mines? 

Mr. Jackman: I think it would be a fine idea to dieselize the whole 
Canadian National System from a standpoint of utilization. 


Mr. Vaucuan: I do not think so. We have, of course, a number of Nght | 


branch lines where we have, perhaps, a train one day a week. Now, we could 
not possibly utilize a diesel engine in such a service and make any money 
out of it, having regard to its cost. But we are making a study of this whole 
question of dieselization of lines where it would be economical to use diesel 
engines, and we expect to have in our budget, from year to year, before this 
committee, more diesel engines. 

Mr. Jackman: Are not some of the larger railways in the United States 
completely dieselized? 

Mr. Vaueuan: No, I do not think so. It is true that some of the smaller 
railways in the United States are entirely dieselized, and it is true that some 
of the larger railways are rapidly ordering diesel locomotives, so that probably, 
in ten years’ time there will be a large number of the larger railways in the 
United States which will be completely dieselized. ; 

Mr. Jackman: Is the Rock Island Railway completely dieselized now? 

Mr. Vauauan: It may be dieselized in some territories but certainly the 
Rock Island Railway has some steam locomotives in use. 

Mr. JACKMAN: These diesel engines are eompletely oil burning, are they not? 

Mr. VauaHan: They use a special grade of diesel oil, not the ordinary 
bunker fuel oil, but a special grade of diesel oil. 

Mr. JackKMAN: What do you call the eastern division of your railway, is 
it the Atlantic region? 

Mr. Lessarp: Eastern lines. | 

Mr. Jackman: Thank you, Mr. Lessard. I remember some years ago you 
pointed out that you had to import coal from the United States and even 
service some part of your eastern lines, after a certain point because you could 
not get enough coal from the Nova Scotia mines. Does that condition still 
obtain? | 

Mr. Vaucuan: No, sir. We are getting more coal now from the mines 
in Nova Scotia and New Brunswick. 


eee eee at eh 
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Mr. JACKMAN: Is it correct to say that your eastern lines are not yet serviced 
completely with Canadian coal, and on the western end you still use some 


“American coal? 


Mr. Vaucuan: We still use some American coal. 

Mr. Jackman: And I take it that the reason for so doing is the cost as 
between domestic and imported coal? 

Mr. Vaucuan: That is correct. | 

Mr. Jackman: With respect to Alberta coal, how do you figure out your 
cost of hauling coal from the west to the east? According to my understanding 
of rate making, it is very difficult to figure out exactly how much it does cost 
to move a certain article, because a great deal of your investment is made 
up of fixed charges. But have you not got certain direct costs which you can 
attribute to a carload of coal, and you can move it only a certain number 
of miles before you run into competition from American coal? 

Mr. VaucHan: We make use of a more or less arbitrary figure which is 
as near as we can get to what we call our out-of-pocket cost. Of course, in 
the case of commercial coal, we have to get a more than our out-of-pocket 
cost or we would not have any profit at all. We use a figure of from 5 to 7 mills 
per ton mile on our own coal. 

Mr. Jackman: You figure you cannot bring Alberta coal further east than 
Manitoba? 

Mr. VaugHan: We cannot bring Alberta coal further east with economy 
at the present time than Winnipeg. 

Mr. Jackman: That is having regard only to the out-of-pocket expense? 

Mr. VauGHAN: Yes. _ 

Mr. Jackman: Might I ask you then with regard to the oil situation in 
Canada; how many oil burning locomotives have been put into service in the 
west? 

Mr. Vaucran: I cannot give you the exact number. I do not think we | 
have it here. But we are using oil burning locomotives from Jasper as far as 
Prince Rupert, and mostly cil burning locomotives from Jasper into Vancouver. 
Since oil has become plentiful in Alberta we are having a number of coal burning 
Jocomotives converted to oil burners. We have a program at the present time 
under which we are converting 100 coal burners to oil burners which will be 
used in the vicinity of Edmonton; we will extend the use of oil to the extent 
that it is economical for us te do so. 

Mr. Jackman: Is it a very simple operation to change the firebox? 

Mr. VauGuan: Yes, it is not a very expensive operation. 

Mr. Jackman: May I ask the same questions in relation to Alberta oil as 
I asked in regard to coal; how far can you haul it from the oil fields economically? 

Mr. Vaueuan: At the present time we are taking oil at Edmonton and oil 
at Lloydminster and moving it to Jasper where we have oil storage tanks. It is 
there put on tenders at Jasper and used west from there to Prince Rupert and 
to Vancouver. 

| Mr. Jackman: Have your research and development department made any 
study as to how far it is economical to transport oil by tank car at a 


reasonable cost? 


106 SESSIONAL COMMITTEE 


Mr. VAuGHAN: I cannot give you that information. | 
Mr. JACKMAN: How far east would it be economical to bring it? 


Mr. VauGHAN: There are a great many factors included. That problem 
has not arisen yet; that is, the cost of moving oil from Alberta down into 
Ontario. There is just about sufficient oil being produced in Alberta at the 
present time to take care of the requirements of western Canada. It is the 
intention of some of the companies to built their own pipe lines from Edmonton 
to Regina and perhaps even further east. As you know, a pipe line can be 
operated much more cheaply than railways can transport oil in tank cars. 

Mr. JAcKMAN: It would be of some importance to the national economy. 
I suppose pipe lines could be used to points as far east as Winnipeg. I was 


wondering whether or not it would be economical and feasible to transport oil © 


say to western Ontario by tank car. I understand, I hear, that you cannot 
transport oil very far because the cost is high. I was wondering if you had had 
an opportunity of making a study of that? 


Mr. VauGcHAN: I believe our research department and our traffic department 
have gone into that in co-operation with the Canadian Pacific Railway. I 
haven’t got the figures at the present time. But their study is to determine Just 
how far it is economical to move oil in cars by railways as against a pipe line. 
As you know, there is a great deal of oil moved by truck to various parts ofthe 
country. The oil companies are like others, they try to obtain the lowest possible 
rate using every argument they can bring to bear to keep the rate down. 

Mr. JacKMAN: What is the cost relationship between using coal and using 
oil? | 
Mr. Vauguan: You mean for railway use? 

Mr. JACKMAN: Yes. 

Mr. VaucHan: It depends, of course, on the cost of oil and the cost of coal 
ata given time and place. At present, the relative cost of oil is such that we 
fizure it is economical for us to use oil on at least another one hundred steam 
locomotives, and for that reason we are converting these locomotives from coal to 
oil; and if there is a further indication of a substantial reduction in the price 
of oil it will be economical for us to convert more engines to oil burners. 

Mr. JacKMAN: I realize the general economy of that. Can you give me 
the figure as to the cost of producing your power unit with oil as compared to 
coal? 

Mr. VaucHan: We have that figure in the office but I haven’t got it here, 
but we have it. : 

Mr. Jackman: Is it a very substantial reduction or just a moderate one? 

Mr. VAUGHAN: It is a substantial reduction. As I say, it is more economical 
at certain points than coal. 

Mr. Watton: May I interrupt to say that there are, of course, indirect 
advantages in the use of oil fuel. One tank of oil fuel, for instance, will run 
the locomotive over a considerably greater mileage than would one tender full 
of coal. There are other factors also which tend toward less delay in operation. 
As I say, there are various indirect advantages. 


Mr. McLure: There is one item here under railway equipment in which 


I am particularly interested, and that is refrigerator cars. That is an item 
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Fe hich in the nee has always been a worry to me. I see now you have 3,686 


4 Be rreriios ears, and that of these 232 are new. How many refrigerator cars 
_ would your company be renting at the present time from other companies? 


Mr. Vaucuan: I do not know whether we have that figure here or not. 
Mr. Watton: That varies from time to time, of course; but during the 


_ past year the number of rented cars has been comparatively low. We sometimes 


rent cars for specific seasonal movements, such as the Okanagan fruit crop and 
the Niagara fruit crop. 


Mr. McLure: I just wanted to say in regard to these cars that they are a 
constant source of concern to us on the Island. Last year was the best year we 


- have had. I refer to 1948. For once we have had a sufficient service of 


refrigerator cars. 


Mr. VaucHAN: I am glad to hear that. We are constantly building new 
refrigerator cars. We have just finished building 300 new cars in our Winnipeg 


_ shops and they have started work on another 300; so we are improving right — 


along our ownership of refrigerator cars. 
The CHAIRMAN: Have we finished with page 25? 


Mr. Jackman: Might I just ask about these pullman cars; are they air 
conditioned? 


Mr. VaucHan: Most of them are air conditioned. The situation there is, 


- as you may recall, that the pullman corporation were given the option of keeping 


their operating company or their car building company. They elected to keep 


the car building end of it and the result was that they offered to all the railways, 
- including railways in Canada, an opportunity to buy the pullmans operating 
_ on their lines at their depreciated value with the result that we got these cars 
at a low price. While we own these cars at the present time they have been 


turned back to the pullman company to operate on a definite basis. 
The CHarrMan: What about page 27, statistics of rail line operations? 
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STATISTICS OF RAIL-LINE OPERATIONS 
1948 
TRAIN-MILES: ME 
PP VCTSHE BEV VICE igs wise evr sainseroints, o)ade bln tele ac auelahe ecpnelsieiony ercler es 44,982,912 
Assen MET BEL VICE Asis sin ceed Sie eenelinlnte leAetavm wee felis Gein atale We MR aes = 23,901,589 - 
LO) NES SOURIS EDEN Lege Os, GUM eo a SEUNG CAMO ANAS WGA Int cWo, 8 - 68,884,501 
VOT CHSOU VECO i sc suite ots rote wa veny Sate Nea iat la tesaelte, iw caet fe rene even 1,838,816 
PO BAL rear os eth eic Weis laae Sw cepheteha et Dn erade Cnt Nes ia aiare ere CaeCUUN eae 70,723,317 
LOCOMOTIVE-MILES: 
WP CIUD BEL VICE Neots Wiceae ele autos ip tarp elatshiata attasiitea tatattener mite 47,897,549 
ABBOT BET) SEL VECE Gh vai oisme icy ahh oles al oe aylaye) ois fa oiigAorn ela Selle lea ecaeae 23,934,187 
Prat RwaLching-—B weigy tis. oi si. eile Dee nie © winte «e's sil ere sete 4,070,004 
SP a SOME TI. Al Gist te lb tte aiie bathe thie tolls vo Dilneotatan a Rie 145,515: 
Yard: switching—Freight os... oe. Shean ate ai Act ctaeOm 16,727 ,070 
SAP ABSETILED, / file laa eis leis ie iensiniethne whehehe lies sane 1,697 ,406: 
GEO EEUAt ae RNG US Pes See a Aa CI OLS 2 ais CU ESS VES TRY eee Mans 94,471,731 
EPA ROTA ek Rate eee a take ie WS Ce RO Tay ae ule Rec g UE | gl a a 2,448,032 
OT ig ate Ae Vig at ann ead cM VAD e art CORSA MD Miers te tc, Satay eta IRaLie a a 96,919,763) 
Car-MILES—FREIGHT SERVICE: ; 
Bde releNh Garg ciie oC cee Leia oie Wale stale Sis inepiambeeuernans 1,211,547,787 
PUM GY HLPOLS NG CATO Hil. g, ob. are eevee eee Woe Bila id ey dlisted Syermnes areas 496,444,069: 
Passenger.coach and..combinationccars ..)\s 06. sve cbkees 6,080,471 
Sleeping, parlour and observation cars ............. 0.08. 293;,699 
AT AIOY Vea wera Nake LORENA eileen We Sa ae ame Poe 14,499: 
HEMET SCAT. ii ces dun reer en Cote etd hig ers are hati, Wa San Relea ne 6,979,100: 
COE a iye! CP ANS DR ene RRC NU WSN aS eR ARN SWAPS 4 RN 44,471,685: 
RE MDee echt hase Dray irree ale ak Aan ante cra AnNrar Ua aes a OREN Rt 1,765,831,310 
CarR-MILES—PASSENGER SERVICE: 
REG AdeG Tei NL VE ALS a: Willy smite toetre cena a a Uear tere Ye cyihe ae 624,574 
PME eV SEONG CATS a Wa Moved uel OURAN An al MALT A Me er a 40,557 
Passenger coach and combination cars ...........20000+5 63,942,532 
Sleeping, parlour and observation: cars-ic iN cae we eee 52,072,888 
LO SUERTE ORE GE 9 Pam PN Re GUST easly iT i ROM ER PUT Sr gle RR AL 8,443 302: 
PGMA E NGAI Ups Oe ic dye Rca a el kL ae Clee taMtee Neda helene alee Beas 73,544,699 
AVEOEOT RUEELU CARS Sc ge Cre MEAN CDE Wee UINRLIN s LPTR N e 725,399) 
210765) 7 MURS ST A LIMEL RRE ADE Nit ny tay Meron Helen MENDON tea pci a une Sean 694,406 
GN es RG Tere RAR MDH AAT aay Saal hte yh ORE RIB NR Lie nam. Nee ~200,088,357 
CPO HE ELE ee TO Ga bait noe Mette aa ahs ATTA eR ed eee waa e LO etlaieoas 1,965,919,667 
ISO PI BOL VACE ls donee tT UMN eee Mare Bos Peete ote ets nae Poeun 3,880,413. 
REO ee LP icp oUt haha ues Aree aie sul RU CL PSC fenetn ek eo SN, cen Wteae eee 1,969,800,080: 
AVERAGE MILEAGE OF ROAD) OPERATED! 2.01.2. 6 ccd cee ee vee e's 23,400 - 62 
FREIGHT TRAFFIC: 
Pons carried=-Revenue Leg nw ys. 05 yo. / sts eee sei oldie ata jers 85,240,738 
Tons carried one mile—Revenue freight ................ 32,942,999,471 
UCU by DEV ETUC Hho os sib, Nerds ast aiteial aera alate bielelone eiaie tate farars $393,544,359 
* ACTA CAGE DEER O21 SOLA ON GW RUSTOP DN DIRE MPRR ES eh SLU Un ACRUINSINS AIGA PANU ONG Sica RAT ally $4-61686 
FL Gvientio DOL WOM TAT Sey aie Mg ee cats tee eae el aee wot ait mae eee $0-01195 
VETLONY DER TOV EDIE EOI is ae eocien ele eae ee ce Mae ha cota 386 - 4:7) 
Ton-miles—Revenue freight per mile of road ............ 1,407,783) 
Ton-miles—All freight per mile of road .............+.4. 1,532,282 
Gross ton-miles of cars, contents and cabooses .........-. 76,355,177 ,207 
Net ton-miles of freight (revenue and non-revenue) ...... 35,856,347 990 
Urqin-haureyin freight road service . .a's 2h. ote od 2,923,646 
PASSENGER TRAFFIC: 
PE ACBCUCCT AEC ARTICCY ioc cloth reli eee cht eta vole ait ete a die a tellelage we eyes 20,083,064 
IP aesen@eranGAarried: 10M TWNREs yi.7. aio cig sl sete clscs ie ela lever ate pla la '1,754,856,873' 
EP ARRODE SMITE VETENG.)) © sic: io srsicle ene tale ereyiatn adhe = fro im oe cya nt Sie $41,562,141 
PLOVER Mes PO PASSENZET >. /spee Phe hee atu Sve ok Sie wie wie Sede $2-06951 
Miiloes Ver revenue “Passen@ey iF (os cn ia'e e's, 5 o)siv's Rhode Waele jesae le ers 87-38 
REVENUE) Per PASSER TE? INTE SM ey vata iaieye Mis alete ens anon collate $0'- 02368 
Passenger-miles’ per mile \of road %s..-034 w's <0. soiels wae web eee 74,992: 
Net RAILWAY OPERATING INCOME: 
POSR FEV ENUe, Per). Wile iot: POAC. Weis: .serew 4.0 's.8) ysl e si ela esefeiaila $20,993 -89 
Gross railway operating charges per mile of road ........ $20,559 -04 
Net railway operating income per mile of road .......... $434 . 85: 
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44,027,737 
23,346,277 


67,374,014 


1,804,867 


69,178,881 


46,793,909 
23,318,818 
4,092,796 
138,844 
16,662,192 
1,625,954 


92,632,513 


2,458,541 


95,091,054 


1,214,440,166 
510,831,225 
6,097,450 


43,365,340 


1,781,652,548 


326,345 
55,684 
62,266,663 
50,052,285 
8,401,777 
72,011,184 
791,663. 
612,939 


194,518,490 


1,976,171,038 
4,366,715 


1,980,537 ,753 


23,402 - 08 


86,221,279 


32,945,415,090 
- $342.582.003 


$3 97329 
$0 -01040 

382-10 
1,407.799 


1,533,213 — 
76,6017 077.276 
35,880,383,954 


2,918,906 


21,226,889 
1,844,649 ,873 
$43.017.690 
$2 - 02657 
86-90 

$0-- 02332 
78,824 


$18,724-74 
$17,711-56 


$1,013.18 


ee 
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Mr. Shee aoe a minute, Mr. Chairman. I notice here on page 15 of 
the report. that apparently you had more accidents in 1948 than you had in 1947. 
‘I notice on page 15, injuries to persons amounted in 1948 to $818,000 while 
in 1947 it was $625, 000. Were there more accidents last year than the igo 
before, or is it just a larger amount? 


: Mr. Vaucuan: We will get that for you, Mr. Hazen. We haven’t got the 
figure here but we will get it for you. 


Mr. Hazen: As compared with previous years, if you have that. 
Mr. VaucHan: We will get that for you. 


| Hon. Mr. Cuervrier: I would think there would be fewer accidents in 1948 
‘than there were in 1947, would there not? 


Mr, Warton: I would think so. That is my recollection. 

The CHAIRMAN: What about page 27? 

Some Hon. Members: Carried. - 8 
The CHAIRMAN: What about page 28—operated mileage? 


OPERATED MILEAGE, DECEMBER 31, 1948 * 
’ ppt Roap MILEAGE 


3 Territory Owned Leased Trackage Total 
PUGlAMURe MEMOS culm vis Cit a ittes fy ay ole 2,985.78 6+ 41 82-95 3,075. 14 
SPORE AYE TER OMY A so iaisny wel pian ar 7,093 +53 348-09 27-86 7,469-48 
MVCRLET EV ESIOM eh) Ko Ure Pus wil tert lhe 11,339-40 34-84 92-54 11,466-78 
im ‘Grand Trunk Western lines ....... 901-68 9-50 59-75 970-93 
me central Vermont) lines (700 2... as 237 -92 125-18 58-73 421-83 
4 Votalihrst nvain track l e:, 22,558.31 524-02 321-83 23,404-16 
B Lines in Canada ......0.0.0. Peis 21,203-28 216-97 198-96 —-21,619-21 
B Pawess ins United States: cacy cee sh xs 1.355 -03 307 -05 122-87 1,784-95 
OPERATED MILEAGE—ALL TRACKS 
a Binet main track kee oe 22,558.31 524-02 321-83 23,404-16 
Second Wan track oi Mowe le sik 1,221-07 9-34 85.- 42: 1,315-83 
4 RE GHC ET AG Rnd) V Paina atte hk 27-95 ets 3-49) 31-44 
F Fourth and other main tracks ..... 10.78 Bien 5:09 15-87 
i Spurs, sidings and yard tracks .... 5.96257 170-09 1,206-41 7,339 - 07 
Owal Cath Laracwaih a Moen wo cic obs 29,780-68 703-45 1,622 -24 32,106): 37 
Some Hon. Mempers: Carried. 
‘The CuairMAan: Then we come to page 31—I guess that is the next one— 
‘disbursement of total operating revenues and. expenses. 
? 
i DISBURSEMENT OF TOTAL OPERATING REVENUES -AND EXPENSES 
:) Operating revenues were Operating expenses were 
S j disbursed disbursed 
a ; 1948-—% 1947-% 1948-—% 1947-% 
Be UE e le erases a pie cles 57-15 54-55 60-41 60-20 
Bee Padi kt eet. BV ati stan lea 11-65 11-21 12-32 12-36 
OCR Ery WX PENSES® jg eiciee s,s 55s owes 25-80 24-87 QT 27 27-44 
‘ Total Operating Expenses... 94-60 90-63 100-00 100-00 
_ Available for Taxes and Other 
TAPCOUYEB UG sk iere tes Mees 5 40 9-37 
Patiala cth are a heen aeuka rie ove 100 - 00: 100: 00: 100-00 100-00 
Maintenance of Way Accounts... 17-51 17-17 18-51 "18-95 
(tig _ Maintenance of Equipment 
(ACEOUDIGRH sierra uA dist lalmial pee 20-01 18-20 21-16 20-09 
Me Traffic Accounts .............% 1-78 1-76 1-88 1:94 
_ Transportation Accounts: 2.4)... j 49-94 — 48-02 52°79 52:99 
| Miscellaneous Accounts ........ 1-06 -98 1-12 1-07 
Beecticral Accounts (io si40 5 s+ 4-30) 4-50 4-54 4-96 
Total Operating Expenses .. 94-60 90:63 100-00 100-00 
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EMPLOYEES AND THEIR COMPENSATION ; 


*Average Number . % Inc. over Previous Year | 
Year | of Employees’ *Total Payroll Employees Payroll } 
LODO ON Save bake a aie Rake Pe a ieee AL) $122 ,354,101 : 
PPA CAS eee asus doe ution sie coteae tel on S 82,831 132,584,063 6-02 8:36 
UES Gal Rs cai Wes ong SMEAR Wy, MBA Ue O aghtay A Cy 89,536 153,654,368 8-09 15-89 
JE ESN Nh CEOS UNS as Te 8 RNa HIG 94,592 177,042,773 5:65 15-22 
Poe ie clei ete vane Listes ners arate eae 101,126 195,555,045 6-91 10°46 
DOE ere UN aarti ig ero aiid aanheles oie he 102,764 222,649,839 1-62 13-86 © 
ASS IAN ates guy aueeie lung mute tue auelar cc 105,624 220,507,637 2-78 °96 
TOES Gare Ora gun iict aids kara sae 105,353 237,335,781 -26 7°63 
OA ess ee GN ne Ve a ee Nee ... 108,440 2:58 ,337 ,684 2-93 8°85 
AB rg enhys CP oy rN at Te ea 111,072 305,397,747 2°43 18+ 22 


* Includes railway, express and telegraph employees. eR hotel and subsidiary company 
employees. 


Mr. Hazen: In connection with expenses I want to ask this. I have been | 
looking at this report and I would like to know how many copies of this report | 
were printed, who printed it, what it cost, and do you think that you are justi- | 
fied in printing such an elaborate report as this? I have here a copy of the Rock 
Island report, a very modest one. I sometimes get copies of the Canadian’ 
Pacific report and-it seems to me to be a more modest one. 


Mr. VAUGHAN: We Gan cet you the information which you ae I may say 
that we have had thousands of favourable comments on our reports. It is the 
custom now of many large companies to elaborate in their reports and to give 
as much information as Roewiie to their shareholders. However, we will give 
you the information you ask for. These reports are sent to the heads of many 
businesses with which we deal:and we have found it desirable to follow that 
practice. | 


The CuarrMan: Gentlemen, we might just see what is left in the Ny there 
are only a couple of pages. Page 28. 

Hon. Mr. Cuevrier: We have an ODDQH TEs) of discussing this on the 
estimates. | 


Mr. Futron: We have other Canadian National reports to take up In com- 
mittee. : 


The CHARMAN: That is right. 


Mr. Futron: Then it is not a question of Sie these pages and letting 
the officials go. 


The CuarRMAN: Do you wish to sit tonight? We did not sit this morning 
because there were eight members of this committee sitting on the Public 
Accounts Committee and we have tried to co-operate with that committee. Public 
Accounts are again going to sit on Thursday and it is up to you gentlemen to 
decide whether you wish to carry on tonight. 


Mr. Jackman: Tonight seems a better time to meet than in the daytime. 


The CHarrMaNn: Is it agreed that we shall sit tonight from 8 o’clock until 
10 o’clock? 
Agreed. 


The committee adjourned to meet again at 8.00 p.m. 


° 
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HVENING SESSION 


The committee resumed at 8 p.m. 


The CHaiRMAN: Gentlemen we were dealing with page 31. 
! Mr. Hazen: I was going to ask how many meetings of directors were held 
in 1948? 
ia Mr. VauGHAN: As I recall there were eleven regular meetings. 
Mr. Hazen: Where were those meetings held? 
Mr. Vaucuan: Held in the board room of the Canadian National Railways. 
Mr. Hazen: All in Montreal? 
© Mr. VauGcuan: Yes. 
_ Mr. Hazen: What was the averave attendance? 

Mr. VAauGHAN: I would say the attendance was about 99 per cent. 

Mr. McCuttocu: That is a pretty good average. , 
_ Mr. VAucHan: I might say in addition to attending meetings the directors 
‘are available for anything required and they are often called upon between 
“Ineetings. 
C dhe Hazen: What would be the length of those meetings. Would they last 
a day! 
e «UMr. Vauenan: It depends what is before the meeting. The meetings start 
vat 10 o’clock in the morning and sometimes they go on through the afternoon. 
_ The Cuatrman: Are there any other questions on page 31? 


— Mr. Hatrietp: Mr. Chairman, this is the first time I have been here—I have 
been sick with the flu. What is 31? . 
' The CHatrMAN: Page 31, but Mr. Picard wants to ask a question on 
‘employees’ compensation. 

; Mr. Picarp: It may be that I am concerned with more than one question. 
I think the matter has been brought before the committee previously but I do 
‘think it is time that it was brought in a more precise fashion. 

“ Concern has been expressed throughout the country for the last few years 
as to the causes which prevent better unity being achieved, and of course people 
‘will find different answers. It will sometimes be said that in certain parts of 
‘the country there may have been inequality of response to obligations which we 
eel are obligations on the part of the citizens. There is another feeling that 
there is inequality of treatment given to different groups in the country. I am 
ery much concerned with the question of employment of French speaking 
eople in the ranks of the Canadian National Railway—not only employees 
n the higher brackets but in the rank and file. I have figures here which I 
annot use because they are contained in letters written years ago and marked 
ersonal, but I will ask some questions. The answers may indicate a brighter 
icture than the one contained in these letters. 

IT would like to know figures, not only for the province of Quebec but. for 
all of Canada as to the number of employees in the Canadian National Railway 
receiving less than $3,600 per annum who are considered French Canadians or 
French speaking. How many in the same salary group are English speaking but 
ilingual—not just able to sav ves or no, but really bilingual? How many can 
peak only English? 

_ I would like to have the same information for people receiving more than 
3,600 per annum. The answers can be divided into two groups, those in the 
urisdiction confined to Quebee and those outside of the jurisdiction of the 
Quebec area, as I understand the Canadian National Railways treats the two 


different categories separately. 


— 34204—33 


| 
f 


os4 - uP ok 8 hE eee, ACE AP - im ) oo oY" au af 
¢ Ae rth sed Te e DA ah Tece i Ice iy ray Rae AE tN AN tery ae. (AE Mat! Ml A PRE 
7 es & get ie We ee Nir RL tase BRP NAL Te A Q hays. 


f f na Mile The SiR NON } NTE tel 
ea , HAY BETA et tae 


112 ; | SESSIONAL COMMITTEE 


I would also like the same figures throughout the country and as well for | 
the Canadian National Steamships. How many persons have been engaged } 
between the two wars—between 1920 and 1940—and I am speaking of all ranks” 
and of all racial groups? How many of those are veterans? _ a 

Very often the reason is given that the proportion of French speaking | 
employees is lower because not a sufficient number of French speaking Cana- 
dians enlisted in the first war and I would like to ascertain how many of the | 
new employees are veterans. q 

I would also like to know how many employees were not born in Canada | 
but who arrived in Canada just a few years before they began their employment | 
with the C.N.R. I am speaking there of people who may have lived in. England 
anid seen service in the first war, came to Canada in 1920 or thereabouts, and 
since then have been employed by the C.N.R. — I 

My reason for asking these questions is that there is a feeling which may | 
be wrong but which is that the proportion of French Canadians employed by | 
the C.N.R. is not adequate. I want to know if the figures which I have but | 
cannot disclose have not been bettered in recent years. It may ‘be that is] 
not true and there is no ground for complaint. I just want to know. In the 
case of at least two corporations in Montreal from whom I have received figures | 
there is a considerable improvement shown over the past twenty-five years. 
Perhaps the same thing is true of the Canadian National Railway. The figures 
I have for 1937 are not so bright, if I may use the expression. The matter. 
was brought up in the House in 19389 by Mr. LaCroix when he proposed Bill 
No. 3 of 1939. The figures given then can be easily looked up by officers of the | 
CNR. and I would like to know if there is appreciable improvement? Figures | 
were given on the 17th of February, 1939, regarding the details of employment 
at Moncton. I would like to know if that situation has improved in the] 
last ten years. I would like the information also with respect to the Pullman 
car service, the dining car service, and so on, in order that I may discover, 
whether the situation has been bettered since 1986. 


Mr. VaucHan: You realize that you have given a tremendous order. 

Mr. Warren: Before Mr. Vaughan answers may I ask Mr. Picard the 
object of his questions? Are you trying to divide us into a number of nation- 
alities in this Canada of ours? 1M 
Mr. Picarp: Unfortunately a lot of people do that, and discrimination 
exists in many places. | 
Mr. Warren: You are dividing our Canada into a number of nationalities. 
Mr. Prcarp: The ethnical composition of Canada results from historical 
events but of course we cannot solve the question tonight. 

Mr. Warren: What is the object? 


Mr. Vaucuan: You will get your answer in so far as we can give It. 


Mr. Prcarp: I feel that a situation exists which warrants investigation and 
I do not see why I eannot ask my questions. | 

Mr. McLure: There is the question of seniority rights too. 

Mr. Prcarp: That is why I ask how many have been engaged or employed 
in a given number of years. 

Mr. Warren: Do you not think that we are all Canadians? 

Mr. Picarp: I do not wish to touch on the question of seniority rights nor 
on the question of brotherhood. I just want to know how many new men have 
been employed, how many are Canadians, how many are from overseas, how 
many are bilingual, and how many are not? I am awfully sorry if the questions 
hurt some people. | 


i 
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_ Mr. Vaucuan: It must be realized that from 1939 to 1947 we had to take 
anyone whom we could get whether they were French Canadians or English 
Canadians. We had to take anyone in the country of any nationality at all. 
We took every French Canadian we could get during those years. 


Mr. VaucHan: The last survey was made in 1947 and taking the country 
jas a whole there were 24 per cent French Canadians employed. 

» Mr. Picarp: I would like to have the answers to my questions. 
Mr. VauagHan: When we get a copy of the record and see just what you 
want we will know how much of the information we can cbtain and we will 
} obtain it. 

The CHarrmMan: You may proceed, Mr. Picard. 

Mr. Picarp: Mr. Chairman, I have a letter here which is not personal. It 
‘was sent by your former president to a gentleman in Ste. Marie Beauce. It gives 
an account of the fact that on the Intercolonial railway, between Montreal and 
Halifax, very few employees are bilingual. It states that the present manage- 
j ment have very little to do with the policy of engaging the employees in question. 
} 1 agree with you and that is why I have asked you for the figures since that 
} time and since 1927. This letter is dated in 1936. 

_ My second point concerns the statement that it is advisable to employ 
| strictly bilingual people only in Quebec. I submit that equality of treatment 
jis not only a matter of sentiment but that it should derive from the national 
jeconomy as such. You cannot take only into account the fact that the Canadian 
| National Railways obtains its revenue from certain companies or from certain 
} people whether they be English speaking or French speaking. The bulk of the 
| business of the company is based upon the consumption of goods because the 
onsumption of goods makes for higher traffic. The larger the proportion of 
}consumers in the country, the larger the volume of traffic for the railway. 
| Therefore as a matter of business French- Canadians are entitled to a proportion 
fof jobs on the C.N.R. in keeping with their proportion of the population. I am 
sure that the situation has been better since these figures were supplied, at least 
{I hope it is. 

| Mr. Vaucuan: I do not disagree with what you say, so far as general 
}employment is concerned, but what bothers me is the length of time it is going 
{to take to give you the information which you desire. You have asked me 
| for a lot of information and it will take some months in order to get it out. 


Mr. Picarpb: The last information [ got took a month and a half. 
Mr. VaucHAN: On June 30, 1947, we made a survey. 
Mr. Picarp: I would be satisfied to have that survey. 


. Mr. Warren: How could you get around the problem of finding out who 
s a Frenchman, who is an Englishman, or who is an Irishman, let us say, in 
Renfrew county? I say it is a problem but they are all Canadian; they are all 
egarded as Canadians. So how in the world are you going to segregate them 
into different groups? You cannot do it. Perhaps you might be able to do it 
m your riding, Mr. Picard, but certainly not in mine. 


Mr. Picarp: I am asking the chairman of the Canadian National Railways 
jabout it, not you, Mr. Warren. 


b Mr. Vaucuan: I do not believe, Mr. Picard, that the figures would have 
much significance between 1939 and 1947 because, as I have stated before, we 
ad to employ anybody we could get who was available, whether he be a 

ench Canadian or an English Canadian, regardless of his nationality. I would 
\b glad to give you this information as of June 30, 1947. It shows that at that 


ime we had 24-1 per cent of French Canadians employed in the System. 
_ Mr. Picarp: That is surely a better figure than I have here. 
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Mr. Vaucuan: On the Atlantic region we had 32-5. In the Quebec district} 
we had 91-5. In the Montreal district we had 49. And as we go west into} 
Ontario, French Canadians become lower in proportion in the over-all picture] 
so that we had, out of 94,526 employees in the System, 22,832 who were French] 
Canadians or 24-1 per cent. That is pretty well up to, or in line with the 
percentage of French Canadians in Canada. 

Mr. Picarp: I do not think that is exactly so but it is much better than] 
it was. , | 

Mr. VaucuHan: It is not that we want to hold Aine back. We are] 
delighted to give such information to you, if it is available. 

Mr. Picarp: You have the figures before you, it might be easy for you, 
to state the Ege you have for the whole line, and as well for the provinces | 
of Quebec. 

Mr. VaucHan: I have each district right from the Atlantic to the Pacific.) 

Mr. Picarp: Could they be easily given to us. | 

Mr. VaucHan: Oh, yes. I shall have this extracted and put on the record} 
if you wish. | 

Mr. Picarp: Yes, if you please. If you will let me hee the figures it would] 
be to the advantage of everybody because they will show that there has been} 
some improvement. As I have said, it is not only a question of sentiment but} 
it is one of proving to the public that there is equity of treatment; and it would} 
make it easier for me to defend many policies which I have defender! in the 
past and in the last six or seven years. When we are faced with something 
rather unfavourable, it is difficult to explain it and to work for closer unity. | 

Mr. Rem: Could you not give us the proportion for British Columbia, 
because we in British Columbia are also interested in the problem. We would) 
like to know what proportion of French Canadians you have on the railways] 
in our province, because we have 18,000 French Canadians in the whole province. | 
You can understand how we look upon it. | 

Mr. McCunioveH: Do you think this is the right place to talk about this} 
matter? We are here to go over the business of the Canadian National Railways.| 

Mr. Picarp: I do not think ten minutes of time taken up at this meeting! 
will impede the business of the Canadian National Railways and, anyway, this) 
is an important question. | 

Mr. McCuttoucH: You have the figures now. 

Mr. Picarp: I understand that the figures will be produced. 

Mr. McCutiovucH: They will be. 


Mr. VauGHAN: I may say, without reservation, that our headquarters are, 
concerned. We are very particular about giving French Canadians a share of| 
the positions which are available when they are available and have the) 
experience for those positions. | 


Many a time I| have personally said to our people: “Well, now, are you. 
sure you have not got a French Canadian in that French Canadian district who. 
is available for that job?” | 


Mr. Picarp: What you say, Mr. Vaughan, holds true for many of the| 
authorities and for many heads of departments, but it is not always the case | 
when we go down the line. 5 


Mr. VaucHan: In the Quebec district 91. 5 per cent of our employees are 
French Canadians. | 


Mr. Prcarp: I would quote my figure of 1936. The figure I have here says) 
that of the employees whose jurisdiction was confined to the province of Quebeell 
59-1 were French-Canadians and the proportion of French-Canadian employees 


! 
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. age jurisdiction cine Giebes was 21-8. So, by villa you are giving us now— 


and I do not doubt your figures—there 1 18 surely an improvement. So my point 
has not been raised in vain because it will show people who are criticizing us 
that something has been done. And might I say that something has been done 
in the case of many corporations in Montreal who deal with the public at large 
in the province. 


Mr. Vaucuan: I shall have these figures placed on the record. They are 
as of the 30th of June, 1947. 


Mr. Picarp: I hive no personal interest; and I would hke my friends to 


note that I have no personal interest, and I do not wish to cast any aspersions 


on the Canadian National Railways or on the government because I happen to 


be on the government side, that is, the government of the moment. But if we 
ean obtain figures which show a betterment of the position I think it will be a 
help to many people who are here, even though they may come from Renfrew 


or Halifax, and who will have some concern in the next election and may not 
be on the same side of the House if Quebec members are not re-elected because the 
electorate feels they have been discriminated against by government departments. 
or government controlled companies. 

The Cuarrman: Mr. Hatfield has a question or two. He has been ill, I 
believe, and we would like to show him every courtesy. 


Mr. Hatrietp: I would like to ask the Canadian National Railways the 


reason for their taking advantage of the United States rates on the shipment 


of goods from the maritime provinces to points in the United States. Take, for 


example, Detroit, Michigan. You charge $182 more for hauling a car from 


Charlottetown or from Prince Edward Island to Detroit, Michigan, than you 
do to haul that car to Windsor, Ontario, You charge $182 just for taking that 


- ear across the river. I think that is unfair to the people who live in the maritime 


_ provinces and I think it is also unfair to the railway because the railway is 
- going to lose business. The result will be that these goods will be supplied from 


' points nearer to Detroit, and the railway will lose that long haul from the 
- maritimes, from New Brunswick and Prince Edward Island. Take, for example, 


a ear of potatoes. The rate to Windsor, Ontario, is 56 cents on a ‘45, 000-pound 


ear. The rate from New Brunswick to Detroit is 97 cents a hundred. So you 


- have taken full advantage of the 50 or 60 per cent advance in the freight rates 


in the United States, yet that car is hauled over your own Canadian railway 


clear to Windsor, Ontario. 


Mr. Vaucuan: That is correct. 
Mr. Harrietp: I know you have the authority, but why do you do it? I~ 


submit that you are unfair in taking advantage of that authority. 


Mr. Vaucuan: Do you know by what percentage those rates were e advanced? 


a have not got the tariffs here. 


Mr. Harrrerp: Oh, they advance their rates in the United States about 
every week, and the result is that they are losing their business. It is going to 
_ the trucks and the buses. When you ride on a train today in the United States, 
~ you will find that the coach or pullman car has very few occupants. I was m 


_ the United States just before I came up here and I found that on a 20-car train, 


_ two cars would take care of all the passengers on that train. They are losing 
their business. That is what I am getting at. This practice has gone on for 
- years and I submit it is very unfair of you to take advantage of the United 
States rates and to charge $182 just to haul a car from New Brunswick to 
- Windsor, and $252 on a minimum car. You charge $434 on a car from New 
- Brunswick to Detroit, a minimum car; and you charge $182 just for hauling it 


; across the river into Detroit, Michigan. 


Mr. Vaucuan: There is probably some explanation for it. I shall put a 
_ memorandum on the record about it. 
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Mr. Hatrietp: What effect will the St. Lawrence seaway have on your = 
railway? h 
Mr. VaucHan: That question was brought up here the other tag and I- 
answered it. You will find my answer in the record. j 


Mr. Harrietp: What effect has the increase of 21 per cent had on your 
revenue? 

Mr. Coorrer: 18-2 per cent. 

Mr. Hatrietp: 18-2 per cent less? 
Mr. Cooprr: No. An increase of 18-2 per cent on the traffic to which it — 
related. : 
Mr. Harrieup: Oh, I see. 

The CuatrMan: Is there anything else you have to ask, Mr. Hatfield? 
Mr. Harriextp: That is all, I think. | 
Mr. Picarp: Before we ee e the question of employees, would you tell me ~ 


what the proportion is of administrative jobs in the Canadian National Railways ~ 
above $3,600, held by people coming from the ranks, be they either French or — 
English. { 
Mr. Vaucuan: About 100 per cent. 
Mr. Picarp: I was going to ask as well for the proportion of those who were — 
brought into the Canadian National Railways at $3,600 or more. } 
Mr. Vauauan: Nearly everybody in the Canadian National Railways 4 
System starts at the bottom whether he be a professional man or an engineer. — 
For example, he might start out on the road. 
Mr. Picarp: Not when he is an engineer? ‘ 
Mr. Vaueguan: A lawyer might come into our service at a salary of perhaps © 
$3,000 a year. But, generally speaking, every man starts practically at the | 
bottom. : 
Mr. Picarp: Do you mean to say that your engineers and Four administrative 
officers start at the bottom? | 
Mr. Vauguan: Yes. We take on a certain number of graduates every year — 
from the universities and: colleges and they start, on the av erage, at $250 per | 
month. q 
Mr. Picarp: What would you ask in the way of qualifications from a man ~ 
of that age when he enters your company? How do you gauge him? What sort 
of education do you require? i 
Mr. Vaueuan: It all depends on the work he is engaged to do. Of course, © 


a man has to have certain qualifications. 
Mr. Picarp: Do you ask for a college or university degree? 4 
Mr. Vauecuan: Not for every position. For example, if we were to engage a 
a man in the enginecring department, he might be a draftsman. He might be | 
a college man. Nearly all our technical men are college graduates. 4 
Mr. Picarp: Now what about the administrative officers generally, besides — 
oe a 
the technicians? 1 
Mr. VaucHan: Most of our men start at the bottom. As I have said, a are i 


j 

a 

many of our men may start on the road. : 
Mr. Pricarp: What would you say was the average salary and age of the © 
men who enter the company in administrative jobs? % 
Mr. VauaHan: No man enters the railway in an administrative job. He has © 

got to work up to that administrative job after years of service. | 
Mr. Picarp: You mean to say he would start in a clerical job? 
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Mr. VaucHan: Yes, on the road or in the shop, or as a telegraph operator, 


or something of that kind, and then he would work his way up. 


Mr. Prcarp: And if you bring a man in without any special railway qualifi- 
cations, do you not think he would be equally suitable if he were a college 
graduate of French descent as if he were a college graduate of English descent? 

Mr. VauGHaANn: They are given equal opportunity. 

Mr. Picarp: They are? 

Mr. VAuGHAN: Yes. 

Mr. Picarp: And where do they apply? 

Mr. VauGHAN: We have an employment department and if a man is seeking 
a position he will apply to the employment department and give his qualifications 
and when there is a position available for him he will be called. 

Mr. Pricarp: As far as I know there are no schools in Canada giving railroad 
training. I know there are some in the United States but not in Canada. How 
do vou account for the fact that there are not very many French Canadians 
in administrative positions with your System? 

Mr. VaueHan: I do not know that I can account for it. As you know, in 
the past the French Canadians have leaned more towards the arts and the 
sciences and things of that kind rather than towards railway business. 

Mr. Picarp: But if a French Canadian is qualified he would have an 
opportunity in your legal department, let us say? 

Mr. VAuGHAN: Oh yes, we have some good. French Canadian lawyers. 

Mr. Picarp: You say they are employed in your legal department to handle 
the French business? 

Mr. VaucHan: That would be the logical place for them to go. 

Mr. Picarp: Yes, and there are many jobs on the railroad for which many 
French Canadians might be qualified. 

Mr. Warren: Since this question of employment has come up may I ask 
if you have openings for students and young graduates? 

Mr. VaucHan: Yes, we take a number of them on in the summertime. 

Mr. Warren: I suppose you take different groups, according to their 
qualifications. 

Mr. VauGHAN: We are very glad to get college graduates. We take a 
certain number every year. 

Mr. Picarp: What is the setup in ‘your Paris office? Itis a French company 
you have there, is it not? 


Mr. VaucHAn: Yes, it is a pone company, owned by the Canadian 


National Railways. 


= se 


Mr. Picarp: And I understand it is supervised by your man in London. 

Mr. Vaucuan: Yes, our European general manager has jurisdiction of that 
office. | 

Mr. Picarp: And what is his name? 


Mr. VaucHan: Mr. J. B. Thom is our European general manager and his 
office is in London, and we employ only Parisian French in our Paris office. 
We have Mr. Regamey there. 


Mr. Picarp: Mr. Regamy is of Swiss nationality. Now, as far as that is 
concerned, would it be pertinent to say whether or not you are satisfied with 
the setup in Paris at the present moment? 


Mr. VauGcHaNn: We believe that. Mr. Regamey is a very good man. 
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Mr. Picarp: I agree with you, he is a splendid man, and I am interested 


in seeing that you have a young man picked out to take his place, a young man 


of great promise. I know the men about whom you are speaking, and they~ 


are very good men, but they have not the staff nor the facilities to work with. 
The point I have in mind is this, that C.P.R. in Paris seem to have very much 
better facilities for handling passenger traffic and meeting the public and 
giving service than you do. They have a larger and better paid staff and, as 


- J understand it, their policy is to contact a French company they know is doing : 


business with Canada, and to give them service right through to the point of 
destination in Canada. They have a man right there to solicit business, and 
a staff to see it through, while you have only two men in your office there with 
one clerk and a stenographer. I have been over there quite a few times in the 
last few years, and I used to go over there frequently before the war, and I 
think the other company there is spending more money and paying better 
salaries and doing a better job, and that your men cannot give all their 
measure because of lack of help and poor salaries. It shows poor planning 
either in Montreal or London. 


Mr. Vaucuan: I agree that there is something in what you say, Mr. Picard. 


We are talking about re-arranging our office in France. Of course, we have 
no trans-Atlantic ships such as the Canadian Pacific Railway have, and natur- 
ally they have to have more staff than we need in our Paris office. 

Mr. Picarp: But you serve as agents for other companies? 

Mr. VauGHaAN: Yes, we do. ace 


Mr. Picarp: I venture to say that Canadians in Paris have a better service 
from Regamey than from anybody else; his assistant also is a very fine fellow; 
but I do feel that the C.P.R. are making a bigger splash, and they are eetting 
more business for their boats and for their line than your office. As you say, 
you have the same facilities with regard to shipping using such lines as Cunard 
and others, you are concerned in getting traffic for them. 


Mr. VaucHan: Yes, we represent many lines in Paris, and our T.C.A. office 
also is there. 

Mr. Picarp: The T.C.A. is just getting set up. 

Mr. Vaucuan: As I say, we have some reorganization plans there. We 
have in mind strengthening our office because we realize there is some room for 
improvement. 3 

Mr. Harrietp: Further to my question about shipping conditions in New 


Brunswick, there was an agent placed at Cote Siding in the busy part of the 


season, from September until I believe June this last year. I have asked in 
regard. to making his position permanent. This is a very important shipping 
point, one of the most important shipping points on your line in New Brunswick, 
outside of your terminal points. Is there anything in Mole estimates with regard 
to having a station erected at Cote siding? 

Mr. VAUGHAN: Is here any information on that? 

Mr. Warren: While that is being looked up might I ask to whom a college 
man would apply for employment with your company? 

Mr. VaucHan: To Mr. 8. W. Fairweather, our director of research and 
development who looks after these young college men. 

Mr. Warren: What is the address? 

Mr. VaucHAn: 360 McGill Street, Montreal. 


Mr. Cooper: In reply to Mr. Hatfield, there is nothing in our estimates at 
the present time for Cote Siding, for a station there. 
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Mr. Hatrietp: At the present time, the agent is operating in a box car, or a 
converted old passenger coach. That is one of the largest shipping points in the 
province. | | 

Mr. Rerp: I have a question I would like to ask, possibly it has already 
been. asked but I am still curious. I notice that your average number oi 
employees has increased by three.thousand, while your freight tonnage shows a 
very considerable decrease. Does the business carried over your line have any 
direct relationship to the number of employees? You take since 1939 you show 
a progressive increase every year right all the way along, and of course that 
carries with it an increase in your payroll total: Yet when you look over the 
volume of business carried you found there has been a considerable drop in 
1948 as compared to 1947. How do you explain that? 

Mr. VaucHan: Our employees fluctuate with the business we have in the 
ordinary course of events. We were very short of men for some time both on 
track maintenance and for our shops but we are catching up on some of that 
work now, and when we catch up with it the number of employees will be reduced. 
Our employee figure almost automatically goes up and down with business as 
indicated by the train service. We have so many trains to move and if we 
require less trains naturally the engineers, conductors, firemen and brakemen 
have to be laid off. This increase is mostly in the maintenance department. — 

Mr. Jackman: You have a guaranteed weekly minimum of hours? 

Mr. VaucuANn: I think there is for some classes of employees, but we are 
not obligated to hire anybody if we haven’t work for them. 

Mr. JackMAN: Do you not have to provide a certain number of hours of 
work for them? 

Mr. VAuGHAN: No. 

‘Mr. Jackman: A short time ago reference was made to the employment of 
college graduates. Dio you know how many university men you have employed, 
let us say in 1948; how many of these particularly technical men, science or 
engineering graduates? , 

Mr. VaucHAN: I cannot tell you off hand but I will be glad to get you that 
information. . 

Mr. Jackman: What is your general policy in that regard? Do you send 
men around to graduating classes? 

Mr. VaucHAN: Our research and development department have an arrange- 
ment with the deans of the various faculties at the universities and an under- 
standing that they will recommend a number of young graduates each year 
whom they consider would make good railroad men and who want to go into 
the railroad business. These are the men who are employed by our railway. 
After looking them over we try them out for two or three years in the various 
departments and we feel that after a time we can tell whether they are going 
to be railroad men or not. Some drop by the wayside, some leave for employment 
elsewhere, which they consider more to their advantage; but we are trying. 
to get into our organization a certain number of college graduates each year. 

Mr. JAcKMAN: How many would you take on, would you take as many 
as fifty a year? 

Mr. VaucHaNn: No, I do not see how we could use as many as fifty each 
year. We probably get at. the present time a dozen a year. 


Mr. JackMaNn: That includes science graduates? 
Mr. VAUGHAN: Yes. 


Mr. McLure: Does that take in your shop men, I think you call them 
apprentices? Do these figures show all the people employed on your system? 
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Mr. VaucHan: No, it takes in everything, It takes in all our nitoniees 
of every kind, including hotels. 

Mr. McLvure: There is another question in which I am interested, that of 
taking on apprentices.in our province. I am informed that apprentices from our 
province are under the office at Moncton. I think we should be entitled to have 
a certain number of apprentices taken on each year. You stated last year that 
there would be a quota given to each of the provinces relating to its mileage. 

Mr. Vaucuan: I think at that time our Moncton vice-president was 
instructed to see that each locality got its quota of apprentices. 

Mr. McLure: We got two, I think. 

Mr. Watton: We only took on twenty-two at all points in the maritimes 
last year. This year our program calls for fifty, and we have made provision 
for Prince Edward Island in that. 

The Cuatrman: Are there any questions on employees, gentiemen? 

Mr. JackMAN: Mr. Vaughan, have you figures showing the hours worked per 
week over forty-eight? I have worked out some arithmetic here myself but I 
haven’t checked it. It seems to me that in 1948 the average work week was 
49-43 hours as against 45 hours in 1946. Does that seem reasonable to you? 

Mr. VaucHan: What page are you looking at? 

Mr. JACKMAN: Page 7. 

Mr. VaucHAN: I thought we had adopted that. 

Mr. JAcCKMAN: We are on page 31 but this is what is called a back referencé 
in order to explain an item here. 

Mr. VaucHaNn: Off hand I do not know the reason for that. 

Mr. JAcKMAN: Did you work 49-3 hours a week in 1948? : 

Mr. Wauron: As you know, the flood situation in British Columbia made it 
a heavy year for overtime in the west. 

Mr. VaucHan: Mr. Cooper says he has the answer. 

Mr. Cooper: We show on page 7, that the average compensation per em- 
ployee in 1948 was $2,750 and in 1989 it was $1,566, an increase of 76 per cent 
whereas according to the average rate per hour the increase was 62\-28 per cent. 
I think you have in mind the disparity between 62 per cent and 76 per cent; is 
that right, Mr. Jackman? 

Mr. Jackman: Not only did the men earn more because of the dollar rate 
but I think they earned more for the number of hours put in. _ 

Mr. Cooper: In 1939 the average hours worked were 2,369; in 1948 the 
average number of hours worked were 2,567. That is an increase of 198 hours. 


Mr. JAckMAN: That is right. 


Mr. Cooper: And 198 hours represent $212 per employee, and if you deduct 
$212 from the $2,750 you will find that the increase in annual total compensation 
equals the increase in the rate per hour. 


Mr. VaucHan: I think Mr. Jackman’s question is why did our men fees 
longer in 1948 than in 1947. 


Mr. Jackman: I am not saying that it is Sn bad—43 hours against 
45; it is a longer working day. 


Mr. VAuGHAN: I cannot tell you the reason offhand. It may be as Mr. Wal- 
ton said, that during the flood season men worked morning, afternoon and night. 
Some of them worked as long as they could stand on their feet. 


Mr. JACKMAN: Under most of your union rules when does overtime start? 
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_ Mr. Watton: For the majority of them it is time and a half after eight 
hours. In some eases it is a 44-hour week and in some cases it is a 48-hour week, 
and in any case the majority of them are on a basis of time and one-half after 
eight hours per day. 

Mr. Jackman: May I ask what is happening to the white-collared class in 
the railway—the class who are not unionized? How far do your unions go in 
your non-running trades—those having to do with offices? 

Mr. Vaucuan: I do not think I can give you the information as to the 
percentage of our employees who belong to the unions. A very large percentage 
do. Do you recall, Mr. Walton, how many organizations we have on the line? 

_ Mr. Warton: Around 110 altogether; some are small—110 organizations 
in Canada and the United States. 

Mr. JAckMAN: What percentage of your payroll receive under $2,750 as the 
average? What percentage of your payroll receive under $3,000 which would be 
non-unionized, approximately? 

Mr. rote! It is rather hard to give a guess. I say maybe 4 or 5 per cent. 

Mr. JAckMAN: A small percentage? 

Mr. Watton: Yes. 

Mr. JACKMAN: May I ask if you can tell me approximately how much the 
increase in compensation has been to the white-collared class since 1939, having 
in view that the average Pompe aaHOn for employees has increased 76 per cent 
since that time? 

Mr. Cooprr: The average employee received an increase of $88.57 per month, 
That is equal to $1,062 per annum. 

Mr. JackMAN: That is for the average ponibees throughout the whole 
system? 

Mr. Cooper: It is for every employee. Every employee working on regular 
time received first of all the cost-of-living bonus, which was $19.93; in 1943 they 
received an increase of 6 cents an hour; in 1946 they received an increase of 10 
cents an hour; in 1948 they received an increase of 17 cents an hour. 

Mr. JAcKMAN: Perhaps I can put the question this way, because those figures 
do not mean very much to a layman. The average increase since 1939 has been 
76 per cent. Could you tell me what class of people and how many had been 


receiving an increase of at least 60 per cent since 1939? 


Mr. Cooper: When you put it on a percentage basis it is rather difficult. Last 
year they all received an increase of $35.36 a month or $425 a year. If a man 
were receiving $1,000 a year he received an increase of 42 per cent; if he were 
receiving $2,000 a year he received an increase of 21 per cent; if he were 
receiving $3,000 he would only receive an increase of 14 per cent, although they 
all received the same absolute amount of increase. 

Mr. JACKMAN: The absolute amount? 

Mr. Cooper: Yes. 

Mr. JACKMAN: They received the same absolute amount? 

Mr. Cooper: Yes. A labourer may have received an increase of 40 per cent 


_ and an engineer might have received an increase of 10 per cent or 12 per cent. 


Mr. JAcKMAN: You do not think we do enough socialization down here and 
you would like to help us? 


- Hon. Mr. Cuevrier: That is an embarrassing PaBeNon: 
_ Mr. Cooper: The wage award was 17 cents an hour across the board, 


Mr. Jackman: That would apply to everybody except that 4 to 5 per cent 
who are not unionized? 
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Mr. Coorer: Although it did not apply to non-union members it was given 
by the railway to non-union members; everybody in the railway received it, 
except the president. ‘ | 

Mr. JAcKMAN: There are some brackets in the railway employ who have not 
received 60 per cent increase, then, since 1939? 


Mr. Coorrr: Not as a percentage, no. They all received at least $1,062, but 
percentage-wise it would vary according to the wage bracket. 

Mr. JACKMAN: Is everybody happy under that scale? 

Mr. Cooprer: They should be. 

Mr. Picarp: Who is happy in this world? 

Mr. McLure: Can anything be done for the retired pensioner? Today some 
of these men receive $30 a month and up to $125 a month, and find it almost 
impossible to live. I understand that some petitions have come in from certain 
provinces with respect to this matter and I think they are taking the matter to 
the railways. 

Mr. Vaucuan: We have had representations from the various organizations 
of employees to increase our pension, but we have not done so because we felt we 
could not afford to do so. Many of our employees have not been contributors to 
our pension fund as they had an opportunity to be. Had they done so most. of 
them would have had a reasonable pension. Most of the complaints are from 
those who did not contribute to the pension fund. 

The CuHarrmMan: Gentlemen, page 34,—Revenue tonnage by commodities. 
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REVENUE TONNAGE BY COMMODITIES 


Year Year Increase or 
1948 1947 Decrease 
Tons Tons Tons Percent 
AGRICULTURAL Propwcts: 

ARN Rte NIALL ae Ret valli cna eh AA week tal eC COR bs 4,900,373 5,682,704 POLLO te MOOT: 
POMC me Dees: Rah Mae aA va oa lem, | ARR BE amt) 398, 784 571, 085 172,801 30-17 
EEG MAR GUM gre Ret BE a Oy Gaede uD a CUNEATE HN Vat Gans Ne La lit 1,197,443 1,472,167 274,724 18°66 
EP ONAL BIE AR a Wa AR BEB tS Sn RTI WR US DUMB ih 1, 245,513 + 1,185, 407 60, 106 5-07 
a bree ak Gea aOR EEE, Seiler NRE Gee Oe CURL Et aR eT 152,952 220, 853 67,901 30-74 
BERET Bee gig oe AG Me: Dias aae tn Sek RT MMi NB as oe ota 218,916 122,072 96,844 79-33 
Other Grain (including dried peas, beans, soya beans). ... 146, 217 159, 306 13,089 8-22 
PORONIT a AGA eY ol vie et A URUNE Ue tot) ARN AY Uae Bracing is had Mts pa ua E I ob 1,005,790 1,222,383 216,593 17-72 
Cer MALS Products ayer. oo) Seay Es a ae ern aa. ae ee 1,977,329: 2,362,341 385,012 16-30 
Hay and Straw...... AUP eR a ee NPL ORCA OM A cae et Se 201, 218 208, 363 7,145 8-43 
ODEO Murs CRA eR CRS OC iol Tae RRs OF ow ANON s lear ory 4 Ae 68, 590 75,396 6, 806 9-03 
LUO BE SCS 50) WotR Sn om OU RCTORUT NL HEA se Ne RMU a Oni a Lcd 97,315 109, 979 12,664 11-51 
UR Ce HEIN COSI) Yo). due sue comarca ak eel a age 331, 239 432,027 100,788 23-33 
ORAL OOK ei ul Bo os in aire 2 tuna take SSG GLE: tape eee 405, 147 472,754 67,607 14-30 
Orherhresh Veretablesy.s...455) 2. ake, oa tem wae liek 205, 616 269, 586 63,970 23-73 
Other Agricultural Products.) ie ses es ee 704, 736 678, 649 26, 087 3-84 
Motel ese wae tes SALAS coes ie pe EERE YD lh Sannin a dim i NL 13,257,178 15,245,072 1,987,894. 138-04 

ANIMAL Propucts: 
1a PON ied Ne OL aan anc Ro cae a RoE CE Se RRR OPK OR es NCR go 37,952 55, 859 17,907 82-06 
Reta GMA NOssIW Og toni a: ache NY Cal ga henna Nora he Clty ee 365, 874 318, 005 47,869 15-05 
PERO Pe Oi a aains Tue ara ts SIN TL ypeey | Mec MER Poa rE 13, 286 19,060 — 6,774 80-29 
CHES UPA wleriitery OA. hun 1 Chat Yack coeee, eboney oe a 144, 285 159, 402 15,117 ~9-48 
ET Y LEVIC) oe be Ss tea cies) adits es lit gop wee Onc ah Beart a | 247 227 20 8-81 
Dressed Meats or Dressed Poultry (fresh or frozen)....... 245, 497 226, 116 19,381 = 8-57 
Dressed Meats (cured or salted).........0..00.0 ccc cere les 88,015 122,777 84,762 28-31 
Other Packing House Products (edible)...............:.. 42,908 56,621 18,718 - 84-92 
erasers ie thas arse Mit Bd ha Caan) SEN eee Let | be lee 80,326 23,198 28-87 
BSrabweemine cee eon, Sey NOE atl EN ANGE Sr sal a roa Ens 42,416 52,379 9,963 19-02 
DURES FE EG Ge gO ig ta a a a VEEL dy Ro me Dm 37, 880 52,320 14,440 27-60 
RRiGirNACeP OTE AN wi Sa SRA MSc eh ote. Dene Ae 40,977 47,402 6,425 18-55 
TPAC INT VIO BENET: 00. oo ts dS eee Sheets Pelee eee See 83, 963 90, 654 6,691 7-38 
Other Animal Products (non-edible)..................... 106, 073 96, 528 9,545 9-89 
BLUE Na dt ark tat Fok OO mete carter wine SR ene AN 1,306,506 1,377,676 71,170 5°97 
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REVENUE TONNAGE BY COMMODITIES (Continued) 


Year Year Increase or © 
1948 1947 Decrease 
Tons Tons Tons Percent 
MINE PrRopvucts: 
PTA TAE AC TCO COO alee oah ee te hase pial abe Au Nie la wi atenaig 3,218,395 2,884,036 334,359 11-59 
Pe AGHA AOU COE Soir te cite Pe ret at re a Men a an mH a 11,656,145 11,108,778 547, 367 4-93 
Sn b= Ritu eAInOUus COA Lh yer yee CN ois, oo Nos a ee 1,293,059: 1, 282, 751 10,308 -80 
TSISIE ONG OAL e cae ter amr eR antes Ue te Slat agua MN feriee 518, 153 440, 564 77,589 17-61 
CO ee EY hee RN ee ETM ORS e late cid alte! obey ayy sha si 976, 450 942, 499 33,951 3°60 
Tron Ores‘and Concentrates 2.5. iin anne weer eke 785,034 1,353,480 568,447 42-00 
Copper Ore.and Concentrates 0. 1h a ee na oa ay ae 188, 813 180, 520 8, 293 4-59 
Othen Ores-ands Concentrates. iis ee a ee Hs Se 2,248,705 2,110,800 137,905 6-58 
Base Bullion, Matte, Pig and Ingot (non-ferrous metals)... 684, 538 584, 576 99,962 17-10 
ari ANC APA lee ee Mie eens GR eae ots a ath « is ata wr 2,151,189 2,032,852 118,337 5-82 
Stone(crushed, ground;:broken) . 4... 69. cule Pye es 2,638,687 2,802,921 164,234 5:86 
Wetate. “Dimension ior block Stones i 2 are te aid aie ale are 146,925 101, 407 45,518 44-89 
UGE? CTTOLERAY See SOR oe eG Se ee Nn OM tae teans 429,179 571, 879 142,700 24-95 
Asphalt (natural, by-product petroleum),..............-.. 353, 448 335, 703 17,745 5-29 
RSH ipo el cli geet lee Ant 2 a Hel ea TAR ie Coir seal eater Ser ar 489, 000 527,107 388, 107 7-28 
Other Mine Products (not fully processed)................ 2,203,341 1,911,149 292,192 15-29 
Al Rs ore I Sa ir och ada a es oe aad Meme, MA aC ee 29,981,061 29,171,022 810, 039 2-78 
Forest PRopvucts: 
EGesy Posts, Poles Paine ay aie ae Rae ate a bee 875, 559 972,063 96,504 9-93 
GCordwood:ang Other Pirewood 4. sae ew a a he a 359, 223 424, 265 65,042 15-33 
AB CASISCEN ecatr ff sD RY AIH ay aa SE a AEA Cur to Ble TRU RAN 8 CR 52, 209 53, 680 Lene 2-74 
SNES Wy OH SOE LEAT RTS LR oe RC be Nena ea AED CY ae 6,667,578 5,719,321 948,257 16-58 
Lumber, Timber, Box, Crate and Cooperage Material.... 4,770,041 5, 102, 127 332,086 6-51 
Geer OrGsh PLOUUCES 7th de he at sieeteny eb Ee ia es wea ele aher 319, 769 343,578 23,809 6:93 
CSU A EEE SRNR Ne ra Hines DRIER ORS CHL RAVER RRA oS ER, 13,044,379 12,615,034 429, 354 3-40 
MANUFACTURES AND MISCELLANEOUS: 
Gasolene..... ENT Gia eel ate Re ties Comes Tay Uae ala to 1,906,372 1,771,692 134, 680 7-60 
Petroleum Oils and Petroleum Products (except asphalt 
BUIIC) PASS PE TIE File me ceo nu ee ere ra aa SNe Vas cada enc Baa 1,767,020 1,921,540 154,520 8-04 
Sy Lag gas tir) Nery SSC der Na La rd ce Ce uae ge 368.478 281, 504 86,974 30-90 
RO ee and PMOOMR es ee Nn eee i ana Wiatee pad eo: Bag 416,421 430,574 14,153 3-29 
WLALS ADCHCASTEDINOS wR er ott Peres am ape aliie Wa leds ataayre «ete 55, 063 42,105 12,958 30:78 
Iron and Steel (bar, sheet, structural, pipe)............... 2,061,373 2,093,002 31,629 1-51 
Castings, Machinery and Boilers..................0---55: 358, 766 377, 146 18,380 4-87 
CASE Teg ieee a OE sy UE ea IE AAR OY OO ARR 882, 285 740.366 141,919 19-17 
Brick and, Attincial Stones. (00 Aa ye es Be ei 381, 683 366,417 15, 266 4-17 
PUOVATICR PISCE Ey. Gee WM Hats 2. Heo Rls ole Mignone oo Wa Tout 514, 624 434.930 79,694 18-32 
Bower Pipe snd ral Elle to Sees et tetend bain a Vanni speed tg 63 , 823 48,395 15,428 31-88 
Agricultural Implements and Vehicles other than Autos... 390, 382 319,432 70,950 22-21 
Automobiles, Auto Trucks and Auto Parts............... 1,830,767 1,725,981 104, 786 6-07 
Household Goods and Settlers Effects...............-..- 22,160 24,021 1,861 7°75 
POI eer ee Wt hc 2 Oe yaciee wht aed a aitgr and Suede le 56, 693 63,798 7,108 TT 14 
OSS, Tet oa DE ag LEMONT LO RELL AyE et RRS! or ay aE ee gt 444,703 506, 870 62,167 12:26 
BOceizere AM KINGS 2 Wo hes ole cae daeewaathesle leew as Ye ci tn 1,161,272 1,189,576 28, 304 2-38 
INGWSDYENE ADEE. Luin lal Giese «oo hein eed males gaa scant 1,959,861 1,966,108 6,247 -32 
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Canned Goods (all canned food products)...............-. 677,318 762,948 85,6380 11-22 
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Merchandise (all L.G.E. Freight) 00. (eit. ae es 2,351,867 2,514,559 162,692 6-47 
SEE ee Te AAU EN eb See ha Ga sire ct Ne toed 27,651,614 27,812,475 160, 861 -58 
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Mr. Rew: On page 34, revenue tonnage by commodities is given under 


certain headings, like agricultural products, animal products, mine products, 
forest products and manufactures and miscellaneous. The question is if you 
take the agricultural products there are sixteen enumerated and you hauled 
13,257,178 tons. If you go down below you will find in the mine products that 
there were over 16,000,000 tons hauled in four products. I am just wondering 
if you have a breakdown as to what the revenue would be on those four products 
as compared with the sixteen products? What I have in mind is this, that in 
the hauling of those products it is just as costly for you to haul coal as. wheat. 
You are using an engine, cars, track, and maintenance men. We have these 
four articles—coal products—giving a total of 16,785,752 tons and above that 
you have thirteen articles of the whole agricultural industry which give a total 


S 


of only 13,000,000 tons. I am wondering just how those sixteen articles under 


agricultural products compare with the four products of coal. You have them — 


segregated here and I wonder if you have any figures which would show the 
ratio. It would be an interesting picture to see perhaps where losses are and 
whether you are charging too much here and too little there? 

Mr. VaugHan: We know that we are not charging too much anywhere on 
anything. — 

Mr. Rep: I look at four articles which represent 16,000,000 tons and 
look at all the agricultural products and they reflect only 13,000,000 tons. Are 
those sixteen articles carrying a greater load than the four articles carry? I 
presume they are. It would be interesting to know what revenue you received 
from each of those categories—I do not mean individually but lumped together. 

Mr. VauaHan: I do not know whether the audit department could get 
information of that kind. It would mean a tremendous amount of work and it 
would take us some time to analyze and segregate the charges. It would mean 
examining a good many waybills. 

Mr. Retp: I will let it go but it is a thought worth pursuing. 

The CHAIRMAN: Can we go on to page 35? 

The CHAIRMAN: If there are no questions on Page 35 would someone move 
the adoption of the report? 

Mr. McCuutocH: I would so move. 

Mr. Picarp: I second. 

The CHAIRMAN: Before we go on with the Canadian National Steamships 
Limited it has been suggested at various times that some of us might go to 
Montreal to see some of these items which we must discuss, for instance the 
Aviation Building. We are asked to supply funds for certain things on the 
system and a number of members have thought it might be wise for the ecom- 
mittee to inspect some of these buildings. It would be worth while taking a day 
perhaps to look them over. If the members feel that is good’ business we could 


arrange to go down next Monday. I wonder if I might name one member from | 


each group who would tell me tomorrow morning how many members of the com- 
mittee would go next Monday and I could then make the arrangement? Perhaps 
Mr. Jackman, you would look after your group? 

Mr. JAcCKMAN: I think perhaps Colonel McLure should do that. 

Hon. Mr. Cuevrter: You should not let Mr. Jackman get out of it so easily. 

The CuatrMAN: Mr. Nicholson, would you report for your group? 

Mr. NicHotson: Very well. 

The CHarrMAN: Mr. Hlynka, vou are the only one present from your 
group? Would you go next Monday? © 

Mr. Hiynxa: I do not know. When is the recess coming? 


TT? 


Ol lr 


RAILWAYS AND SHIPPING 125 


ae 


The CHamrMAN: Perhaps Friday. 

Mr. Htynxa: I will have to go out campaigning. 

Hon. Mr. Cueverer: I would not start too early if I were you. 

The CuarrmMan: Unless a reasonable number will go there is not much 
use in arranging the trip. 

Mr. Harrietp: What are you going to Montreal for? 

The Cuaraman: A number of members have said they would hke to look 
at the new Aviation Building and it has been under discussion at various times- 

Mr. Hartrrevp: Is it complete? 

The Cuamman: I do not think it is complete. 3 

Mr. VaucHan: We have quite a few things in Montreal that. might be of 
interest. We have the shops in Montreal, we have the terminal there, we have 
the Aviation Building, we have our laboratory and other things. If a sufficient 
number of you gentlemen would like to go Mr. McGregor has kindly offered 
the services of an aeroplane to take you down and back and. the railway will 
look after you in Montreal. 

Mr. Harrrecp: I would be more interested in having this committee go 
down to Portland, Maine, to see those old ships. 

Mr. VaucgHan: We would take you there. 

Mr. HArtrie.p: I would like to see the committee go. 

Mr. VaucuHan: They are not much to be proud of. 

Mr. Harrtetp: I think I would give them to the city of Portland. 

The Cyarrman: Then I will ask Mr- Nicholson, Mr. McLure, and Mr. 
Hlynka to report for their groups and I will try to look after the Liberal group. 
I would like to know your views tomorrow morning so that the necessary arrange- 
ments can be made. 

Now, gentlemen, we will go on with the Canadian National (West Indies) 
es Limited. I suppose Mr. Vaughan should read the report, he generally 
does. ; 


Monrtreau, March 10, 1949. 


Tue HonovuraBte Lione, Cuevrtier, K.C., M.P., 
Minister of Transport, 
Ottawa. | 
Sir:—The following report is submitted of the operations of the 
Canadian National (West Indies) Steamships, Limited, for the calendar 
year 1948. ) 
The operating results for the year compare with the previous year 


as follows: 
Increase or 


. 1948 1947 Decrease 
Operating Revenues ... .$7,964,719.82 $7,857,470. 82 $ 107,249.00 1.36%. 
Operating Expenses ..... 7,320,614 .29 7,028,193 .20 292,421.09 4.16% 
Operating: Profit........ $ 644,105.53 $ 829,277.62 $ 185,172.09 


The volume of freight carried during the year, 407,979 tons, compared 
favourably with the pre-war tonnage, being exceeded only in 1947, in 
which year 6 per cent more tonnage was carried. Export tonnage decreased 
52,533 tons or 26 per cent, reflecting the. import restrictions imposed by 
the Islands consequent upon the dollar shortage; cargo movements being 
restricted to essential commodities. Import tonnage increased 26,726 or 
34204—4 
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11-5 per cent, principally due to increased sugar tonnage. The number 
of completed voyages was sixty-five, an increase of one over the previous 

ear, 
Freight revenue amounted to $6,546,770, a decrease of $818,361 or 
11-1 per cent from the previous year. sides 

Passenger revenue amounted to $962,887, an increase of $523,088 over 
the previous year, mainly due to the operation of the Lady Nelson and 
Lady Rodney for the full year 1948; these vessels having resumed service 
in July and August 1947. 

Operating expenses: were again much higher. The 1947 expenses 
included $700,000 representing the balance of the reconversion and over- 
haul costs of the two “Lady” vessels on their return from war service. 
Omitting this special item the increase in expenses amounted to $992,421. 
or 15-7 per cent. ‘This increase is due to higher costs for labour, materials, 
stevedoring and other port services, and to the full year’s operation of 
the Lady Nelson and Lady Rodney. 

The following table indicates the extent to which operating expenses 
have increased: 


Percentage Increase 
1948 over 1948 over 


1947 1939 
Labour 

Ship. Cre wsica Usp eee ace ne TN aS ne ie 12.4 212'.6 
Shore! SCathe ib sti ace a Yee aie ica glen ai Raia 16.9 83.0 
Hreight. Handling). sania ows we a eel ces Leah OS ait 13.7 58.9 
Material and Supplies ; i 
h CT TS: IB 9 A re te OO ola A GMB Ne IMIS BARNES 50.9 229.5 
Diesel: Weel Ow is ree Me RN NR 37.8 91.6 
WAPPO VAS TOTS Li i eee ober ho ae tiaal ites Mpa RRA ga 14.1 131.0 
Other Supplies jovi. a: ADE ates Peeking Bu fl alice pe Ro 18.5 88.0 


Operating profit for the year was $644,105, a decr ease of $185,172 | 
from the previous year. After payment of interest on bonds and govern-| 
ment advances there was a surplus of $166,044. The full income state-| 
ment is shown on Page 8. ) 

There was no change in the fleet during the year, which at present | 
comprises the following vessels: 


Lady Nelson ........0006 Freight and Passenger:......... 7,970 6,370: 
Lady Rodney ..... eseese Freight and Passenger.......... 8,194 4,665 
Canadian Challenger ....Diesel powered and refrigerated. 6,745 7,460 
Canadian Constructor ...Diesel powered and refrigerated. 6,745 7,460 
Canadian Cruiser ....... Diesel powered and refrigerated. 6,745 7,460 
Canadian Conqueror ....Non-refrigerated ............... 2,930 4,532 
Canadian Highlander ....Non-refrigerated ............... 2,966 4,532 
Canadian Leader ....... Non-retrigerated > oe ey eoy oe 2,930 4,532 
Canadian Observer ...... Non-refrigéerated- 0.5) 3020008. 2,967 4,532 
Canadian Victor ........ Non-refrigeratedt quis gue wi 2,963 4,532 


51,155 56,075 


The balance in the Vessel Replacement Fund at the end of the year | 
was $3,449,717, and the Self Insurance Fund totalled $1,764,720. 

It will be remembered that the Company was incorporated in 1927 to | 
implement the trade agreement of July 6, 1925. In the first five years | 
of operation, while the trade was being built up, operating deficits were | 
incurred, but since 1934 the Company has consistently shown operating | 
profits and a surplus after the payment of fixed charges. Out of such 
operating profit there has been paid $6,992,237 for interest on bonds held | 
by the public and $7,689,604 to the Government for principal and interest. 
The amounts paid to the Government for interest include $3,456,413 for 
interest on advances for the deficits in the development period 1929-1934. 
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The advances in question did not represent additional capital invest- 
ment in the enterprise nor did they provide assets capable of earning an 
interest return. | 

The accounts of the Company do not, however, reflect the full financial 
advantages to Canada of the Company’s operations. Prior to the 
inauguration of its services an annual subsidy of $340,666 had been paid 
‘to private operators for service to the eastern group of islands only. 
Under the 1925 trade agreement Canada undertook to provide certain 
ship tonnages and services for which tenders were invited from steamship 
interests. Private interests asked for an annual subsidy of $582,783 for 
operation of the eastern service only. No offers were made for the western 
service. The Company was therefore incorporated for the purpose of 
‘carrying on both of the services called for in the trade agreement; and 
on the basis of the above-mentioned tender for part of the service only 
it is reasonable to assume that Canada has thereby saved a very large 
sum in subsidy payments. | | 

During the period of operations, 1929-1948, export cargoes from 
Canada to the Islands totalled 2,960,834 tons with a trade value in excess 
of $250 millions. Import tonnage was 4,053,852, with an estimated trade 
value of over $152 millions. The extensive endeavour put forth by the 
Company to further and develop trade between Canada and the West 
Indies has been of inestimable value to Canada and the Islands. It is 
hoped that in any new agreement which may be negotiated cognizance 
will be taken of the greatly increased cost of operation by the inclusion 
of enhanced subsidy provisions, and that it will contain some measure of 
assurance that the company will continue to obtain a fair share of the 
available tonnage movement commensurate with the services operated. 

The Directors record their appreciation of the services rendered by 
the officers and employees during 1948. 


Tur CHAIRMAN: Are there any questions? 

Mr. Hatrietp: What effect is the sterling restriction going to have on your 
lines? 

Mr. Vaucuan: It has already had a substantial effect. The West Indian 


Islands are not buying from Canada the goods they bought before the sterling 


restriction went into effect. They now buy more from the sterling countries 


and less from Canada. 


Mr. Harrietp: What are the prospects for the future? We cannot get | 


‘orders, we come under quotas and the quotas are very small. Permits must be 
issued to buy from dollar countries and I wonder what effect that is going to 
have on your steamship trade? 


Mr. VaucHAN: We believe that so long as the restrictions are in effect they 


are going to have a substantial effect on our trade. The exports are going to 
lessen rather than increase while the restrictions exist. 


a 
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Mr. Harrretp: The buying in sterling countries is going to increase. 
Mr. VaucHan: Yes, but it is something over which we have no control as 


it is an arrangement between the British government and the colonies. 


~ 


Mr. Rew: In what funds do West Indies people pay for freight? ‘ 
Mr. VaucHan: I did not catch that question. 
Mr. Rew: I have in mind British ships on the high seas and Britain looks 


: upon those ships as bringing capital, money, to the British people. Your 
_ Canadian ships are operating between Canada and the West Indies and they 
bring back freight. There are charges made and I ask what currency is used 


' 
Pe, 


for payment? 
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Mr. Vaucuan: I think there is more Canadian currency used than any 


other. There is some United States currency but a large portion of the north- 
bound tonnage is sugar brought in by the dominion government and that is 
paid for in Canadian funds. 

Mr. Rew: It would not be sterling, and it would be a gain to the country 
as far as currency is concerned? 

Mr. VaucHAN: The difficulty is that these countries are restricted from 
buying in dollar countries. 


Mr. Ret: I know, but people buying passage on the ships or sending freight 
from there pay in the West Indies before the passengers or es leave. What 
currency is used in payment? 


Mr. VAaucHAN: Nearly all our freight is paid in Canadian currency. 

Mr. Rew: Would sterling restrictions have any effect on freight and 
passenger tickets? 

Mr. VaucHan: I do not think I understood your last question, Mr. Reid. 

Mr. Rein: The question was, in what currency is the freight and passenger 
account from the islands stated? I mean, people in the West Indies, who buy 
passage on steamships coming to Canada? 


Mr. VaucHan: They pay for it in Canadian currency. 


Mr. Harrieip: Do you accept any prepaid freight from the West Indies on 
goods shipped up here, in sterling? | 


Mr. VaucHan: As to what amount there is of that, I could hae tell you, 
Mr. Hatfield. It would be very limited, I think. 


Mr. Hartrretp: Would it not be to your advantage to accept sterling in 
payment? 


Mr. VauGcuHaNn: I am not just sure, to be perfectly candid, as to the amount 
of prepaid goods that we would get. 


. Mr. Harrretp: You do accept pre-payment then? 


sterling. But I shall find out about that. 


Mr. Hatrietp: I don’t know how you are going to compete with erate 
trade, with foreign ships, because they are lowering their tariffs every day. 
I do not know how you are going to compete with them. 


Mr. VAUGHAN: It is getting more difficult to do so every day. 
Mr. Harrieytp: And what are you going to do about it? 


Mr. VaucHan: We have not reached a point yet where we are losing any 


money. : 
Mr. Harrietp: But you will reach such a point. 


Mr. VaucHan: We are doing everything we can to get all the business 
we can, having regard to the fact that there are still some obligations in relation 
to the Canada-West Indies trade agreement, which we are endeavoring to 
continue to carry out. 


Mr. Harrtexip: Is that trade agreement going to be renewed? 
Mr. VAuGHAN: That is a matter of government policy and I cannot tell you. 
Mr. JACKMAN: What is the subsidy provision now, Mr. Vaughan? 


Mr. VauGHan: We get no subsidy, of course, from Canada but we do get 1 


some small subsidies from the islands. I think the subsidies amount to $130,000. 


Mr. Cooper: In 1948 we received £30,500 which, converted into Canadian : 


currency was equal to $122,610. 


Mr. VaucHan: Yes, we do. If it were prepaid, we would probably accept — 


| 


et 


a= - 


‘po 
ri 


2a 


- RAILWAYS. AND SHIPPING 129 


Mr. NicHotson: I notice that your surplus for the year amounts to 
$166,044.43. I remember three years ago we had quite a long discussion about 


the deficit item in the balance sheet. I notice that it 1s now down to $2,880,324.78. 


I wonder if Mr. Vaughan could make some statement as to how many years it 


would take to pay off this deficit at the rate we have been going and also as to 


what representations have been made to the government towards giving some 
relief. 3 

Mr. VauaHan: We have asked the government for relief and I think the 
matter is in hand by the government. But as to just what they will do about it 
I do not know. It would take a number of years yet at the profit which we made 
last year to pay off all the amounts which the government has charged 
against us together for interest on the deficits which were incurred in the early 
stages of operation. h | 

Mr. Nicuotson: I wonder if the minister would care to make some comment 
with respect to page 5 of the report having regard to the fact that over a number 
of years the government has been paying a subsidy of $340,666 each year to the 
private companies, and the fact that private interests asked for an annual subsidy 
of $582,783 for the eastern service only. Because of this fact, it seems to me that 
the government might give possible consideration to some relief in order to 
remove this deficit of $2,880,324.78. 

Hon. Mr. Cuevrirr: As the president of the Canadian National Steamships 
has said, representations have been made by Canadian National Steamships to 
the government over a period of years asking the government to grant relief in 
connection with the amount paid for interest, and arrears of interest, over the 
years when there was unprofitable operation, between 1925 and 1934. 

Mr. VauGHAN: It was 1929 to 1934. 

Hon. Mr. Cueveter: Yes, 1929 to 1934; and consideration has been given to 
that problem from time to time, but the government has not seen fit to grant relief. 

Mr. NicHoitson: It does not appear that they are making very much 


. progress. 


Hon. Mr. Cuevrier: If you will just allow me to complete my statement, 
Mr. Nicholson. I was going to say that from year to year the government has 
civen consideration—at least, for the past two years—but it has not seen fit to 
crant the relief requested. This year representations were again made by 
Canadian National Steamships, and as a result a subcommittee of the cabinet 


was established to deal with the problem. So the problem is now under considera- 


tion by that subcommittee. 

Mr. Harrietp: Do you still have to operate under the Canada-West Indies 
Trade Agreement’? I mean, you cannot stop at another port even if there is 
profitable business to be obtained there. You have to pass it in order to carry out 
the Canadian West Indies agreement? : 

Mr. VauGHuan: We do not call at all the small places. We used to do so 
and we still call at most of them. 

Mr. Harrretp: You go right by Havana, Cuba. 

Mr. VauGHAN: Yes. 

Mr. Harrretp: You could not go in there? 

Mr. Vauauan: I do not think we are entirely prevented from doing so; but 


~ we could not maintain our schedule if we did so. 


Mr. Harrretp: You call at Porto Rico? 

Mr. VaucHan: No. The schedule of calls is outlined in the Canada-West 
Indies Trade Agreement. . : 

Mr. Hatrretp: You are prevented under that trade agreement from calling 
at those profitable ports? 
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Mr. VAuGHAN: We do call at them occasionally when we can get a reasonable 
cargo of sugar. Sometimes we have called at Dominica; and we have called 
oceasionally at Cuba for sugar on the northern trip. But we do not eall at those 
places very often. 

Mr. Reip: That item in the consolidated balance sheet of passage money 
paid in advance in the amount of $239,851.64 seems to be quite a large sum of 
money. That is a lot of money to be paid for passage in advance. You might 
give us some explanation about, that. : 

Mr. Coorrr: When you buy a ticket to the West Indies, ordinarily you pay 
for your passage in advance. We do not treat that as revenue until the purser’s 
manifest comes in at the end of the voyage. It is prepaid passage money, just 
what it says. : 

Mr. Reip: There must be a lot of passages involved in that sum of money. 

Mr. Vaucuan: There has been a big demand for passenger accommodation. 
Some people pay their passage money six months before they travel. 

Mr. Rem: And that item of advances to captains, crews, etc., of $35,698.12; 
what about that? 

Mr. Cooper: Those are advances to the captain. He makes port purchases 
and advances money to the crew against their wages. It is a working advance. 

Mr. McCuttocu: I understand that passages are sometimes booked seven 
months ahead of time. : 

Mr. VavucHan: Some of them are. | 

Mr. Rep: With regard to that item of 50-9 per cent increase in fuel oil 
mentioned on page 4, does that mean increased oil consumption or does that 
mean increased prices for fuel oil? 

Mr. Vaucuan: It is ‘an increased price entirely. Since this report was 
published, there has been some small reduction in the price of fuel oil. 

Mr. Rep: It seems quite an increase, and that is why I asked about it. 

Mr, Hazen: I understand there has been some complaint among the apple 
growers of Nova Scotia concerning the transportation of apples to the British 
West Indies. I believe the apple growers complain that there are no proper 
cold storage facilities provided for the carriage of apples. And I am also informed 
that they state that last season they could have found a market for 10,000 barrels 
of apples in the British West Indies, had the steamships provided proper storage 
facilities to take those apples down there. Are there any grounds for those 
complaints? , 

Mr. Vaucuan: I think there may be, Mr. Hazen. The only ships which we 
have with cold storage accommodation off any consequence are those three diesel 
ships. We did carry some apples but we received so many complaints from the 
other shippers who shipped goods in the same cold storage compartment that the 
odour of the ‘apples had an effect on the other goods that we were forced to 
decline to accept apples on some of our ships. 

Mr. Hazen: I was informed that these boats had three separate refrigerated 
compartments. The apple growers thought that one of those compartments might 
have been made available for them, ‘and that they might have been allowed one 
of those compartments in which to put their apples. : 

Mr. VaucHan: That complaint came to my attention only a short time ago. 
We are looking into it to see if it is possible for us to comply with their wishes. 

Mr. Hazen: If there is an opportunity to develop the market in the West 
Indies I think we should take advantage of the situation and try to develop it, 
particularly in view of the loss of markets in Great Britain which we have sus- 
tained. I understand that we are looking around for further markets. : 
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Hon. Mr. CHEVRIER: Mr. Hazen, may I ask if you have any idea of the 
quantity of apples that might be required to be shipped? 

Mr. Hazen: My information was that there was a market for 10,000 barrels 
Jast season and that we were not ‘able to avail ourselves of this market because 


‘they could not get proper transportation facilities on government boats. 


Mr. Vaucuan: I think there is something in that complaint which came to 


‘our attention some time ago. We have investigated to see if there is not some 


place where we could stow these apples in cold storage compartments in a way 
that would not affect other products in cold storage. 

b Mr. Hazen: There is another matter I want to ask you about, something 
I read about in the papers. I saw in the press that you are having strikes on 


“There was a board of conciliation appointed by the Minister of Labour to deal 


3 : 
_ but I know you were not satisfied. | : 


‘the “Lady” boats. Would you care to make any comment on that situation? 
Mr. VaucHAn: We have had a strike on one of our boats there, the Lady 


Rodney and the Challenger. 


Hon. Mr. Cuvee: You mean the Lady Rodney. 
Mr. Vaucuan: The Lady Rodney, I should have said, and the Challenger. 


‘with the wage situation. That board, including the representatives of the men 
“made a unanimous report. The representative of labour and the Canadian Sea- 


men’s Union concurred in the report. There was no reduction in wages. The 
principal thing that was eliminated from the previous agreement was the 
_ provision with regard to the hiring hall. Under the old agreement the company 
_was required to hire all its men through the hiring hall but under the new 
agreement the men could be hired either through the hiring hall or from the 
employment agencies. We accepted the award of the board of conciliation, but the 
_ day before the Lady Rodney was to sail the men said that they would not accept 
the award although it was made several weeks ago. No men had been signed on 
- for the trip but about eighty men remained on board and are still there and have 
_ refused to get off. We are dealing with the matter in a way that we think will be 
effective and we hope to get the situation clarified in a few days. 


Mr. Hazen: You say that the men said that they would not accept the 


award. Was there a representative of the men sitting on the board or was it a 
representative of the union? 


Mr. Vauauan: It was the representative of the men. 

Mr. Hazen: And was he a representative of the union? 

Mr. Vavertan: Yes, he was president of the union. 

Mr. Hazen: You say they had a representative on the board and he con- 


p eurred in the findings. 


Mr. VaucHuan: They had their own man as a representative on the board of 


’ conciliation. He signed the award along with the other two representatives, the 
_ chairman and the representative of the shipping federation. 


Hon. Mr. Cuevrrer: And the findings of this board to which you have 


- referred were unanimous? 


Mr. VAUGHAN: Yes. 


Mr. Moore: Your report shows an insurance fund there of $1,764,000. Are 
there any other vessels included in the insurance scheme beside those named? 


Mr. VaucHan: The only vessels are those given in the report here. Their 
‘names are in the report. The names of the vssels with their tonnage is given. 


Mr. Harrtetp: I would like to ask you again about the situation at the port 


of St. John. That is a matter which I have taken up with the minister. 


Mr. VaucHan: We have tried to explain that matter to you, Mr. Hatfield, — 
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Mr. Hatrieip: No, but we are finding a way around it, we ship it by other 
lines. We were almost forced to take that business away from the C.N. Steam- 
ships because of the arrangement which would not permit us to load at St. John 
because the boats were going around to Halifax. The result was that we had— 
to ship our stuff by freight to Halifax and we have found that that is not satis- 
factory. I was just wondering whether you had not changed your attitude on- 
this matter. : 

Mr. VaucHan: We did not think it desirable or practicable for us to do- 
that, Mr. Hatfield. I think we gave a memorandum on that last year, 

Mr. Hatrteip: That is all right. As you know, we had to give the business 
to some other lines. i 
Mr. VaucHan: We do not like to see the business going elsewhere and we 
are trying to work out some way of handling it satisfactorily. a 
Mr. Hatrisip: I would like to get some explanation as to why they do not 
take on freight when the boats leave St. John where it calls on schedule. 
Mr. VaucHan: We gave a memorandum on that last year I think, Mr. | 
Hatfield. | 
My. Hatrietp: Yes. Your memorandum stated that they had to open all the | 
hatehes at Halifax. I do not think it is necessary for them to open up all the 
hatches. They said they had to open up all the hatches at Halifax and 
that made the cargo open to damage by frost. | 

Mr. VaucHan: We felt that we would have too many complaints in repect | 
to damaged goods, which we did have. S | 

Mr. Hatrtetp: I do not see why you could not fill one of the holds at St. — 
John with potatoes and then not open it when a boat was loading at Halifax. 


Mr. VaucHan: We went into the matter very fully with our steamship people 

down there. | | 
Mr. Hartrietp: Stowage in Halifax has been awful, it has damaged more — 

goods—we have had to use other lines. | | 
The CHarrMan: Are there any other questions on the balance sheet? 
Mr. Hazen:-Is there any reason for the strikes on these boats? Is it due to | 

communist activity? , q 
Mr. VaucHan: We believe it is and we think the time has come for a show- | 

down, that we have got to run our own ships. | 
Mr. Hazen: Yes. 


Mr. JAcKMAN: Do you find that this labour trouble has interfered with the | 
operation of your boats, that you are running behind your budget because of ] 
troubles of this kind which you could not foresee? 1 


Mr. VaucHaN: Yes, this strike has been expensive to us. We have not only § 
lost cargo but the expenses have increased considerably. | 


Mr. JAckMAN: Have you had to meet very much competition because the q 
price of sugar is down a cent a pound or so? Has that made a reduction in your | 
revenues? Have you had to reduce your rates? 


Mr. VAUGHAN: We have not cut our rates on sugar. The rates on sugar are | 
fixed each year with the Sugar Control Board. j 


Mr. JACKMAN: How much do you get for transporting sugar? | 
Mr. VauGHan: We haven’t those figures here but I could get them for you. | 


_ Mr. Jackman: Am I correct in my understanding that the passenger accom- | 
modation on these boats is limited? | 


Mr. VaucHan: Yes. 
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~ Mr. Jackman: How many passengers will these boats accommodate? 
Mr, VauGuan: Our lady boats carry 110 passengers each and our diesel ships 
only 12 passengers to each ship. 
Mr. Jackman: That is quite a difference. 
Mr. VAUGHAN: Yes. 
Mr. Jackman: Do you know whether your passenger service is profitable? 


Mr, VaucHAN: There is not much profit in it. We have the passenger 
accommodation and we might as well use it, and it is also a condition of the West 
Indies Trade Agreement, that we provide certain passenger accommodation. 

Mr. JaAcKMAN: There are quite a few people travelling. Last year your 
revenue from passenger travelling increased very substantially while your freight 
traffic went down. 

Mr. VauGuan: Yes. 


Mr. JACKMAN: Is it the intention of the company to develop the passenger 
traffic if it proves profitable, if it looks like good business, if it looks as though 
there were greater profit in it than in freight; or, was it really established just 
to implement the trade agreement? 

Mr. VauGHan: If there should be any indication that there would be a fair 
profit in from an increased passenger service, or even in freight service, we 
would ask for sufficient boats to take care of it. We want to make a profit 
wherever we can. We don’t want to put more ships in service than we feel 


ean be operated profitably. We do not think we could get new ships today 
at the price we would have to pay and operate them at a profit. 


Mr. Hatrretp: I agree with you on that. 

_ Mr. Jackman: Is it the policy of the company to expand the service as 
far as it proves profitable, or is the primary purpose and policy of the company 
to provide a minimum service between Canada and the West Indies. What 
is the policy of the company? Are you out for all the business you can get 
and all the profit you can make, or are you operating primarily because we 
have a trade agreement with the West Indies and you are only operating a 
sufficient number of boats to meet that requirement? 

Mr. Vaucuan: The service was established in the first place to implement 
the Canada-West Indies Trade Agreement, but we are operating it as a com- 
mercial concern and we will carry anything if it is profitable to do so. 

Mr. JAcKMAN: Have you had much competition in recent years? 

Mr. VaucHan: We have planty of competition; there is the Saguenay 
terminals who have several boats going to the West Indies; then there is Pick- 
ford & Black who also have some. | 


Mr. JACKMAN: Have most of these lines been established since the war? 


Mr. VaucHan: Pickford & Black is an old line. The Saguenay terminals 
owned by the Aluminum Co. of Canada Was running before the war. Then. 
there is the Aluminum Company of the United States who have ships operating 
under U.S. registry. They carry bauxite from the West Indies to the Saguenay 
and then come up to Montreal for return cargo, and they offer very keen com- 
petition to us. 

Mr. Hatrieyp: But their competition is all outward trade. 

Mr. VaucHaNn: Yes, but they do carry some sugar coming up, particularly 


_ Alcoa vessels owned by the Aluminum Company in the United States. 


Mr. JAckMAN: What do you intend to do with this vessel replacement 
fund of $3,449,000? 
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Mr. VauGHan: If sufficient business develops to warrant us increasing | 
our fleet we would then use that fund for that purpose but we do not 
think business would justify it at the present time. As a matter of fact 
business is so slack now that we have taken five boats out of the West Indies 
service and chartered them outside. We have actually only five boats in the 
West. Indies service today, the others are chartered for service elsewhere. 

Mr. JackmMAN: If you do not see any use for that vessel replacement fund, 
particularly in view of what you say, and also in view of the fact that we have 
been through a peak in business, you would hardly expect you would have to 
use more ships or to have more carrying capacity for some years to come. 
I may be wrong in this statement but I make it anyway. Why, therefore, do 
you not use some of that money to retire some of the 5 per cent guaranteed 
bonds? 

Mr. VAuGHAN: Those bonds are not callable bonds. If the replacement fund | 
it not used for the construction of new vessels it will be used to pay off the bonds 
when they become due. 

Mr. JACKMAN: In the meantime is the replacement fund invested in govern- 
ment bonds? | 

Mr. VaucHan: In government bonds. 

Mr. JAcKMAN: If you were to put them on the market in New York now 
what would they sell for? . 

Mr. VauaHan: I do not know what they sell for in New York but I think 
they sell for about $120 in Canada. ; . 

Mr. Harrteitp: Could some of those ships be used in Newfoundland trade? 

Mr. VauGcHAN: We cannot tell until we get into that trade. As you know 
the Newfoundland Railway has twelve to fifteen vessels of its own. 

Mr. Harrirerp: You would not consider replacing any of those steamships 
plying the West Indies under conditions as they are today, would you? 

Mr. VauGHAN: No, sir, we would not. _ 

_ Mr. Warren: It being 10 o’clock would it not be a sensible idea to carry 
to the end of page 8 and call it a day? 

The CHAIRMAN: Pages 6, 7, and 8. 
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CONSOLIDATED INCOME ACCOUNT 


OPERATING REVENUES: 1948 1947 
Preight uric stews y's «sh pr coms Bolt aiaie ew leme wie o\ae nie $6,546,770.68 $7 sboilo2vbee 
PasseNGer ...-scececcescrrcsenenerceccesresees 962,886.88 439,798.74 
Miscellaneous ......-+-+- WADE eel PME cesta Bide sol wha 66,374.11 47,307 .65 
PIDSIIOS evdid c cibte ele late loco Rialdte age Moh lomo lelae ceases yelb he Iola 122,610.00 33,567 .00 
COPAT TOP rece hepa Bree leit eee dalg lati e'letelioue Tevalte sy ee eas 641 266,0782 10 28,334.69 

PP EAN Olio atk cic cycled ate ia a ones eh tilina ler nee tole ate $7,964,719 .82 $7,857,470. 82 

OPERATING EXPENSES: . 

Voyage “Accounts 5... as Se koe oo weno aie ate eine $6,524,876 .10 $6,255,313.10 
Depreciation on Vessels.........-..seee eee eeees 492,222.15 493,593.60 
‘Management and Office Expenses...........---- 229,291 .04 213,536 .62 
PESOS as eeu le atalino ba ela ie We dp naib ba ists ae a tel al UN yeti G2 4a 38,449.38 
Other Wxpenses 6 woe. wie wee Giga wists Sm koe 42,432.57 27,300.50 

SOLA 1 sos a ete he ta oh Sle a dablents recente abo ee valine Oto $7,320,614 .29 $7,028,193 .20 

Operating Profit .......-eeeeee ence eee! $ 644,105.53 $ 829,277.62 

Vessel Replacement Fund Harnings............+.--- $ 85,733.06 $ 266,697.59 

Interest on Bonds held by Public............-..-. ... 470,000.00: 470,000.00 

Tnterest on Government AdvancesS......-...-e+eeees 93,794.16 103,298 .14 

SUP PIB cbets Moe iie s WSiem sine easter eee lon $ 166,044.43 $ 522,677.07 


CONSOLIDATED PROFIT AND LOSS ACCOUNT AT 31st DECEMBER, 1948 


Balance at 3lst December, 1947—Deficit....... 0... ccc cc cence ees e cent ee eees eh oe $3,046,369 .21 
Surplus as per Income Account, Year 19480 PEE eR re re Ro Ts een eal GG Olas 
Balance at 3lst December, 1948—Deficit......... Be eis Sed, aie ERE ere crake GURUS $2,880,324.78 


The Cuarrman: Gentlemen, shall these pages carry? 
Agreed. 


Tomorrow morning, we will meet at 11 o’clock, gentlemen. We have the 
Canadian National Railway and the Canadian National West Indies Steamships 
budget, the Canadian National Railway security trust, the auditor’s report, and 
the minister has I believe three estimates. If we meet at 11 o’clock and again 
at 4 we should certainly clean this up tomorrow. 


The meeting adjourned to meet March 30, 1949, at 11 o’clock. 
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MINUTES OF PROCEEDINGS 


Hovusse or Commons, Room 480, 
Wepnespay, March 30, 1949. 


The Sessional Committee on Railways and Shipping owned, operated and 


controlled by the Government met this day at 11.00 o’clock'a.m. The Chairman, 


Mr. 8. M. Clark, presided. 


Members present: Messrs. Bourget, Chevrier, Clark, Emmerson, Fulton, 
Hatfield, Hazen, Hlynka, Jackman, Maybank, McCulloch (Pzctow), McLure, 
Moore, Mutch, Nicholson, Picard, Pouliot, Reid, Warren. 

In attendance: 

From the Canadian National Railways: Mr. R. C. Vaughan, President; Mr. 
N. B. Walton, Executive Vice-President; Mr. T. H. Cooper, Vice-President. 

From George A Touche & Co., Auditors: Mr. O. A. Matthews and Mr. P. 


Bennett. 


From the Department of Transport: Mr. J. C. Lessard, Deputy-Minister. 


Messrs Walton and Cooper, for the Canadian National Railways, were 
called and they furnished answers to certain questions asked by the Committee 
at a previous session. Mr. Walton, in compliance with a request by Mr. Picard, 
a member of the Committee, filed a statement on the number of names of French 


- origin appearing on Canadian National Railways payrolls as at June 30, 1947. 


The said statement was ordered to be printed as appendix ‘“‘A” to to-day’s printed 


- Minutes of Evidence. 


The Committee considered the application of the Winnipeg Chamber of 
Commerce for a hearing before the Committee of a delegation from Manitoba 
concerning the affairs of Trans-Canada Air Lines. 


After some discussion on the subject, on motion of Mr. Melure, it was 
agreed that consideration of the Annual Report of TCA for 1948 be deferred to 
Tuesday, 5th April, 1949; further, that the special delegation from Manitoba 


be so notified through the Winnipeg Chamber of Commerce. Mr Maybank, of 
the Committee, was further authorized to communicate the decision of the 
_ Committee by telephone to the interested parties. 


The Committee considered the Budget for 1949 of Canadian National Rail- 


- ways and Canadian National (West Indies) Steamships, Limited. 


Messrs. Vaughan, Walton and Cooper were questioned thereon. 


At 1.00 o’clock p.m., the Committee adjourned to meet again at 4.00 o’clock 


in the afternoon. 
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AFTERNOON SESSION 


The Committee met at 4.00: o’clock p.m., the Chairman, Mr. S. M. Clark, 
presided. 


Members present: Messrs. Bourget, Guerrier, Clark, Emmerson, Fulton, — 


Hatfield, Hazen, Jackman, Lockhart, MeCulloch (Pictou), Moore, Mutch, 
Nicholson, Picard, Warren: 


In attendance: The same officials of Canadian National Railways, George 


A. Touche & Co., Auditors, and the Department of Transport asare listed as in | 


attendance at the morning session. 


The Committee resumed consideration of the Budget of 1949 of Canadien | 
National Railways and Canadian National (West Indies) Steamships Limited. — 


Messrs. Vaughan, Walton and Cooper were recalled and questioned thereon. 


With the permission of the Committee, Mr. A. L. Smith (Calgary West) 
asked certain questions of Mr. Vaughan in connection with the pr oposed addition 
to the Hotel MacDonald, at Edmonton, Alberta. 


After further discussion thereon, the budget was adopted. 
The Committee then considered the Annual Report of the Canadian Na- 


tional Railways Securities Trust for the year ended December 31, 1948,s which 
was adopted. : 


The Committee thereafter considered the Auditor’s Report to Parliament, 
covering the operations of Canadian National Railway System and the Canadian 


National (West Indies) Steamships, Limited, for the year ended the 3lst q 


December, 1948. 


Mr. O. A. Matthews and Mr. P. Bennett, popeseriiny George A. Touche © 


& Co., Auditors, were called. 
Mr. Bennett read the Auditors’ report and both he and Mr. Matthews were 
questioned thereon. 


After some discussion, the report was adopted. 


The following items of estimates for 1949-50 were considered and adopted if! 


by the Committee. — 
| Vote 488—Maritime Freight Rates, Act, Canadian 


National sRarwayer ib. tc tue eee $5,503 000. 
Vote 489—Maritime Freight Rates Act, Railways 

other than Canadian National: baevh ain 1,400,000. 
Vote 556—Prince Edward Island Car Ferry and 

Terminals.| Deficit, 19403 yey ear aw 1,159,000. 


It was ordered that a Report to the House be made recommending the ~ 


adoption of the above items. 


‘Hon. Lionel Chevrier, Minister of Transport, tabled the Consolidated 
Income Account for the Fiscal Year 1948-49 and Fiscal Year 1947-48 of the — 


Hudson Bay Railway, which was considered by the Committee. 


ite 5.40 o’clock p.m., the Committee adjourned to meet again at 11.00 0 ‘clock 4 


a., Tuesday, 5th April, 1949. 
ANTOINE CHASSE | 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Housr or Commons, 
March 30, 1949. 


The Sessional Committee on Railways and Shipping met this day at 11 a.m. 
~The Chairman, Mr. S. M. Clark, presided. 
| The CuarrmMan: Gentlemen, I believe we have a quorum. First of all, I 
_ think Mr. Walton has some answers to questions. 


Mr. Watton: I have the answer to a question which was asked by Mr. 
Hazen in regard to the accident situation in the Canadian National Railways. 
_ My answer to his question is in the same form in which we report to the Dominion 
- Bureau of Statistics. The number of passengers killed per 100,000,000 passenger 
miles in 1947 was 1-770. In 1948, it was -8008. 
; The number of passengers injured per 100,000,000 passenger miles in 1947 
was 11-445; and in 1948, it. was 6-6527. 
| Mr. Hazen: And how many would that be in actual people? 

Mr. Watton: We can get that for you as well. 

Mr. Hazen: Yes, I would like to have it. 


| Mr. Watton: I gave you my answer in the same form in which we reported 
it last year to the Dominion Bureau of Statistics. The further information you 
_ seek may also be obtained, of course. | 
. Mr. Hazen: Yes, I would like to have it. 


| Mr. Watton: I have an answer to a question asked by Mr. Emmerson as to 
_ the number of pounds of tractive effort of locomotives in the Canadian National 
- Railways. As of December 31, 1948, it was 113,080,100; and as of December 31, 
1947, it was 112,350;250. 
Mr. Emmerson: You have increased your power, although your engines are 
~ down in number. 


| Mr. Cooper: I have an answer to a question asked by Mr. Hazen with 
respect to the number of copies printed of our annual report. There were 7,750 
copies printed, of which 650 were forwarded to the Department of Transport 
for distribution to parliament and other governmental departments. The Printing 
was done by the Southam Press, Montreal; and the cost was $8,864. 

I have an answer to a question asked by Mr. Jackman as to the amount of 
acreage in the various provinces in which the mineral and oil rights have been 
_ retained. In Manitoba, the figure is 377,097 acres; in Saskatchewan, 2,907,829 
acres; and in Alberta, 6,331 acres. ) 

- The Cuairman: I have before me a statement which was asked for by Mr. 
Picard containing the number of names of French origin which appear on 
' Canadian National Railways payrolls as of June 30, 1947. Gentlemen, I find 
_ myself in rather an awkward position this morning. We had intended to go on 
' with the T.C.A. when we finished with Canadian National Steamships. I am 
not sure if all the members present today were here yesterday when I tabled a 
- letter from the Winnipeg Chamber of Commerce. You may recall that the 
| suggestion made yesterday. was that we take up their request when we started 
» with T.C.A. Now; we would like to go on with T.C.A., but we have only one 
_ of the members from Winnipeg here this morning. So the question is, when 
- should this group come down, or perhaps I should say, if they should come down. 
_ I might say that I think the telegram from the Prime Minister suggested that 
- they could meet.this committee. Am I right in that? et 
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Mr. JackMAN: What telegram was this? 


Mr. Murcu: The telegram the Prime Minister read in the House the other 
day. 


Mr. JacKmAN: So there was a change of heart on the part of some of the | 


members. Is that the case? 

The CuatrMan: No, Mr. Jackman, there was some trouble about moving the 
head office of T.C.A. from Winnipeg to Montreal. 7 

Mr. JAcKMAN: It should be moved to Toronto. 

The CHairMAN: I wonder if we might discuss this matter this morning. 

Hon. Mr. CHrvrier: We have already begun to dispose of the business of 
the Canadian National Railways. So it would seem to me, with all deference, 
that the proper time to deal with this matter would be when we are finished 


with the business of the railways and have reached the stage where we may deal 
with the business of T.C.A. 


The CHairMAn: That is what we decided yesterday, I think. I do not 


want to get into a jam. 


Mr. Mutcu: Well, I think we are on the way to do just that, unless we are 
careful. I pointed out yesterday that, in my view, the province of Manitoba, 


the city of Winnipeg, the associated boards of trade of the province of Manitoba, 
the chamber of commerce of the city of Winnipeg and certain labour and other 
organizations had been informed that the committee would be here and that 
they would have the right to apply to this committee for a hearing. 

There was some discussion the other day as to whether or not the committee 
would hear them, and it was indicated that the question would be one for 
the consideration of the committee. Yesterday I raised the point that it would 
not be fair to the delegation, if we are to hear them, to wait until we are ready 
to start, let us say for example, this afternoon, and then say to them in Winnipeg 
that if they want to come they might do so at a time when it was virtually 
physically impossible for them to get here. 

You tabled their letter with the consent of the committee, Mr. Chairman, 
and I concurred with the reservation which I made yesterday. You tabled the 
letter at that point with the understanding that we should decide about. this 
matter later. I shill think there is an advantage in the committee reaching a 
decision in advance, if the committee decides to hear them, as I feel sure the 
committee will do. : 

So far as I am concerned, I think we should continue to sit and discuss 
T.C.A. until the delegation has time to get here because I think we are com- 
mitted to do so. It may be said that such a procedure would be wasteful of 
time. But I think the proper procedure for the committee to follow, if we are 


going to hear them, or to hear some one representing them, is to decide now, — 


or to decide today at some time, as early as possible, as to the time we may 
hear them and to fix the time at which they are to come. 

I, for one, would not be party to discussing the report in the absence of 
people whom we may subsequently hear, only permitting them to come when, 
to all intents and purposes, it would mean a sort of additional tagged-on meeting. 


For instance, I know that a delegation comprised of all of the Liberal _ 


members of the province of Manitoba as well, I think, as most of the members 
from the other parties in the province of Manitoba—although I have no authority 
to speak for them—will desire to attend this hearing. — 

In view of the communications which have been exchanged, three in number, 
I think, between the Prime Minister and the province of Manitoba and these 
other bodies which I have mentioned, for us to proceed without notice, in view 
of the correspondence, and then for us perhaps to tack on a meeting at a later 
date in order that they might come down here and be heard, would not be doing 
credit to the committee and it certainly would not be helpful to the T.C.A. 
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I submit it would be distinctly offensive to those representative and res- 


_ponsible bodies who are quite within their rights in requesting to be heard 


and who are entitled to serious consideration with respect to that particular 
application. 

Mr. Emmerson: When will T.C.A. be before the committee? 

The CHarrmMan: We should finish with the Canadian National today and 
we could go on with the T.C.A. tomorrow. 

Mr. Murcu: Have we finished with the Canadian National Steamships yet? 

The CHAIRMAN: We have finished with the Steamships. 

Mr. Mourcu: It is not unusual, in the life of this committee, to have a gap. 
There have been gaps on previous occasions. Two years ago I think there was 
a gap of ten days, or a considerable length of time, between the hearing of the 
auditors of the Canadian National Railways and the hearing of the auditors 
for the T.C.A. I, for one, urge very strongly that there be no attempt to proceed 
until the other matter has been decided and until due notice has been given. 

Mr. Hazen: What would you consider to be due notice? 

Mr. Mutcu: Well, I think due notice would mean time sufficient for them 
to get here from Winnipeg. For instance, three days. 

The Cuairman: Would Tuesday of next week be satisfactory? 

Mr. Mayank: I have just been talking with these people in Winnipeg by 
telephone. They say they could be here Monday. But I think the understanding 
was, although more or less tentatively decided, that this committee would be 
taking a trip on Monday. | 

I am only explaining it from the point of view of the people out there. Tf 


they could be here for Monday, of course, Tuesday would be equally good; so 


that really answers your question. The only thing they could not do would 
be to come this week. Now, we have only Thursday and Friday remaining. 
I think there is more or less of a feeling that we should not sit—or rather 
I should say we should try to avoid having committees sit on Fridays. That 
idea is current, in a good many committees at any rate. So, if that is the 
feeling here as well, there is only one day, Thursday. f 

Now, I was urged very strongly to have matters so arranged that the 
delegation could be present when the T.C.A. report is considered. I would also 
say that every member of the Manitoba caucus—I mean the Liberal caucus, 
although I think this would apply to others as well—would like to come forward 
at the same time. So I have been asked to request this committee, on behalf of 
that group as well, that representatives from Manitoba—and it should not be 


said from Winnipeg—but representatives from Manitoba be heard in the 


manner that has been indicated here this morning. 

My request is made on behalf of the mayors of two cities, and the boards 
of trade of every place in Manitoba. It is also made on behalf of the premier of 
Manitoba as well as on behalf of numerous other bodies. Having regard to the ~ 
amount of time at stake, it would seem to require one day, Thursday, or at the 
utmost, two days. 


The CuarrmMan: Gentlemen, the position I find myself in is this: We know 
the T.C.A. is ready to go on, but they could come back Tuesday instead of going 
on tomorrow, if the committee is willing. I would not want to'see the committee 
ready to go on with T.C.A. tomorrow and this delegation not to have an oppor- 
tunity to be heard. | 

I should like to hear what some of the other members of this committee 
have to say. I think it could be arranged with T.C.A. for them to start on 
Tuesday and thus give this delegation a chance to get here. JI wonder if that 
suggestion meets with the approval of the committee? I would like to hear what 
the members may have to say about it. 
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Mr. McLure: I move that the special delegation from Manitoba be notified 


that this committee would-be pleased to meet them on Tuesday or on whatever — 


date you might decide. 

Mr. JAcKMAN: I second that motion. } 

Mr. Maypanx: That means that you would be taking up T.C.A. on Tuesday. 

The CHarrman: If that is agreeable, gentlemen, we will do so. my 

Mr. Hiynxka: Should we not first decide, Mr. Chairman, whether we are 
going to limit the representations to this Manitoba delegation, or hear other 
delegations which may wish to come before us. Mr, Nicholson mentioned one the 
other day, a delegation from the province of Sasatchewan. Are we going to throw 
our doors wide open to any delegation which may want to come? | 


-The Cuatrman: Suppose some other group desires to come before us. In 


such a case I think we should meet the situation as and when it arises. Is that. 


fair? 


_ Mr. Murcu: Yes, Mr. Chairman. That has been our practice in times past. 
Any application for a hearing before any committee of parliament has to be 
decided by that committee upon its merits. Otherwise you would be issuing a 
blanket invitation. But I do think that every bona fide application should be 
considered by this committee. | 


The CuatrMan: Very well then, I believe we are agreed. ‘Today we have to 
consider the budget requirements of the Canadian National. 


Mr. Maysanxk: Mr. Chairman, I promised that I would telephone an answer 
to those people who spoke to me this morning from Winnipeg. Would I be 
justified in telephoning advance notice to them? Would there be any objection 
to my doing so by telephone, and to tell them that this matter has been arranged 
for Tuesday? 

The CuarrmMan: Very well then, Mr. Maybank, I think that is agreeable 
to the committee. You may advise them that the time will be Tuesday morning 
next at 11 o’clock. 

Now I find myself in a jam with T.C.A: and I shall have to make my peace 
with them. We have before us this morning the Canadian National budget 
requirements. 


Mr. Jackman: On a point of order, Mr. Chairman, you raised this matter 
yesterday, and I think you did so on a number of previous occasions. Have we 
not always taken up the auditor’s report at the conclusion of the hearing? 


The CHatRMAN: Yes, Mr. Jackman. 


Mr. JACKMAN: Well, it does seem me to be much more logical to, take up the 
auditor's report in respect of each company immediately following our discussions 
with the executives of that company or of that particular organization because 
the subject matter is still fresh in our minds. We might want to question the 
auditors about matters which we have been discussing, perhaps, during the 
previous half hour. Also, our consideration of the budget should be a matter 
which is taken into consideration after we have considered the objective report 
as well as the report of the directors of the company itself. 

I make that suggestion to you, Mr. Chairman, as being the more logical 
way to go about this matter, providing it does not inconvenience the auditors. 
I think that at most of our hearings in the past the auditors have not always been 
present the first day. However, I think this is certainly a better method to follow. 

Hon. Mr. Cuevrier: I do not think it matters very much. The procedure 
last year was to take the budget for the reason Mr. J ackman mentioned, namely, 
that we have the affairs of the railway and the steamships fresh in our minds 
from last year; then we come to the budget with its requirements in this form 
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“after having looked at the report j in both cases. Personally, I have no preference 


one way or the other, and I do not think it makes any difference to the officers 


_of the railway. 


f Mr. VaueHan: I an not think it makes any difference to us except that 
it seems to me that it would be desirable to put the budget through first. All 


these matters have been discussed which are referred to in the budget, as 


the minister has said. They are fresh in our minds. It does not really make 


-any difference. 


The Cuairman: We should do it all today, Mr. Jackman. in any event. 


“We certainly want. to. 


Mr. JACKMAN: I am assuming that we just do not rubber-stamp the budget. 
There might be some question which arose during the course of the hearing 


: of the auditors which might have a bearing on the budget. 


Mr. Nicuoutson: I think we might learn within another hour what is 


contained in the reports. 


Mr. Mutcu: We, down at this end, would like to hear what is being said 


at the other end of the room. 


| 
i 


os 
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The CHatrMAN: Last year I think we took up the budget following the 


report. Is that agreeable? I do not like to say who is in favour and who is 
not in favour of anything lke this. I prefer to co-operate in any way that 
I can. 


Mr. JAcKMAN: I brought the matter up for the sake of the orderliness of 
the whole procedure. 


Mr. McCuutuocu: Then let us carry on. 
The CHAIRMAN: We must have been wrong in other years. 
Mr. JAcKMAN: It is quite possible. Now, when we have got the Canadian 


National System fresh in our minds I think we ought to take up the auditor’s 
report. That would be the customary thing to do in the case of a private 


company. 
The CHARMAN: Is it agreeable with you gentlemen that we take up the 


budget? 


Mr. McCuuuocu: Let us carry on. 
Mr. Hazen: Might I suggest that next year—those of us who may be here 


L—we adopt the procedure as suggested by Mr. Jackman. 


ie 


Mr. Mutcu: That is fine encouragement! 


The CHAIRMAN: Very well. We shall now give consideration to the budget 
of the Canadian National. Perhaps Mr. Cooper will be good enough to explain 


Hit to us. 


Mr. Cooper: The budget is presented in the usual manner. We show the 
“figures for 1949 and for comparative purpose we show the amount budgeted 
‘in 1948 and the actual expenditure for 1948. The budget. is also divided as 
Bi crcen operating and capital. Our operating budget for 1949 estimates a 


“deficit of $37,800,000, as compared to a deficit of $33,532,000 in 1948. It might 
be pointed out that in the 1949 budget no provision has been made for any 


additional revenue which may result from the hearings now going on before 


the Board of Transport Commissioners in respect to increased freight rates. . 


4 Mr. JACKMAN: But your estimate does not include the 21 per cent increase 
_which is in operation now? 


_ Mr. Cooper: Yes, the 21 per cent increase went into effect on April 6, 1948. 
K Mr. JACKMAN: Lipa do you know that you are going to be allowed to keep 


Behose revenues? 
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Mr. Cooper: This is on the assumption that they will not be reduced, but 


et 


es 


we have not included in the figures any additional revenues which may result 


from this present hearing. 


Mr. Murcu: But it is based on the assumption that you would be able | 


to retain the whole of the 21 per cent which you now have? 

Mr. Cooper: Yes, sir. It is also based on the assumption that there is 
going to be no substantial increase in the price of materials. It is also based 
on the assumption that there will be no further wage increases in Canada. We 


have made provision in this budget for the increases which have been agreed — 
to with respect to our American operations. The non-operating forces received — 


a 7 per cent increase from the Ist of October; and as from September 1, 1949 


they will be put on a 40-hour week instead of a 48-hour week at the same rate | 
of pay which they received for a 48-hour week. But we are not including in ~ 


our budget any estimate with respect to additional revenues which we may 


receive as a result of a favourable decision on the present hearing now before — 


the Board of Transport Commissioners. 
Mr. Jackman: And as I understand it the objective of your present appli- 


cation is a further increase of 15 per cent. You now have the benefit of the © 
increase granted last year of 21 per cent, and you are anticipating a further — 


percentage increase which will help your revenues? 

Mr. VaucHan: We have another application in for a further increase of 

20 per cent. 

Mr. Nicuotson: Does your estimate include any deficit anticipated in 

connection with the operation of the Newfoundland railways? 

Mr. Cooper: Yes, it includes an estimated deficit because of the operation 

of the Newfoundland railways as from the 1st of April to the end of the year. 
Mr. Nicnotson: How much would that amount to, could you tell us that? 
Mr. Coorrer: We have estimated for an operating deficit of $2,200,000. 


Mr. Mutcu: Is that based on experience over a certain number of years? — 


Mr. Coorrer: No, sir, it is the best forecast we can make. We have made 
provision for, perhaps I should say we have made allowance for a reduction in 
freight and passenger rates and we have also made provision for some increase 
in wage rates. But the $2,200,000 is the best estimate we can make of what it 
will cost the C.N.R. in 1949 through the taking over of that railway. 

Mr. Nicuouson: Is there any provision in there for the additional facilities 


you would have to provide in handling freight to Newfoundland by rail haul to | 


east coast ports. I understand that more traffic is to go by rail through eastern 


ports than by boat, that there will be a considerable movement from Montreal to © 


St. John by rail instead of by steamship. I am thinking also of the facilities that 
you will have to construct to handle that merchandise by rail. 

Mr. Coorrr: There is some provision in the capital budget for the improve- 
ments which we think should be made in the year 1949 but the provision of 
additional facilities would form no part of the operating budget. 

Mr. JAcKkKmMAN: Do we have to assume any outstanding obligations of the 
Newfoundland railway? 


Mr. Cooprr: I understand there are some obligations to the Reconstruction | 


Finance Corporation which we shall have to take over, that is a rather small 
amount. 


Mr. Jackman: It is not appreciable? 
Mr. Cooper: No. 


Mr. JACKMAN: Does this budget estimate include provision for interest for ; 


the System? 
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Mr. Coorrr: You mean does our 1949 figure include interest on the System? 
Mr. JAcKMAN: Yes. Well, I see you are budgeting for a deficit. 


Mr. Cooprer: But we also expect to have some additional revenue too, Mr. 
Jackman. The details of the operating budget are shown on page 2. We 
estimate that our operating revenues in 1949 will be $520,900,000 which is a 
substantial increase over the actual revenue figure for 1948. It is also more than 
twice the amount of what we considered our normal revenue on this railway 
prior to the war. 


Mr. Rep: And that is mostly from the increase in freight traffic? 
Mr. Cooper: Oh yes. 


Mr. Hazen: And if you are granted a further increase in rates that will of 
course Increase your revenues? 


Mr. Cooprr: That is so, that is what I expect. Our operating expense for 
1949 we estimate will be $494,000,000 making a net operating revenue of 
$26,600,000. Net income charges, excluding interest, $18,290,000. Interest on 
' funded debt—public, $22,833,000. Interest on government loans, $23 277,000. 

That draws down to an estimated total deficit of $37,800,000. 

Mr. Mutcu: Would it be fair to say that the higher the revenue 
the greater would be your deficit? 

Mr. Cooper: No sir. The deficit of the Canadian National is caused by 
two things, in my opinion; one of them is the terrifically high amount of fixed 
charges which are quite disproportionate to the earning power of the railway; 
and then there is the imbalance between the increased cost of operation and 
the increased revenue. We show, as I told you before, that as compared with 
1939 we have received as a result of increases in freight rates $74,000,000, on the 
other hand our increased costs due to wage increases and increases in the cost 
of materials have amounted to $170,000,000, so there is nearly $100,000,000 
_ difference between the increase in costs as compared with the increased revenues 

brought about by changes in the price level and having nothing to do with 
increased business. 

Mr. Hazen: And what would be included in that. item, net income charges 
—excluding interest? 

Mr. Cooprr: There are a lot of items enter into that, Mr. Hazen. We have 
taxes, equipment rents, discount on funded debt, separately operated properties, 
and things of that sort. If you will look at page 4 of the printed report, first 
_ of all you see a group of railway operating revenues, and that is followed by 
_ railway operating expenses; and then you have three groups of items; and it 
is the net of those three groups which amount to the figure of $18,290,000. 
- You will note in that particular group that as compared with 1948 there is an 
increase of approximately $3,000,000, that is brought about by the fact that 
in 1949 we expect to call an issue of $57,728,000 5 per cent bonds which can be 
called on October 1, 1949 at a premium of 5 per cent which will cost us 

$2,886,000. There is also $975,000 in unamortized discount on that issue which 
_ will have to be written off. That is the reason for the increase in that particular 
item as compared with 1948. Next comes interest on funded debt in the hands 
of the public and that is shown there as $22,833,000, a small increase as 
compared to 1948. Then you have your interest on government loans, $23,- 
277,000 which is an increase of $1,600,000 over the previous year. 

Then, coming down to the capital budget—that is, referring back to page 1, 
Additions and betterments, $24,500,000. The details of that are shown on 
page 3 of the pamphlet which you have in front of you. I do not know whether 
you wish me to call the figures off by regions. Perhaps I should just give you 
_ asummary. Under the heading of new equipment we are budgetting for a total 
_ of $8,700,000; to complete the Barraute branch line, $612,000; to purchase 
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certain securities and to retire certain capital obligations, we are asking for 
$1,692,000; all of which adds up to $35,500,000. Then we have a credit for 
the amounts available from reserves for depreciation and debt discount amorti- 
zation $15,738,000, making a net capital budget for 1949 of $19,766,890, as 
compared with the capital budget. in 1948 of $65,882,200, and an expenditure 
in 1948 of $51,908,000. In 1948 we asked for nuded working capital of 
$20,000,000, but we are not asking for any additional working capital for 1949. 
That is the summary of the budget. 


: 


CANADIAN NATIONAL RAILWAYS 
SUMMARY OF FINANCIAL REQUIREMENTS—YEAR 1949 


Details 


Se a RE ee Oe ee ee ee eee 


1948 1948 1949 
Budget Actual Budget on Page 
8 i$ Pa 
OPERATING BuDGET— 
col Te Cu he RiP OE ER La RC OUP al Nr ISCO gp GC QST OOO were es Prec! hts ORIN Gor etc Ua oe 2 
UEC: AE AE RE SRB NPC ALS ANCE WAVE AAT CAR Mog RA Wah 33,532, 741 37,800, 000 2 4 
Carita, BupGET— ; 
Adations ‘and Betterments cues ia ek cece 18,879,000 13,983,318 24,500, 000 3 
SVU DISH G4 rae anit s wid aoe dee oases ae tens 60,371,000 49, 184,949 8, 700, 000 4 4 
Parra Gey OLrancey Me NNEC ee Ne ae i 1,440, 000 1,414, 549 612,890 5 : 
Acquisition of Securities and rétirement of 
Capital Obligations. tan. se nese eee Uo ole 1,007, 200 1, 298, 846 1,692,000 6 4 
ua ESA NTA arenes REY MG ake OE ON 
81,697,200 65, 881, 662 35, 504, 890 
Less amounts available form reserves for : 
Depreciation and Debt Discount Amort- 
PARAM Disa NE Bagh ice ecu Dae arene a ener es Peek 15,815, 000 13, 973,087 15, 738,000 
Total GC apiiak BUdeet, skein chordie 65,882,200 51,908,575 19, 766, 890 
Ndaitional Working Capital. oOo Malin Ne he 20,900, 000 20 OOO DOO S12 Reis Sa ae 


New equipment to be financed in 1949 is estimated at $31,200,000, of which $22,500,000 will be covered 
by a proposed equipment trust issue, leaving the balance of $8,700,000 to be provided under the Canadian 
National Railways Financing and Guarantee Act, 1949. 

The amount of $20,000,000 shown as actual 1948 requirements for additional working capital includes 
$800,000 which will be ‘drawn down prior to March 31st, 1949. 

The authorized Capital Stock of the Trans-Canada Air Lines is s $25, 000,000. During the year 1948, 
the Canadian National Railways paid $2,400,000. The Capital Stock is now fully paid up. 


The details of the capital expenditures are shown on pages 2, 3, 3-A, 4, 5 
and 6. 


CANADIAN NATIONAL RAILWAYS 
OPERATING BUDGET 


1948 1948 1949 
es Budget Actual Budget 

$ $ $: 
CoPOT EADIE VeRO see Thee Ni ey UME ec Sw Se UMS A cite ae re 418, 270,000 491,269,950 520, 900, 090 
CD TOY OMS PPE DENSOGS ik Cig we ea EAT GNM Mle ey a al el (I a 419,583,000 | 464,739,970 494, 300, 000 
Net Operating Revenues... 06 foci a Sapir etni dec eunn hs 61, 687, 000 26,529,980 26, 600, 000 
Net Income Charges, excluding Interest........0.0.0...5.5.. 11,087, 000 15, 232,870 18, 290, 000 
Interest on Funded Debt—Public..............0...006. De SUN 23, 133, 000 23, 202,818 22,833, 000° 
iiberesy on Government Oana sock. eae ah one ndeey uee een ae 21,180,000 massa 23,277,000 
sy eL eA OT Be MR oe RS eae Uae MEP ME ASIIOD AL Sie Als TA ok MAN aa al DLT GRAB TAOOO [eras i ote Ge aos) ote CNA Re een an 
LEST ARAN A RD CLS DE REG I aN RM Ae I Peed NR tet a MN Soa WO Noay 532) 741 37, 500, 000 
Norse: The 1949 Budget includes $3,045,000 for conribution to the deficit of the I.C.R. and P.E.I.. 


Provident Fund, also $100,000 for contribution to the Grand Trunk Superannuation Fund Association. _ 
The 1949 Budget does not provide for any additional revenue which. may result from the hearings 
now before the Board of Transport Commissioners in respect of increased freight rates. 
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CANADIAN NATIONAL RAILWAYS 
ADDITIONS AND BETTERMENTS AND NEW EQUIPMENT 


: 1948 1948 1949 


‘ —- Budget Actual Budget 
be $ $ $ 
ADDITIONS AND BETTERMENTS— 

Atlantic Region (ee a Gul ene Pinte Maibach ae 1,909, 665 1,423, 850 2, 367 , 020 
ROM UEAT ARO OI Parl oe in tame CAMEO LLL SiC aku a tA wn A 9,916, 680 657674123 12,007, 383 
WESTEEN GER OM ION or Oo ae e UNE Pewter Rk MMR ea gun al 4,432,085 2,899,416 6,035,003 
Grand Trunk Western Railroad Company............... 3,468, 217 1,359,994 3,005, 678 
Central efimonts Ranway cites ee tk o Bowe Abie PERS 386,670 |(Cr. i 436,784 337, 843 
Sasi ial yy Oma lose s conto cei y a tteat halle Whcw «haa 1,376, 503° 885, 497 44,001 
Express, Telegraphs, and other Departments... hy 2,588,410 2,565, 218 4,306, 694 
Additions and Betterments to Equipment (Canada)... eins 2,536,435 9. 056, 329 5,216,528 
Honspment Retirements. oi ee OG reer Ss er: )2, 735, 665 (Cr.)3,587,325 (Cr.)3, 820; 150 


23,879,000 13,983,318 29,500, 000 
Less—Portion of projects included in the above require- 
ments not physically completed by the end of the . 
OEM Ct ar er eatery atten etl abun Ny ate Mat ay ctealsh i Bee 5) OOO OO Oia shinee titra as 5,000,000 . 


_ Total—Additions and Betterments............. 18,879, 000 13,983,318 24 , 500, 000 
New iui pie 
1946 Programme—Financed UNGEE/ UEUSh SELLS vey ee eels Perle eae CIR Mes a pr OO | Aerob net aes A ge 
1947 Programme—Financed under Trust Series “‘S’’.....).............. 25 ODO SSON Lee settee REN 
1948 Programme TEMS Y ie Re eam LMT STMT toe) LRU Na LAR 59 DOO OOO: Hii 8 SERBS PEACE vai LON ea ar 
Miscellaneous Equipment: so eee. 86 SA a 1,371,000 1, 226) 688 eae ia ra rae Ms 
ELT SUS CULO OLE Tere rae ine os UNS SRO MURS We IR IUE AG ant IRE aU lo EU, ANS RAPS Torna pall ss 
1949 Programme (Details on page 4) Br rie $30,337, 138 
Ikessmbrustaseries eo iach any sees 22,500, 000 ig 
7,837, 138 
Miscellaneous Equipment............ LA Pate, SARs. joerc AI RUM a Ae ACB ARGS EET RU ate 8,700, 000 
Motali-New Bauipmient. (85 eg Me Ne he, 60,371,000 | 49,184,949 8,700, 000 


co 


SESSIONAL COMMITTEE 


148 


000 ‘00s ‘6z 
OST ‘028‘E “ID 


166 ‘TSF ‘Z 


109 ‘E26 


CEI ‘860s 


082 ‘TS 


620 ‘$2 


813 ‘E93 
0&2 ‘861 
682 ‘9ES 
262 ‘18h ‘S 
E78 SST ZS 
116 ‘82LF 
18S ‘89E 
000 ‘LZ ‘T 
GZI ‘889 
£06 ‘402 ‘T 
OIS ‘ZE 
166 ‘ZS 
000 ‘98 
280 ‘F68 


999 ‘82a 'Z 


640 ‘60'S 


18IOL 


eee eee 


SL0°LPL‘S 


OST ‘0Z8‘e"40 
82S ‘912 ‘¢ 
GOP ‘80S 
100 ‘FF 
669 ‘LLP 

a 


Ce 


166‘ 18h °S 
109‘ £16 


Syis 0) lel ee 6 perce e@ ene 
ee 


Ce ee 


a ee 
Ce 
Cr re ee re er 


rr 


i ee ee er 
ie te ee et Ge ee 
Ce ee 
Ce 


ee ee er 


Ce er ee 


19430 


6 (e"'ey sa te 9 Se emer wipe, ere 


9 Verde 0 6 eee, ee 58 


Ce ee 


ee ee 
2 


#\-0 de: ete @ <6 00) Sows. 6 
Ce 
ste ec suetebenp rere ie ete te 
@ feeb 0) 0 ede 6 ww epee 


eC ee 


Ce ee ed 
er) 
CaS Rm am Wa Met Jae iar tO Yaar 3 
© 0 00 0-0 9 9-0 010 Visoe es 
ee ee Se 


Ce 


Ce ee re er 


ABMITCY 
1UOULIO A 
[erqUe_) 


ee ee ed 


tele ke 6 ses be 9 8 


CT 
COT hee et SM et Meet et eet Pe Ta et 


CSO Chat Wee Vor ee ee 


Se 
Ce eS 


eee eb 6 we ee a 


Wiley (a> 60? orm 08) oer 640 


LOT ‘LST 
006 ‘6T 
566‘ F8S 


Bireie e500 ~6ve_c'0 9 <6 -s 


eee eer sev ower ees 


00€ ‘G9 


Sour'y 
U10}S9 (4 


yunIy, puvry 


Ow 6s se wel ete! e cele 


£00 “0 ‘9 


eby Biel ace’, “e) elf 0 a Yes ae) re )-se 
ei ane ©) eee} 6 2 be ole 
CC eC met ar a er Yr Te i oer Be 


ry 


Ce ee eS 


Ce rd 


0SZ ‘92 


eee eee eee eee ae 


009 ‘6ST 
00 ‘SLT 
686 “FOS 


UOISO3T 
UIO}SO AA 


© 6 We m6 efe co 06 6s © 


€88 *200 ‘ZT 


Co ee er 
AD eye hel,.0, elven SheraMatee ye 


OOF ‘FOT ‘T 
000 ‘Sz 
000 ‘68 
$16‘L10‘S 
019 ‘26 
086 ‘LZT 
89 ‘E26 ‘T 
E28 ‘SST ‘SZ 
OFL‘ZbE 
188 ‘681 


Cee er 


PES ‘99S 
899 ‘678 
F¥0 ‘6EL°T 


UOISOYT 
[e1}U9D 


to celate ter ene .s.6 10 16. 8,70 


eer orn Wile ere Yer wat Macatee 
re gk ec Mr otk Po 
Ce 


o16).0w 8 (e lee. «. oe Teor © 


eine Meise) ese 6) \s) ene e656 ie 
CC i 


Ce i er er er ry 


Oma Set fata een ge er ar 


ererave 0) ¢ ee ena) es Mens 16 
ee) 
ee it fee Pt Test Tia Cet Pat ec | 


ee er 


L¥8 ‘661 
OF8 “EZI 


uOIserY] 
oryuBy}V 


Ce 


Sat Tete 0 she wo Kee) 0 ise 


‘“6F6I ‘TE Joquiedeq 
Aq poezetduioo AT[eoisAyd oq Jou [[LM YoIyM sjueUr 
-olInbel aA0qe¥ oY} UI papnyzour syooloid Jo uoTj1og—ssaT 


ame Pap eee te SINGNUGLLAG GNVY SNOWIGGY GALVWILSY IVLOT, 


Cie h. wnelyeneareere 6 sa. Winc~ CLaien® wean ees «Wie S}UIUIOIT}O YY quowdinbay 
SO Te ope quewudinby 0} sjyueurlte}j0gq pus suolIppy 
Se er PROC ie Sc eet PS are oe LR RSET OSL DRT eae S]210]] 
eo) 6s, 30), 0g dbl seats Bele U0, @eneherl ete 6 6 8 aia 66-62 bs Ane sorueduloy Aretpisqng 
2 Seto Seg Pere ee Ser Me quowdinby SNOOUBT[SOST|, Puw ssoidxy 
‘ SOINUSSUIZUOZ puw SJUSUIIEVJEg pueB SUOTJIPPY [B10Uer 
SNS pe Drank ee ene AME er ee ta ee eS rea ee be Se ee Len 8 uv. 
ie eet Pee ees ene See 
Op) 6) 6) Whee). 6p 6} te Onienis. a) Ud 6) 6 S18.6 eetietd 6 6. aera, ace é ABVMIIBY —SYdIZE]O T, 
of, Owes et, Goes 6. BL.0 6) eS, 6. ome erlene, bone. eh fi vile etele en S19 4Y9O]10}UT pue S[BUZIC 
SRR NR ty meme nicoe ni Sor dee gic tas eee fre ssee esses gIORBAOTAT UTBIN 
Ret eR ee RR at Saha aie ee SOAIeYM PUB SYOo 
Re eae Ieee: Soe ALOUTYOV I] pus sosnoyoutsuy ‘sdoyg 
pals hae (EW akend eae ae a eA Ee suoneig Jong 
wre. .8- 0 (OLON PL Seen e 6. ¢ 640 6 10 $406 a0ie 06 Gne S06 we) BEOne 6.0. 06.16 95ers. & sorjddng 1078 MA 
Manes oie Sue ae PE ae aoe SOrT[IOwT UoTVeIG pus suCTeIg 
Se 06.aa 16,16 <6 e056 ORs 6. .8/NOy Oe (oD eet ee bres a Cae sutpling 19) 18 7@) [ee1} U0 PL 
théletene 4 6c. évere, © Us\irie tere sce se. este UOI}00}01g SUISSOID) pues ABVMYSIFL 
Sega an eS a sjouun J, 
Ct CRCa) cicmt art rate Cat ae et ee MURTY x bd S}IOATND pus SO]}SOLT, ‘sosplig 
CCAS 6) 2°46 05 6-8 CAe- we One 670. 6 ete 6 6 Ore oa ene to -baeue, ene SOUIYOR IL ACM PBOY 
© ©, Boho 6 0'0ym 26 Oe ONC. 626 UE 68° 6: eRe 10, 6.0 tae @ SSUIPIG pue SYOVIL], piex 
Bp Ou.e 10.46; .0-_e pth othe ep epee tee 6 SIOMOG pus eseulviq ‘Bulyoyiq 
EMSS De ee eet oh ne YOM) pus s][VAA Suturez,oy ‘dey-dry 
Cpe! 0 ie 2 U6. Uae fr .eh 6, owe. .0 6&0 9.6) wee ke 10 Pe) 0. 7-6 b 05628 SILA pues syny SUIUSPIM 
ra RET Ee eee ee re ee qeulTeq 


@ le 0-0 4 0) 076-6) 6-01 80 enero €.16 0 ©-d) 0-08 «0. 6 “s10youy [ley pues 89}8B[q OL 
eee ere ree eee er oree eoeeee “SSULUOISB pues SIV yy 


—SINGNYALLEG ANV SNOMIG@Gy 


LNOOODY IVLIdV() OL AIXVOITdd VY SINGTWNAYILAY Ssa'T SHUOLIGNGAd XY 


6r61 UVAA—LUOGNA SLNAWUALLAd GNV SNOLLIGGV 
WALSAS SAVMTIVE TVNOLLVYN NVIGVNYV) 


Oo a ee 


fA 


RAILWA YS AND SHIPPING. 149 


CANADIAN NATIONAL RAILWAYS SYSTEM 
NEW EQUIPMENT 


~Canapian Nationa, Raipways SYStEM— 
| 1949 PrRoGRAMME— 
20 1000 H.P. diesel switchers 
4 3000 H.P. diesel road engines 


REVOTE OF EQUIPMENT AUTHORIZED IN 1948 BupGET— 
500 50-ton box cars (G.T.W. Lines) 
300 40-ton automobile cars. 
500 70-ton gondola cars 
300 50-ton overhead refrigerator cars 
50 50-ton overhead refrigerator cars (G.T.W. Lines) 
490 60-ton flat cars 
2 135-ton depressed flat cars 
10 steel cabooses (G.T.W. Lines) 
| 25 air-conditioned coaches 
| 20 sleeping cars 
f 50 overhead express refrigerator cars 
50 baggage cars 
EQUIPMENT ON ORDER FOR NEWFOUNDLAND RalLwaY— 
6 locomotives 


i 50 flat cars. 
| 8 coaches 
Total cost, including Sales Tax and Inspection Charges................ $30, 337, 138 
Less ‘amount of proposed Equipment Trust Issue...............-.. 22,500,000 $7,837,138 


MIscELLANEOUS EQUIPMENT— 
25-ton cranes with 13 cubic yard buckets 
20 air dump cars, 30 cubic yards capacity 
11 snow plows 
15 water transports constructed from salvage 
fire fighting unit constructed from salvage 
rubbish cars constructed from box cars 
cinder cars constructed from box cars 
scrap cars constructed from box cars 
units of work equipment constructed from box cars 
units of work equipment constructed from troop sleepers to be 
purchased (G.T.W. Lines) 
water transports (G.T.W. Lines) 
250-ton wrecking crane (G.T.W. Lines) 
instruction car constructed from old coach (C.V. Lines) 
Total—Miscellaneous Equipment........... $ 862,862 


GRAND: DOTALL 708 fa hs tae $8, 700, 000 


he re DO OwWnNnNondre 


_ Equipment to be delivered in 1949, being part of 1947 and 1948 programmes. To be financed through 
; Trust Series S and T.— 
1947 Programme: 18 660 H.P. diesel locomotives 
68 overhead refrigerator cars 
1948 Programme: 72 50-ton box cars (G.T.W. Lines) 
700 40-ton automobile cars 
500 70-ton hopper cars 
75 8000-gallon tank cars 
20 1000 H.P. diesel-electric switching locomotives 
6 Da YL Wg AV a ali a $12,922,582 


CANADIAN NATIONAL RAILWAYS 
Construction or New Brancu Line rroM Barravte To KiaskK Fatis, PRovINCE OF QUEBEC 


AUTHORIZED UNDER STaTuTEs or CanabDA 10 GrorGe VI CHaArTeR 41 
ASSENTED To AuGusT 31, 1946 


SCHEDULE OF ACT 


Estimates 
} 
/ Location Mileage Average 
pe Re d Expenditure 
eae per Mile 
$ $ 
From Barraute to Kiask Falls on the Bell River, in the Province 


BPRS OC EOF eT Netti fs cytes tah eins Bisa es sakls Behe allay Sy Seple: akoba be opie duels 55 4,125,000 75,000 
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The location surveys for the above line were completed in September 1946 
and contract was awarded to the lowest tenderer on December 26, 1946, namely, — 
the Therrien Construction Company Limited, for the clearing, orading, culverts { 
and trestles from mileage 0 to mileage 39: 02. . 


Up to December 31, 1948, the contractor completed alll of the clearing, 4 
erading, culverts and bridges. During the same period the Railway completed — 
98 per cent of the tracklaying; 90 per cent of ballast; 100 per cent of automatic — 
signals; 100 per cent of telegraph line; 50 per cent of stations, freight and express — 
buildings; 100 per cent of temporary section-men’s dwellings; 90 per cent of © 
water tanks and engine watering facilities, and 25 per cent of the right-of-way © 
fencing. . 

$2,621 ,477.74 has been expended on the line under the authority of this Act | 
to December 31, 1948, of which $1,414,549.18 was the expenditure between 
January 1, 1948 and December 31, 1948. 


Durie the calendar year 1949 it is anticipated that. the Railway will © 
complete the final surfacing of the track up to mileage 39-02 and complete the | 
erection of permanent section houses, fuel stations, and other buildings. } 

Construction work has so far progressed as to permit of opening of the line — 
during the month of February 1949, and this has been authorized by Order Now} 
71982 of the Board of Transport Commissioners. 


The estimated expenditure for the calendar year 1949 is $612,890. 


CANADIAN NATIONAL RAILWAYS : 
ACQUISITION OF SECURITIES. AND RETIREMENT OF CAPITAL OBLIGATIONS 


1948 1948 1949 
Budget _. Actual Budget 


Toronto TERMINALS RaInbway— 
Joint with Canadian Pacifie Railway Co.: 
General Additions and Betterments— ie i 
CONTR. Proportion \ DOG iis Vie fui dh eran enna at D000 Mi ea tae tga maree a 90,000 © 


NORTHERN ALBERTA RAaILWAYsS— 
Joint with Canadian Pacific Railway Co.: 
General Additions and Betterments— 
INE TUNide POPOL UIONL OP Voi aide eee hae anode 375, 000 675, 000 400,000 © 


CHICAGO AND WestTeRN INDIANA RAILROAD— : 

Advances under agreement of March 1, 1936............. 172, 200 176,857 180, 000 
ATLANTIC AND St. LawRENcCE Rar~ROoAD— ; l a 
Purchaseiot Capital Stock iy seee a ey jeu pene es sae ds 5,000 14,520 5,000 © 


MontTREAL WAREHOUSING CoMPANY— ; 
Pnrehase of Capita Stock isi tee ee ON eI UR Sat a TESOG: Pee ee 


Final Payment to State of Michigan re Wider Woodward Be 
A enite ss TIebraTES eM a See hl be SALW ci a AEP eas 430, 000 ASOSG GO| iin se isan re ' i 


PEI pie ASS Iaith TAN SLAs a te WY Rena $1,500, 000 
1949— Repayment of aan Bane i fake 1,500, 000 


Dominion TELEGRAPH SECURITIES, LimiTED— 

Purchasing of remaining interest in the lease (expiring in 
1978) of the properties of the Dominion Telegraph 
Company, the rental payable by the Canadian 
National Telegraphs under said lease ‘being $62,500 ' 
jOYEUAMC ROT ORTS 8a PMBh HER IRL UM ie Sli AAbis Su Maite UN A/T Ano MRAP aime Ae dF OAL eat) ARM as al Jk 8 1,017,000 


1,007, 200 1, 298,846 1,692,000 } | 
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& : fs . CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 
| | ; 1948 1948 1949 
Budget Actual Budget 
$ $ $ 
OPERATING BuDGET— 
GBETatING Le VENUCRy iil fo rk Cio Oe Uh i MO St adda. 6,998, 500 7,964,719 6,549, 000 
COBOTA LING XDOCHSES i bac ulin: eens: Wars a lacy acer tthe p8 5,929,632 7,320, 614 6,451,000 
Net; Operating Incomes.<.3 us iie eA ale ee 1,068, 868 644, 105 98,000 
Vessel replacement TU OATHING Se foe cet cee Fee elias 90, 000 85,733 105, 000 
Interest Requirements on 5%—25 year Bonds due 1955, 
principal amount $9, 400,000. 3. oe ee 470, 000 470, 000 470, 000 
Interest on Government Notes and Advances. . oleae 98, 868 93,794 93 , 000 
PDUs Mecsas ues ane ON tr esa Hea eaten Lleol aS. Wud ae 590, 000 LOG O44 Te ec ee awa 
MIE TTOLES a ars Cae Se ty en et a eram Se Wa Lanka SS GRURRID ys CURR Ee) BOW MOL goed CA ie ira Ree 360, 000 
CapiraL BUDGET— 


renner 1 ICC LOLIMEN Dei Cy aR NE Tes te Nodes Silene wags ete nl patina BO OOO! ey i ae ete RN gar Ae ar A 


Sek JacKMAN: You take that amount of $15,738,000 which is available 
from reserves for depreciation and debt discount amortization, does the debt 
discount amortization amount to very much of that figure? 


Mr. Coorrr: No, it is not a substantial figure. 
Mr. JAcKMAN: It is not? 


: Mr. Coorrr: I would not say so. Apart from the special item to which | 
I have referred it would be of the order of between $400,000 to $500,000. The 
‘item $15,738,000 is substantially all depreciation. 


; Mr. JAcKMAN: Would it not be possible for the railway to limit its depre- 
ciation allowance and apply it to a reduction in capital requirement? 


Mr. Cooper: On that point, Mr. Jackman, I would think that the most 
informative answer I could give you would be to take our capital requirements 
over a period of years. I am sure you all have the impression that we require 
very substantial amounts of capital money year by year. I have taken off 
the figures for the period 1932 up to the end of 1947, a period of 16 years, to 
find out how much we increased our capital debt in that period. JI am sure 
there is no member of the committee who could guess even approximately close 
to the figure because surprising as it may appear to you, in those 16 years 
instead of increasing our capital debt we reduced it by $20,000,000. I am 
speaking of the funded debt in the hands of the public ‘and. also including all 
the money borrowed from the government on capital account, and in the whole - 
period of 16 years we reduced our capital debt by $20,000 000. 


: Mr. JAckMAN: May I suggest to you that that happy result was because 
of the fact that you are not subject to excess profits tax and income taxes, the 
“same as other major business enterprises are. 


Mr. Cooper: There are two factors involved, Mr. Jackman; one is the fact 
that we have been setting aside substantial canes of depreciation—it is in 
the neighbourhood of $117,000,000 in this period; and the other is, of course, 
the wartime profits which amounted to $112,000,000. In addition, as we men- 
tioned yesterday, we made a gain of some $19,000,000 on the repatriation of 
securities, and these things in combination have more than sufficed to provide 
all the 7 es expenditures of the Canadian National Railways in this sixteen 
"year period. 
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Mr. JAcKMAN: But you naturally have not been subjected to the excess — 
profits taxes and the income taxes which have to be carried by the private 
corporations. We could appreciate your position much better had you been 
doing business on the same basis throughout the wartime as any other company. 
It would give us a better basis of comparison if your operations. were brought 
more closely in line with the operations of other companies. I am not depre- 
ciating at all the very splendid contribution you have made during the war, 
but at the same time you had certain advantages which other companies did — 
not. 


Mr. Cooper: May I say this to you, Mr. Jackman, on that point, just to 
earry back to the point you have made. So long as we do not earn our fixed 
charges there can be no question of income tax. Naturally we made large — 
profits in the years 1940, 1941, 1942, and 1943. Those were war years, and 
we had substantial profits. But we would have been entitled for tax purposes 
to earry forward our losses from the previous five years and thus substantially © 
to have reduced our tax liability. On this question of taxation I think I am 
prepared to say this: that the Canadian National Railways has no objection — 
to being made subject to taxation so long as we do not have to carry fixed | 
charges which are disproportionate to our earning capacity. I say that the 
National Railway is desirous of being subject to income tax, so as to be operating — 
on a basis common to other railways, provided our fixed charges also are put 
on a parity with those of other railways. We cannot be subject to all the 
disabilities and receive none of the advantages. 


Mr. VaucHAN: Our competitors have very decided tax advantages in some 
directions which we have not got. Of course we also pay very substantial sums 
to the government in the way of sales taxes and duty. 


ys 


Mr. Cooprr: Even in the war years we had to pay back to the government 
everything we made whether it went through the Department of National 
Revenue or whether it went into the Department of Finance. | 

Mr. JACKMAN: I know. ra 

Mr. Cooper: The result was the same. 

_ Mr. Jackman: I was only analysing what you say. Mr. Vaughan does not — 
mean that the rates are higher than those which apply to the Canadian Pacific. — 

Mr. VaucHan: The Canadian Pacific has certain exemptions in various _ 
parts of the country, provided for in their charter. Such as from Winnipeg west — 
to the Rocky Mountains. In Winnipeg alone we pay over $300,000 per annum in 
taxes. The C.P.R. I understand pays only a token tax of a few thousand dollars. 
Mr, Cooper: When we give a wage increase of $100 it costs us $100. When } 

the Canadian Pacific pays $100 in increased wages it only costs them $67. 
Mr. JACKMAN: That is one way of looking at it. 
Mr. Cooper: It is the factual position. 


aes _— 


ee 


a little bit bad. 


Mr. Hazen: Where does the balance that must be paid for the Aviation 
Building show in this statement? 
Mr. Cooper: It is shown on page 3A, Mr. Hazen, about halfway down. It _ 
is under the heading of Central Region, the Montreal office building, and the — 
amount is $2,152,000. 3 


Yon. Mr. Cuevrter: Is that the amount required to complete the building? — 


F 
Mr. Jackman: Unfortunately it is, and that is perhaps why the system is { 
: 
' 
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_ Mr. Cooprer: Substantially, yes. To be precise the entire amount is not 


-chargeablle to the Aviation Building proper. Some of it is chargeable to asso- 


ciated railway work. Some of it is chargeable to the connecting building, but I 


can give you the figure. Of the amount I mentioned $1,627,156 is chargeable 
directly to the International Aviation Building. 

Mr. Warren: Mr. Cooper, you made the remark a moment ago that a $100 
raise costs the C.N.R. $100 whereas it only costs the C.P.R. $67. How does that 
come about? 

Mr. Coorvsr: If we spend $100 it increases our expenses $100. If the C.P.R. 
spends $100 it increases their expenses $100 but they get a reduction through 
their taxes because operating costs go to reduce their taxable income. 

Mr. Hazen: On what hotels is the $508,000 to be expended? 

Hon. Mr. Curvrier: Some of it is to be spent on the hotel in Edmonton. 

Mr. Coorver: There will be spent on the Nova Scotian $5,100; on the Char- 
lottetown $15,000; on the Chateau Laurier $12,914; on the Fort Garry $4,578; on 
the Bessborough $73,000; the Port Arthur $53,565; the Prince Edward $34,000; 
Jasper Park $85,698; the Vancouver hotel $24,550; and there is also included 
$200,000 as an expenditure to be made in 1949 with respect to the extension of 
the Macdonald hotel at Edmonton. 

Mr. Hazen: Is that going to be a new development—I am speaking of the 
extension to the hotel at Edmonton? 

Mr. VaucHan: Yes, it will be when it is proceeded with. It will be an 
extension to the existing hotel to take care of additional accommodation needed 
in Edmonton as the result of growth of that city. 

Mr. Hazen: Does that hotel pay? 

Mr. VauGgHAN: We have a statement here showing the figures. 

Mr. Cooper: In 1948 the net revenue after taxes was $119,000; in 1947 it 
was $149,000. 

Mr. Hazen: Does that allow for interest? 

Mr. Cooper: It does not include interest. 

Mr, Hazen: Nor depreciation? 

Mr. Cooprr: No sir. 

Mr. Hazen: How many new rooms will this wing have? 

Mr. VaucHan: Approximately 300 rooms—a few less than 300. 
Mr. Hazen: Extra rooms? 

Hon. Mr. CHrEvrier: Yes. 

Mr. Hazen: I do not want to encourage you to make expenditures but it 
seems to me that sometime the face of the Chateau Laurier might be cleaned and 
it would improve the appearance of Ottawa. It is certainly getting very dirty. 

Mr. VaucHAn: What part of it are you referring to? 

Mr. Hazen: The outside. ! 

Mr. Vaucuan: That might be a sandblasting job and some day we may get 
to it when money is plentiful. 

Mr. JACKMAN: What do you do on the overall system of hotels? 

- Mr. VaucHuan: We make a ilittle money. 

Mr. Cooper: $915,175. 

Mr. McLure: What did the Chateau make? 

Hon. Mr. Cuevrier: That is net after payment of taxes, the $915,000? 

Mr. Cooper: Yes, sir, after expenses and taxes. 

Mr. Jackman: You do pay municipal taxes to Ottawa on the Chateau? 

3420623 
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Mr. Cooper: Yes. 


Mr. JAcKMAN: At a regular rate? It is not an arbitrary rate fixed by the 


Crown but it is just as if you were a private corporation? 
Mr. VaucHan: We pay municipal taxes in every city on our hotels. 

Mr. Cooper: We paid $95,000 at the Chateau. 

Hon. Mr. Cuevrier: Is that figure reached by agreement or by assessment? 

Mr. VauGHAN: By negotiation and assessment. 

Mr. Hazen: What did the Edmonton hotel cost? 

Mr. Cooper: It cost $2,302,000. 

Mr. JAcKMAN: How can I get in my mind, Mr. Cooper, what your figure 
for depreciation on that hotel in Edmonton for last year is? How much do you 
write off for replacement or renewals and how much do you charge for operation 
for the year? 

Mr. Cooper: I would have to get a detailed account on that, Mr. Jackman. 
The occupancy of the Edmonton hotel is 96 per cent, which is an unusually 
high occupancy. | 

Mr. JAckMAN: It could not be much better. Did you find occupancy in 
the system of hotels dropping very much towards the end of last year, or is it 
dropping currently? Is it off very much? 

Mr. Cooper: At the Chateau in 1947 occupancy was 84 per cent. In 1948 
it hee per cent and that would mean 3 per cent less occupancy in 1948 than 
in 1947. i 

Mr. JACKMAN: You find this tendency is for occupancy to go down just now? 

Mr. VauGHAN: That is correct. 

Mr. JAckMAN: Have you any idea what the breaking even point on occu- 
pancy, considering the higher costs we have now as against 1939? 

Mr. VAuGHAN: We have the figure in Montreal. 

Mr. JACKMAN: We will say that occupancy was 65 per cent in 1939, have 
you any idea what the breaking even point would be now? 

Mr. VaucHan: I would say the breaking even point would be up around 
70 to 80 per cent. 

Mr, JackMAN: After that you would start losing money. 

Mr. VaucHaAN: I would say we would not make money. . 

Mr. Coorrr: The Charlottetown occupancy was 59 per cent and we made 
$20,000 so it is pretty hard to say what the break even point is. 

Mr. Vauauan: The expenses at the Charlottetown can be adjusted very 
quickly as it is only a small hotel. 

Mr. Huynxa: What about the Bessborough hotel in Saskatoon, is that 
making money? 

Mr. Cooper: We made $100,000 at the Bessborough. 


Mr. Hazen: There has been some dropping off in hotel business in the 
last. few months? 


Mr. Coorrr: The revenue of the hotels in 1948 increased from $7,800,000. 


to $8,300,000. : | 

Mr. Hazen: I noticed in the annual report of the Windsor hotel that the 
president said: “Reduction of earnings reflected a downward trend in hotel 
patronage evident throughout Canada and the United States and this became 
more pronounced in the closing months of the year.” 

Mr. VaucHan: That is correct. That is our experience. 

Mr. Hazen: I suppose we can look forward to a further downward trend? 


Mr. Cooper: The fact remains that in 1948 our revenue increased by 
$567 ,000. 


ei 
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Mr. Hazen: The report of the Windsor hotel continues: “Costs continue to 
rise—”’ | 
Mr. Coorrr: That is true. — 3 
‘ Mr. Hazen: “—and it was not practicable to increase prices for rooms and 
services in proportion to those rising costs.” Was that your experience? 
Mr. Cooper: Well, we wrote that very same statement into our report, 
Mr. Hazen. Ree 
” Mr. Hazen: About the hotels? 
4 Mr. Cooper: We say “Increased operating revenues of $567,000, due prin- 
cipally to higher rates for rooms and meals were not sufficient to offset the 
increase of $943,000 in operating expenses’. It is the same in the hotel business 
as in the railway business, and in almost every other business. 
; Mr. Hazen: The Windsor hotel report continues: “In the light of these 
conditions the company modified its program of modernization and renovation 
_ and future work in this direction will be governed by changing circumstances”. 
: Mr. Cooper: That is the Windsor hotel and that is what the directors are 
_ telling the shareholders. 
a Mr. Hazen: You do not appear to be modifying your program when you 
go ahead and spend $210,000 or whatever the figure is on the Edmonton hotel. 

Mr. VauGHan: The situation is entirely different at Edmonton. Edmonton 

is a place which is rapidly growing, probably the most rapidly growing city in 
Canada, and people are sleeping in the corridors and all over the place. The 
accommodation at present is not nearly sufficient and it looks as if the popula- 

. tion will continue to grow. We, having the only modern hotel there, are 
about the only ones that can provide hotel accommodation. 

Mr. Mutcu: Would it not be correct to say that if the hotel in Edmonton 

were twice as big as it is in the light of the percentage you turned away last year 
your percentage of occupancy would be on all fours with your average volume? 
Mr. VaucuHan: I think that is correct. 

Mr. Murtcu: I know what it has been since 1939. 

Mr. JAcKMAN: Is it a reasonable question to ask first of all in your exper- 
ience with the railway has the hotel owning business been a profitable one and 
if it has not been too profitable why should the Canadian National Railway 
feel it incumbent upon itself to take care of the expansion in Edmonton? Why 
- not leave it to private capital? Is the outlook not so promising that private 
- interests want to take the responsibility of investment in the hotel business? 
Certainly there is plenty of money going into Alberta and I should think there 
_ would be plenty of capital available for the building of a small hotel there. 
ad Mr. VaucHAN: We are waiting to see whether the new hotel about which’ 
they talk is to be proceeded with. With respect to the first part of your question 
as to whether the hotels generally have been profitable, I would say that it 
- depends upon how you look at the situation. In dollars and cents we have not 
made a great deal of money on the operation of our hotels but those hotels were 
constructed originally to provide traffic for the railways and they have provided 
considerable traffic. In a city like Edmonton I presume that one way and 
another we get perhaps $10,000,000 worth of business. We have many lines in 
: an out of there and it is an important rail centre for us. 
| Mr. Jackman: If the other railways in Canada were not in the hotel owning 
- business and thereby directing traffic to their own particular railways, would 
' you feel obligated as it were to go into the hotel business? | 
i, Mr. VaucHan: That would depend entirely upon conditions. Jasper was 
built specially to take care of accommodation for railway traffic. There was no 
place that people could stop off on our line in the mountains and so we put up 
- the hotel. It has turned out to be a profitable venture not only as far as 
si 
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passenger traffic is concerned but with respect to the actual operation of the 
hotel. Railways are obligated to do many things that bring indirect traffic and 
profits which do not appear in the operation of the particular facility under 
examination. 

Mr. Mutcu: Would it be fair to say that you get Be seh in other hotels as 
a result of traffic which visits Jasper? 


Mr. VaucHAN: That is true. es, 
Mr. Murcu: People are able to break their journey at suitable spots. 
Mr. Vaucuan: Yes, and they spend a great deal of money in Canada. 


Mr. Picarp: Is it not the practice of some of the American lines to iNeed 
hotels? JI am thinking of the Santa. Fe? 


Mr. Vaucuan: The Santa Fe may have a hotel in the Grand Canyon area. 

Mr. Picarp: They are operated for the same purpose—that is that the 
railway may bring people to a given point. 

Mr. VaucHan: Yes, but the American railways have not gone into the 
business to the same extent as have the Canadian railways because it was not 
necessary for them to do so. Private interests in the U.S. were willing to risk 
their capital in the hotel business to a greater extent. 

Mr. Picarp: At some points however the railways have done so. 

Mr. VaucHan: In England I think most of the good hotels, outside of the 
ones in London, are owned and operated by the railways. : 

Mr. Hazen: It might serve a useful purpose, I do not know, if I were to put 
on the record what was said in the report of the royal commission that inquired 
into railway transportation in Canada. The commission was presided over by 
The Honourable Lyman P. Duff and it is dated September 13th, 1932. The 
investigation covered a rather prosperous nine years. On page 66 Mr. Duff 
says: “Hotels belonging to the Canadian National show an actual operating 
loss of $2,130,924 in the nine year period. If interest on investment and an 
adequate sum for depreciation are included those losses will be substantially 
increased.” 

He went on to say on page 67: “The C.N.R. is steadily increasing its Invest- 
ments despite increasing losses.” It seems to me it has gone on making losses 
since that time. 

Mr. VaucHan: I think that report covered the depression. period. 

Mr. Hazen: No, no, it covered nine years which were prosperous years, and 
a more or less comparable period. 


Mr. VaucHaNn: That statement is borne out by what I said a few ie 
ago. The hotels taken by themselves have not always been a profitable venture 
but when you take into account the direct and indirect advantages they have 
been to the railways it can be said they have been of valuable assistance. 

Mr. Hazen: I do not think that was the view the commissioner took and I 
would like to quote again from page 72. This is what he says: 

Whether on the grounds of policy or reasons which may have seemed 
convincing at the time, the fact remains that very large sums have been 
invested in hotels which were not justified from any point of view. 
Investments which could have been avoided if there had been a spirit of 
co-operation on the part of the management of both Systems. It is a 
deplorable example of wasteful expenditure of public and private money 
and one that places a permanent and serious financial burden upon both 
Systems. 


Hon. Mr. Cuevrier: That report, Mr. Hazen, is about 20 years old now, 
and I presume that if the Duff Commission were to make a report about condi- 
tions in Canada today, their conclusions might be somewhat different. 
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4 I refer now particularly to the Chignecto Canal Report about which my 
; friend Mr. Hazen is very much interested. On three occasions commissioners 
have reported against the building of the Chignecto Canal. It may be that if 
a commission were to be set up today, their report might be different. Such 
has been found to be the case on a number of matters, and although I do not 
like to use the word “fair” indiscriminately, I do not think it is quite equitable 
_ to take words from a report which is dated, almost 20 years ago and to apply 
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them to conditions as they are today, because conditions have changed a great 
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deal, I think. 

: Mr. Hazen: I cannot see that at all. I would like to have this statement 
go on the record: That I cannot see any possible connection between the — 
management of hotels by the Canadian National Railways and the construction 
_ of the Chignecto Canal. I suggest that the minister has gone very much out of 
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_ his way when he brings up that matter. 
' Hon. Mr. Curvrier: May I say this, too? 
‘ Mr. Hazen: Please let me finish my statement. 
‘ Hon. Mr. Cuevrier: All right. 
Mr. Hazen: I have not the facts before me in connection with the Chignecto 
Canal at the present time, but my recollection is that, shortly after Confedera- 
- tion, or at the time of Confederation, the construction of the Chignecto Canal 
_ was placed as either number three or number four on the list of work that the 
~ dominion government should undertake. 
q Hon. Mr. Cuevrier: The reports having to do with the Chignecto Canal 
_ were made by both governments, and I have put them on the record during the 
- discussion of the estimates on more than one occasion. 
4 My only purpose in referring to them—and I might refer as well to the 
_ Archambault Surveyer report, which is a comparatively recent one, and to many 
_ other reports wherein conclusions were reached having regard to circumstances 
' which existed at the time. That is why I say to you that a report which was 
_ made 20 years ago hardly applies to conditions as they exist today. I think that 
is a fair statement. 
a Mr. Hazen: Mr: Chairman, I am very glad that you have the matter of the 
~ Chignecto Canal in mind, and I hope that you will take some action about it, 
~ and give it some study. 
Mr. Mutcu: Might we not get back to dry land now? 
Mr. Nicuoutson: Could the president give us the amount of investment in 
hotels by the Canadian Pacific in comparison with the Canadian National 
_ Railways? | 
a Mr. VaucHan: I do not think we have the figures here, but I believe their 
_ investment in hotels is about double our investment. These hotels, of course, 
_ have proven themselves very valuable to Canada in many ways. For instance, 
what would Ottawa do without its Chateau Laurier? What would Halifax have 
' done during the war without its Nova Scotian? What would Vancouver have’ 
done without the assistance which the railways have provided in the way of 
hotel accommodation. 
4 Mr. Jackman: The United States seems to have got along without it. 
p . Mr. VaucHan: We have brought hundreds of millions of dollars into 
Canada through our hotel systems over a number of years. 
e Mr. JackMAN: Did I understand the president to say that the expenditure 
in connection with the Edmonton hotel would be $200,000? 
| Mr. Vavucuan: $200,000 this year. 
Mr. Jackman: And that would result in the addition of 200 rooms? 

Mr. VaucHan: I would say between 280 and 300 rooms. 


Mr. JAcKMAN: Is it possible to build a room for $700? 
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Mr. Vaucuan: No. That sum is put in there as the maximum amount we 
plan to spend on that hotel this year. You see, the plans are not completed. 

Mr. Jackman: You mean, about 300 rooms will eccnstitute the completed 
addition? : 

Mr. VaucHan: Exactly. 

Mr. JackmMaAN: But that is only about $700 a room according to this year’s 
estimate. What I do not understand yet is why the Canadian National Rail- 
ways should build an extension to the Hotel Macdonald in Edmonton at a 
considerable cost when the results of the ownership of hotels has not been good. 
. Perhaps you may answer me by saying that nobody else is offering to supply the 
necessary accommodation resulting from the increased activity. Of course, we 
are all glad to see that increased activity in the Edmonton area. But if nobody 
else is unwise enough to put up money to build a hotel, then why should the 
Canadian National do it? May I suggest that it is easier for your railway to 
come to parliament and obtain an amount of money for such a buildimg than | 
it is for a private syndicate to raise the necessary money publicly? I suggest 
that it is easier for you to get access to money than it is for others who might 
have to show success in respect to a particular venture. i 

Mr. VauGHan: We believe that if we do not build this hotel, it will seriously 
affect our business in Edmonton. And the interest on the amount of money 
that we are asking for is a mere bagatelle when compared with the total business 
that we do in the city of Edmonton. 

Mr. Jackman: Surely, the additional traffic which will travel over the 
railway lines because of the development taking place in Alberta is not poor- 
spending traffic. It will have plenty of money. It is a big and prosperous expan- 
sion which is taking place. So, if these people want service, why can they not 
afford to pay sufficient to a private company to put up a hotel rather than to 
have you go into this extension of the Hotel Macdonald and use the taxpayers’ 
money in spite of the fact that the over-all result, as far as the system is con- 
cerned at any rate, has not been such, apparently, as to warrant further capital 
expenditures? ! 

Mr. Emmerson: Is it fair to say that the experience of the Canadian 
National Railways in the hotel business in Edmonton has not been profitable? 
Has your experience been that you have been losing money? 


Mr. VauGuan: For several years we lost money on the actual operation of 
the hotel in Edmonton. But for some years past we have made a profit on the 
operation of the hotel in Edmonton. And according to careful calculations made 
by our hotel management, taking into consideration the occupation which they 
say we can get, we expect to earn sufficient on this addition to pay interest and 
depreciation on it. 

Mr. Hrynxa: Edmonton is my home city. I wish Mr. Jackman would make 
a trip out to Edmonton because I am sure he would be convinced that there is 
room in that city for both a publicly owned hotel and a privately owned hotel. 
Edmonton is the most modern city in Canada today; and anyone who has stopped 
at the Hotel Macdonald will agree that the hotel is really too small to take care 
of the business that is being conducted in that city. So, unless the Canadian. 
National elected to scrap the hotel or to continue with the small one as it is today, 
their only alternative was to build an addition to it. Otherwise they could not 
serve the public because the Hotel Macdonald is too small for the growth of the 
city. 
I am convinced, in view of the boom that is taking place in Alberta now, 
and in view of the outlook for the future, that Edmonton can stand improvement 
both in the Hotel Macdonald as well as in privately owned hotels, if anyone 
wants to go into that business there. 
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Mr. Jackman: What is the capacity of the Hotel Macdonald at the present 


eee 


time? 

Mr. Vauacuan: It has 186 rooms, I believe. 

Mr. Picarp: Could this matter not be classified as a public service as well 
as an improvement in the operation of the railways. Even if there be a small 


loss over a few years, could we not consider it as a public service in the way of 
providing hotels at given points on the railway? 

Hon. Mr. Cuevrrer: The Board of Directors of the Canadian National 
Railways came to the conclusion that they should, first of all, build an extension 
to the hotel in Edmonton in order to meet public demands for hotel accommoda- 
tion in that city. That is, in order to meet the increase in business at the present 
time as well as in the future. It cannot be denied that Edmonton and Alberta 
have a great future. Then, there was the desire as well to protect their own 
investment because if they did not take that action, which I think was an 
excellent one, probably somebody else would come along and put up a hotel with 
the result that their investment of $2,000,000 to $3,000,000 would have been 

greatly affected. EBT rama | 3 

Mr. Huynxa: How many rooms are there in the Hotel Bessborough at 
- Saskatoon? 3 
Mr. Watton: There are 248 rooms. : 
Mr. Hiynxa: There you are. And remember that Saskatoon has a ‘popula- 
- tion of only something over 40,000 while Edmonton has a population of over 
(121,000. 
: Mr. Vaucuan: The Hotel Palliser at Calgary has something between 400 
~ and 500 rooms. | 
a Mr. NicHotson: Even with the proposed addition, the Hotel Macdonald will 
{ not be as large as the Hotel Palliser in Calgary. 
4 Mr. Vavauan: No. sir. It will have nearly the same accommodation. 
: Mr. JACKMAN: You say there are 186 rooms in the Hotel Macdonald at the 
_ present time? 
4 Mr. VAUGHAN: Yes. 
: Mr. JackKMAN: And the contemplated addition is in the neighborhood of 300 
' rooms. Are you going to be able to service all these extra rooms? I have in 
- mind the accommodation in your-dining room and cafeteria, and so on. : 
: Mr. VaucHaNn: There will have to be some rearrangement of the present 
a facilities. 
a Mr. Jackman: What is the estimate on the 300 rooms? What will be the 
_ total amount that you will ‘be asking us for? What will be the total cost of that 
a addition? 

Mr. VaucHan: Something between $4,000,000 and $5,000,000. 
Mr. JAckKMAN: How much per room would that amount to? 

Mr. Vaucuan: About $14,000. 
_ Mr. Jackman: $14,000. And how many permanent guests have you got in 
_ the Hotel Macdonald now? 
i Mr. VaucHAN: We have not been encouraging permanent guests at all 
because we have so many transients. As in the case of many of our hotels, we 
_ have been discouraging permanent guests for some time. However, when busi- 
__ hess is bad, we are glad to have them. | 
_ Mr. Futron: It is a little difficult at the Chateau Laurier here to discourage 
_ permanent guests. 
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Mr. JACKMAN: They are not so permanent that they cannot be cured. It 
seems to me that $14,000 is a lot of money for the construction of a room, but I 
presume it is due to higher construction costs. What do you expect to charge for 
such a room? 

Mr. Vaucuan: I could not tell you that; I have not got the figures here. It 
has all been worked out carefully in our calculations. Of course, much will 
depend on whether conditions keep up as they are, as to whether the hotel will 
carry itself with a reasonable percentage of occupation. | 

Mr. JACKMAN: Let us consider the situation as it affects the other operations 
of the railway. You already have a first class hotel at Edmonton. Now, let 
us suppose that some other company puts up a 300-room hotel there. How 
would that affect the other operations of the railway, if somebody else were to 
put up a hotel? Where is the advantage in this indirect method? | 

Mr. Vaucuan: The situation at Edmonton today is one where there is very 
inadequate hotel accommodation, The chamber of commerce and other indus- 
tries and institutions there have complained very strongly about what they call 
oud dog-in-the-manger attitude; They say that we will not build an addition to 
our hotel and that no person else will build a hotel while such a strong institution 
as the Canadian National Railways has already a hotel there. The result is that 
the city of Edmonton finds itself without adequate hotel accommodation and 
the industries of Edmonton may divert business from the Canadian National 
Railways unless we do something about it. That is the indirect method in- which 
it affects us, Mr. Jackman. . 

Mr. JAcKMAN: So I take it that the chamber of commerce takes the view 
that because the Canadian National Railways already have a hotel in Edmonton, 
the result would be that private companies would find themselves, in less 
buoyant times faced by the fact that the Canadian National Railways had this 
hotel, and perhaps would be able to direct traffic towards that hotel rather than 
towards a privately owned hotel. 

Mr. VaucHan: When I am talking about traffic I am not referring only to 
hotel traffic. You are referring to passenger traffic. 

Mr. JackMAN: The latter part of your statement said it would divert traffic 
away from the other hotels. In your opening remarks on the subject you said 
the Chamber of Commerce had accused you of a dog-in-the-manger attitude. 
Apparently the difficulty there is because of the fact that you are a large corpor- 


ation; to use your own words, that no private company would start up because 


they feared your competition, particularly in better times. It would seem that 
private interests would not set up a hotel in Edmonton because of the strangle- 
hold you have on a large proportion of the traffic which travels over your lines 
which is automatically directed to the Macdonald Hotel, and would be auto- 
matically directed to the Macdonald Hotel rather than to some new hotel put 
up by private interests. What I am thinking of is this, the influence which a 
large hotel with unlimited public funds behind it would have in a situation of 
this kind. You are naturally going to look after your own interests in the hotel 
business in a city like Edmonton which is one of the fastest growing cities in 
Canada today. That influence is such that no private company wants to try it. 
That is why I raised this question of the C.N.R. monopolizing the hotel business. 

Mr. VaucuHan: The C.N.R. was in the hotel business in a modern way m 
Edmonton long before anybody else. We built up the city of Edmonton. We 
were the first railway in there. 

Hon. Mr. Curvrigr: Hear, hear. 

Mr. VaucHan: And. look at Saskatoon, look what we did for Saskatoon. 
We built up that part of western Canada and that area is still growing and 
expanding rapidly. 
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| Mr. Jackman: What I am interested in is the point that has been raised, 
your virtual monopoly in the hotel business. You can go ahead and stop anybody 
else because you can control your own hotel. That is what it amounts to and 
that is what was said, that is what the Chamber of Commerce said in the letter 
referred to. The effect of the situation is that nobody else will go into the hotel 
business in Edmonton. T hat is why I do not like to see the C.N.R. in the position 
of being a monopoly in the first-class hotel business. I think it would be better 
for our economy if you were to stand aside and let somebody else put up a new 
hotel there. 
y Mr. Vaucuan: I have already said that we have no objection to another 
company putting up a hotel at Edmonton, as a matter of fact we would be very 
glad if they would do so. 
4 Mr. JacKMAN: The question arises as to whether it is a wise thing for you 
to do, and whether it is a wise thing for a private company to do. Obviously you 
‘are not in business for your health, you try to operate at a profit, that is your 
‘driving aim. While you are there nobody else can step in and put up a hotel 
costing $14,000 a room. That brings us back again to the matter of collateral 
advantage, and in view of the Chamber of Commerce that there is a very distinct 
disadvantage to any private company who might want to go into the hotel 
business there. 
' Mr. Vaueuan: If you examine into the hotel situation there you will see that 
there is need for a large hotel. Now, are we going to leave our hotel the way it 
‘exists at the present time and not be able to provide accommodation for people 
and incur the displeasure of the travelling public because of lack of accommoda- 
Ro or are we going to add to our hotel and put it in a position where it would 
_be able to carry itself and pay. As you know, Edmonton is going ahead rapidly. 
| Mr. Jackman: I appreciate that, and that is why I do not like to see the 
“government in business where there is so much room for politicians to bring 
pressure to bear in regard to business decisions, as has been the case with respect 
to the T.C.A. Once you establish headquarters at one place it is always hard to 
“move them to another point. That is why there is objection to public ownership, 
_ because it is very difficult to run it in a businesslike manner and you are faced 
with the objections of both governments and groups. At the same time I want to 
compliment you and your officers for the way in which you generally, as far as 
_Ican see, conduct the affairs of the C.N.R. system. 
. Hon. Mr. Cuevrier: Mr. Chairman, I do not like to let Mr. Jackman go 
“unchallenged with the statement which he has just made. He says that the 
Canadian National Railways may have allowed a lot of politicians to pave the 
_ way to the building of an extension to the hotel. 
_ ‘Mr. Jacxman: I did not say that. 
! Hon. Mr. CHevrier: Well, that was in inference. 
Mr. Jackman: It was not the inference. , 

Hon. Mr. Cueveier: That was the inference I gathered from the statement 
you made. . 
Mr. JackMAn: That is not it at all. 
» Hon. Mr. Cuevrizr: If that is not the statement you made I would hike to 
“know now what it is. I would like to ask the reporter to read back what you said. 
That is the inference which I took from what you said; that the Canadian 
- National through its directors allowed a lot of politicians to make representations 
and bring pressure to bear to pave the way for the building of the extension to this 
hotel. If it is not the case, I would like to know what you did say. 


_ Mr. Fuuron: I think we should have the record read back to prevent any 
possible misrepresentation. 
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Hon. Mr. Cuevrigr: All right. I would be the last one to want to misrepre- 
sent what my friend has said, but that certainly was my understanding. : 
Mr. Futon: That is why I said we should have the record read back to find 
out whether it is correct or not. 
The REPORTER: 

Mr. JACKMAN: I appreciate that, and that is why I do not like to see 
the government in business where there is so much room for politicians: 
to bring pressure to bear in regard to business decisions, as has been the 
ease with respect to the T.C.A. Once you establish headquarters in one 
place it is always hard to move them to another point. That is why there 
is objection to public ownership, because it is very difficult to run it in 
a businesslike manner and you are faced with the objections of both 
governments and groups. ; | 


Hon. M. Curvrrer: That is enough for the purpose, I think. My reference 
was to the use of the word “politicians”, and “bringing pressure to bear”. As 
they were used in connection with the discussion about the Edmonton Hotel 
{ got the meaning which I put on them, If that is not the meaning I should 
take from those words then perhaps Mr. Jackman would say exactly what his 
intention was. | 

Mr. JAckMAN: What I said was that we were faced with an illustration 
here this morning that politicians are in a position to bring influence to bear 
on the management of the railway. f i 

Hon. Mr. Curvrier: I am sure that you did not want to create the 
impression that political influence was being brought to bear by boards of trade 
or chambers of commerce in Edmonton or elsewhere on the Canadian National 
Railways— 

Mr. JAcKmaNn: It had nothing to do with the hotel. | 

Hon. Mr. CHEvrieR:—on its operations at Edmonton or any other centre. 

Mr. JACKMAN: What I am suggesting is that there is no doubt that a 
publicly-owned company is subjected to certain influences. I am not saying 
they give away to them. As a matter of fact I complimented Mr. Vaughan 
and his officers for the fine way in which I think they have kept. the national 
system free from political influence. P 


Mr. VauGcHan: I assure you we do not allow political considerations +o 
interfere with the conduct of our business. In this particular case we consider 
it to be decidedly in the interests of the Canadian National Railways to build 
an extension to this hotel to protect our interests in Edmonton. | 

Mr. Jackman: If one goes over the reports I think one will find that they 
show that the hotel business has not been a profitable operation on the whole 
for the Canadian National Railways. I realize, as anyone does, that there 
are definite advantages to the C.N.R. in having adequate hotel accommodation. 
{ think we have to consider the economic factors involved, and my point here 
is that Mr. Vaughan has produced a letter from this chamber of commerce 
indicating certain coincidental disadvantages which work against the best 
interests of the ordinary taxpayers of this country of whom we are the. 
representatives. | 

Hon. Mr. Cuevrrer: I would think, Mr. Chairman, that the decision of 3 
the Canadian National Railways to build an extension there was a sound one, 
particularly in the light of their experience. I said a moment ago, it was not 
only to meet a growing demand but also to protect their own investments. 
Mr. Jackman has been making a number of reflections, which he has a perfect 
right to do of course, in connection with an extension to what I think is one 
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f the most important hotels in the country. One of the most important things 
he Canadian National Railways was face to face with when it had to make 
his decision was whether or not it would protect the investment of $2,500,000 
rhich it already had there. Unquestionably there is need for adequate hotel 
ccommodation at Edmonton. 

_ Mr. Fuuron: I must say, Mr. Chairman, that I feel that certainly a very 
good case has been made out in favour of the construction of an addition to 
the hote! in Edmonton, and I do not think it would be fair to handicap the 
O.N.R., to say you cannot add to your hotel operation unless you are perfectly 
‘sure it will be a profit-making operation. It is well known, of course, that all 
large railways operate hotels, and I understand that the Canadian Pacific has 


ut we certainly should not put it at an unfair disadvantage in comparison to 
8 competitors by compelling it to confine its hotel operations to such operations 
s will be profit making. I think there is considerable justification for the 
extension of this hotel at Edmonton for the reason that Mr. Vaughan mentioned, 
pt they are building up the whole of western Canada. Western Canada 
‘certainly cannot go ahead unless our railways give leadership. The great 
development we have there now has been directly due to the enterprise and 
initiative of our railways, and in giving a lead to that development our railways 
showed enterprise, they took a chance and went ahead with major developments. 
I do not see why we should stop them now. It certainly seems as though 
Edmonton is going ahead very fast, and so is all the west. I think it proper 
| shat our railways continue to give leadership and in doing that they are justified 


In keeping abreast with the needs of the times. 


4 Mr. Huynxa: It is essentially a question of service to the area. The people 
of Northern Alberta, with the people of the other provinces have to pay the 


deficits of the Canadian National Railways; yet we haven’t even one. hotel 


m the city of Edmonton in which a convention could be held. I would like to 
emphasize that, that in the city of Edmonton today there is not a single hotel 
tm which a large convention could be accommodated. Now, that is a dis- 
advantage to a city the size of Edmonton. Surely, we are entitled to something 
better than we have had in the past. The Macdonald is the largest hotel, then 
we have the Corona, a privately owned hotel, and one or two smaller hotels; 
Dut if the people in the north want to call a convention, let us say of the 
Chambers of Commerce, a local group, a religious group, or anyone else, there 
is simply no place where they can meet. Now, that is a peculiar situation and 
we think we are entitled to an improved service. We think it is only fair that 
we should have it. 

_ Mr. Hazen: I should like to know what the average annual return for a 
‘oom has been at the Macdonald hotel in Edmonton, and I would like to have 
le same information with respect to the Chateau Laurier if I can get. it. 
Mr. VaucHan: We haven’t got that with us but we can get it for you. 

_ Mr. Nicuouson: Now that this controversial question is before us, I think 
should say this; that if these hotels had not been built by the railways parti- 
larly Canada would not enjoy the favourable position which it enjoys today. 
think it places the C.N.R. at a decided disadvantage if the C.P.R. have an 
vantage in hotel accommodation for the travelling public. Visitors, particularly 
ople from the United States, travelling to Canada, and they do considerable 
avelling in Canada, will patronize the road which offers the best hotel accom- 
odation. I think it is our duty to ensure that the C.N.R. has adequate hotel 
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accommodation, and I think the decision which ae been Lae with respect ta 
improving hotel facilities at Edmonton is a good one, and I think the decision 
to make the improvement there is a wise one. 

- The CuarrMan: If you have had enough of hotels, we might go on. 4 

Mr. JAcCKMAN: Just a minute, Mr. Chairman, if you don’t mind. 

Mr. McCuutocu: Here we start all over again. 

Mr. JacKMAN: There is no doubt about Edmonton needing more hotel 
accommodation and that the problem is an important one. We have before us” 
the budget of the C.N.R. and they are asking for an appropriation this year, 
a small one, I think is $580,000 ; but when they vet that they are only making a 
start on this thing. I think it 1s ‘$200, 000 they were asiue for this year, and that. 
is only enough on which to get the project started. We have no indication at all 
in the material now before us that this improv ue is going to cost $2,000, 000. 
before it is completed. I think we should have an analysis and a complete state- | 
ment on the matter. We represent the shareholders in this business, the tax-" 
payers of Canada. The Board of Directors are appraised of this, and we should. 
know all about it. Because the Board approves of it does not mean necessarily 
that it is right. We have not had before us all the facts on which they have been 
working, although we have had certain considerations put forward, among then 
the points brought up by Mr. Vaughan. It may easily be for all we know that 
Edmonton needs a hotel very badly. That is one of the points on which we need 
complete assurance. Mr. Vaughan mentioned that competitors are taking traffic: 
from them at the moment; why doesn’t the competitor put up the money? Tb 
may very well be for all we ‘know that the C.N.R. system has solved this problem; q 
but the question resolves itself to this, that it either extends its accommodatio 1 
there and makes this $2,000,000 addition to the hotel, or else its competitors will 
come in there with a hotel. Now, what effect ula that have on the C.N.R.@ 
T do not know anything about it at all. I have no information on it. But once 
the C.N.R. goes ahead with this $2,000,000 addition to the hotel they have there. 
now, it is going to discourage competition apparently, 


Mr. VAuGHAN: Would you say that we should step aside and let the C.P. R. 
come in and put up a hotel there? | a 
~ Mr. Jackman: I do not know the reason. As you know Mr. Vaughan you. 
get your money by a vote of parliament and it is our duty as members of parlia: 
ment to analyse the matters for which you want the money. You come to u 
for a little nibble of $200,000 for an addition to a hotel this year. We are no 
told it is going to involve $2,000,000. Once you have started and spent tha 
$200,000 you are into it and we cannot get the money back., We must go on te 
save what we have put into it when we find then that there is to be $2,000,000 
spent. . a 
Mr. VaucHaNn: I said the expenditure.would be between $4,000,000. and 
$5,000,000. ‘ 
Mr. JackKMAN: That is what the whole addition will cost? 
Mr. VAUGHAN: Yes. 


Mr. JACKMAN: But we have before us as expense item of $200,000. I do nat 
very often criticize the management of the Canadian National Railway when #1 
comes before this committee because I think it has done a splendid job, but her 
is a request for $200,000 and we find when we break it down that it is just 
a start, and in addition it is humped into the figure of $500,000. I think it means 
that you are asking this committee to put its approval in principle on an 
expenditure of $4,000,000 or $5,000,000. 


Hon. Mr. Cuevrier: May I say the method of procedure here is exactly the 


and 


method of procedure followed when it was decided to build the hotel in Montreal, 
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Mr. Jackman: At that time we went into the whole thing. 
Hon. Mr..Cuevrier: Yes, the position was the same as it is now. 
Mr. JAcKMAN: That may be so. 


Hon. Mr. Cuevrier: Just a moment, you are saying that something is trying 
to be hidden and I am replying. 


Mr. JACKMAN: Wel 
Hon. Mr. Cueveier: Just a moment, you have been doing a lot of talking. 
~ Mr. McCuttocu: Too much. 


Hon. Mr. Cuevrier: No, I will not say that, but the committee has been 
very patient. You have made some statements however which I think are far 
away irom fact and not fair to the management of the Canadian National 
_ Railway. The position with reference to the hotel in Montreal was followed by 
- a statement made by the president of the Canadian National Railway outlining 
the whole project. Because the Edmonton hotel happens to be at the other end 
of Canada where a statement was made exactly as in the case of the Montreal 
hotel, you perhaps did not see it as noticeably as you did in the case of the 
report in the Montreal Gazette two or three years ago. There is not the slightest 
intention on the part of the Canadian National Railway to hide anything. 


Mr. JackmMAN: There is nothing in the report— 


Hon. Mr. Cuevrier: Just a moment. As far as the hotel in Montreal is 
concerned, the situation was exactly the same as it is in this case. In that 
_ instance approval of parliament was given to the construction of three buildings 
' —first the Aviation Building, next, the office building, and finally the hotel. It 
was clearly stated the hotel w ould not be proceeded with until conditions were 
such, or the position in Montreal was such, that the hotel should be erected. The 
hotel has not so far been built but it may be built next year, I do not know. 
There is no difference with respect to the procedure regarding the Edmonton 
. hotel and I do not see why there should be so much objection and so much 
reference to the possibility that the directors are trying to hide something. Such 
suggestions are beyond me. There is no intention to hide anything, and all you 
have to do is to ask the questions and you will get the answers as far as they can 
be given. Certainly nobody has been trying to refuse PUP Lae to you in 
connection with this hotel. 


| Mr. Jackman: You must realize that we do not know all about the Canadian 
_ National System. This matter comes before us for four or five days once a year. 
I know nothing at all about the extension to the Edmonton hotel; I have seen 
- nothing about it in the paper or if I did I do not recall it. I know however that 
_ we are the people responsible to the taxpayers of this country and we are asked 
- to approve a certain budget, the expenditure of certain capital moneys, and one 
- of the items is $200,000 for an addition to the hotel in Edmonton. We cannot 
- question every item and we do not want to do so—and actually we want to be 
- taken into the confidence of the railway on these capital expenditures. We are 
_ asked here to approve $200,000 which may be a very small improvement, a garage 
- or something of that nature. Then, however, we will find that we have embarked 
~ on a $4,000,000 to $5,000,000 capital addition about which we know nothing and 
~ about which we have no means of knowing. I do-not say the directors and 
- management endeavour to hide it from us but I think they should let us know 
when we approve $200,000 that in principle we have approved a $4,000,000 
expenditure. 


' Mr. Vaucuan: We always have the details of the budget here and we have 
told the members of the committee that it is available to them if they wish to 
look at it at any time. In this document it is distinctly stated that the estimated 
: eost of the building is approximaely $4,000,000. 
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Mr. JackMAN: In the budget you have there? 
Mr. Hazen: I thought we had the budget here. 
Mr. Cooprr: No, that is the summary. 


Mr. Hazen: It does not indicate that it is a summary. It says “Canadian 


National Railway budget, 1949”. 
Hon. Mr. Curvrier: That is the same as it has always been. 


_ Mr. Cooper: That budget has always been supported by this document. This 
document is put on the table and any member is entitled to look at it. In some 
years you ask us to read the items, and if you had asked for the reading of those 
expenditures on hotels in full you would have found that the estimates of this 
particular building is $4,000,000. All you needed to do was to ask for the informa- 
tion which ordinarily is furnished to the committee. 


Mr. JAcKkMAN: Mr. Chairman, the attitude which I think this committee is 
bound to take is to examine these matters very carefully and to make sure in 
cases where you have a crying need for additional accommodation, as in the case 
of Edmonton, that nobody else is willing to put forth the capital in that very 
prosperous community to build an additional hotel to provide the necessary 300 
rooms. However, the Canadian National Railway comes to this committee and 
we authorize the budget containing $200,000 this year but parliament does not 
know that it is going to require $4,000,000 to complete the project. We find once 
we have committed ourselves that in order to save our bacon we must go 
the whole hog. May I ask if there are any other—shall I call them ante’s” 


in the way of capital expenditures in this budget which involve matters of prin- | 


ciple such as is the case with the Edmonton hotel? In other words when we 
approve so much money we approve of the principle. Are we embarked on any 
fairly substantial expenditures relative to other items here? 


Hon. Mr. Cuevrier: Are you referring now to the $200,000? 
Mr, JAcKMAN: I think Mr. Vaughan can give the answer. 


Mr. Vaucuan: I think there are one or two other cases. We have the new f 


Bonaventure freight sheds in Montreal. We can only spend so much money 

this year but we have to replace those facilities. We have shown here the 

amount of money we expect to spend this year and next year in our budget 

there will be an amount to take care of the expected expenditure for that period. 
Mr. Jackman: How much are you asking this year? 


- Mr. VauaHan: We expected to discuss the matter of the Edmonton hotel 
and we would have been disappointed had it not come up for discussion. We 


did not expect that it would be passed over and we are glad that it has been | 


mentioned. 


Mr. Hazen: What puzzles me is why something was not Hen about the 


matter in the report. 
Mr. VAuGHAN: We cannot put everything in the report 
Mr. Futron: Mr. Chairman, perhaps because I am a westerner I have 


known about the Edmonton hotel. There has been no attempt to conceal any- — 


thing as far as the company is concerned. 
Mr. VaucHan: The newspapers have been full of the matter for a year. 


Mr. Futon: I am sorry to have to disagree with the two gentlemen but I do 
no think it would be fair to the officials if I did not. 


Mr. Harrietp: Is it the intention of the management to continue with — 


the Montreal hotel at the present time? 
Mr. VaucHan: We have no plans to do that at present. 
Mr. Hatrievp: I hope not. 


Mr. JAcKMAN: Mr. Vaughan, for the Bonaventure station how much are ~ 


you appropriating this year? 
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3 ~ Mr. VaucHan: $400,000. , 
:. Mr. JackMAN: For this year, and what will the total be? 
Mr. Vaveuan: The total will be something between $3,000,000 and 
$4,000,000 before we are finished. Hae 
. Mr. Jackman: Are there any other token budget items? 
; Mr. Cooper: I do not think the word token is a fair description. That is 
the amount we expect to spend during the year. 

Mr. Emmerson: All these items could be called token expenditures. 

Mr, VaucHan: I do not recall any other large items, Mr. Jackman. — 

Mr. Fuuron: May I ask a question as to general financing? I take it this 
being part of the capital account it will be advanced by the government without 
interest? | 

Mr. Vaucuan: No, no, we pay interest on it. 

Mr. Cooper: Every dollar of capital which the government loans the 
C.N.R. is loaned at interest. : 
Mr. Hatrietp: What is your intention about the Bonaventure freight yards? 
i Mr. VaucHan: As I said a few minutes ago that development will cost us 
between $3,000,000 and $4,000,000 before we are finished. It is something which 
we must proceed with because we suffered a loss of $2,000,000 through the freight 
terminal being completely destroyed and the temporary facilities we have 
installed make it very costly for us to handle freight. 

Mr. Hatrietp: Do you think that is the location for the freight yard? 

Mr. VauaHan: Yes, after very careful study it has been decided by all 
concerned that it is the proper location. 

Tur CHarrMaAN: You have a question Mr. Fulton? 


Mr. Futron: I want to follow the matter I raised a moment ago. If your 
competitors, the C.P.R. to be frank, were building a new hotel, or adding to an 
existing one, they would do it out of capital reserves or by additional borrowings 
_ from the public and they would have to show a return on that investment. It 
seems difficult to keep the matter on the same footing and for the public to keep 
aware of what is going on when the government makes loans to the Canadian 
_ National Railway although the government does require the payment of interest. 
- Would it not be more realistic if this type of capital financing were done by bond 
issue and were to stand on its own feet rather than just being shown as an 
advance out of the consolidated revenue fund? Such a procedure is not really 
appreciated by the public. 

Hon. Mr. Cuevrier: I think the Canadian National Railway have given 
some thought to that and it did float a bond issue this year. 

Mr. VaucHan: Yes, there was a bond issue of some $50,000,000 odd. 

Mr. Futron: For what? 

Hon. Mr. Cuevrier: It was just a general bond issue and not for any 
specific project. | 

Mr. Fuuron: I was wondering whether in the case of what I would call 
major capital expenditures, outlays for hotels, new stations, and so on, would 
it not be sounder to finance that way rather than to obtain the money from 
advances out of the consolidated revenue fund? It would certainly go some 
distance toward removing the objection which some of us have that it is easy 
for the C.N.R. to get money because it is a government owned railway and 
- money is easier for them to get than it is for their competitors. If you did 
_ finance separately each year for your capital developments at least you would 
not be subject to that criticism? ‘ 
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Mr. Vaucuan: I think it is as broad as it is long. After all, we cannot 
get any money through a public issue without the guarantee of the dominion 
government, there is really no difference because the money has to come out 
of the dominion government in some way. 

Mr. Fuuron: Yes, but I think it would present a more realistic and more 
readily understood picture of your finances if it were done by bond issue because 
if it were shown to the government the purpose for which you got the money 
did not in the long run turn into a profitable venture there would be less like- 
lihood of any repetitions. If approval were given for money for an unbusiness- 
like venture when the situation became apparent as it no doubt would if you 
financed it separately then we would be more reluctant to authorize the next 


bond issue. In other words that approach would help put the affairs of the - 


company on a basis more comparable to ordinary business. 

Mr. Vauauan: There would be so many bond issues that the purpose of 
the bond issues would be confusing to the public and I think rather than being 
beneficial it would be otherwise. | 

Mr. Fuuron: I suppose there would be argument over the type of con- 
struction for which you would resort to that method but I should think, broadly 
speaking, construction of new lines, new hotels, new stations and that type of 
thing—if financing out of your own reserves is not possible and I doubt that it 
is—could be financed in the same way as any other company would do it. 

I noticed that Mr. Cooper has just given something to the minister. 

“Hon. Mr. Curvrter: Mr. Cooper has given me the bill passed before the 
House last year indicating the method which was used. It was an ordinary 
method of capitalization of the railway, Bill No. 346. 

Mr. Jackman: I wonder, before we adjourn, if I could say this for the 
record. The Duff Commission in 1932 reported that the hotels belonging to 
the Canadian National Railway showed an actual operating loss of $2,130,924. 
If the interest on investment and an adequate sum for depreciation were included 
the losses would be substantially greater. I wonder if the losses could be brought 
up to date—up to the end of 1948—and also whether we could be given what 
the equivalent investment was during that time. and what the depreciation 
sum would be if the normal rate for hotel depreciation were allowed? 

Mr. Vaucuan: We will give you that information. 

The CHarrMAN: All right gentlemen, we will adjourn until 4 o’clock. 


The meeting adjourned to meet again at 4.00 p.m. 
a | 
AFTERNOON SESSION 
The committee resumed at 4 p.m. 
The Cuairman: Well, gentlemen, if it is acceptable, perhaps we might 
continue with Mr. Cooper and go on with the budget. 
Mr. Smirn (Calgary West): Mr. Chairman, as a member of parliament 
I feel that I am entitled to be heard. In any event, I would ask for your 
indulgence. May I ask Mr. Vaughan a question or two about the Hotel Mac- 
donald which is in my home city? The subject was under discussion, I believe, 
this morning. May I have the privilege? | 
The Cuarrman: I think the committee are always ready to listen to a 
member of parliament, Mr. Smith. 
Mr. Smirn: Mr. Vaughan, I suppose you know the Macdonald hotel, in 
which I have been a guest off and on for the last thirty years? 
Mr. Vaucuan: I know that hotel very well, Mr. Smith. 
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Mr. Smitru: And you know it is managed by ‘Mr. Finlay in a very efficient 
and careful way? bs . 
Mr. Vaucuan: We believe it is. 
Mr. Smiru: And you know that hotel accommodation is scarcer in Edmon- 
ton than in any other city or town right across Canada? 
Mr, VauGcHaNn: Yes. 
Mr. Smiru: And I suppose you know that Edmonton is the fastest growing 


city in the Dominion of Canada. I think, percentagewise, there cannot be any 


=. 


Ce. 


question about that. And I wonder if you know that today guests have to 


register as much as two weeks in advance in order to get accommodation. I am 
_ speaking as one who comes from Alberta. I ask you if you do not agree with 


_ me that the money you intend to spend in connection with the Hotel Macdonald 


is the best hotel money you have spent for a long, long time. 
Mr. VaucHAan: We would not have recommended that expenditure unless 


: we thought so. 


Mr. Smiru: Yes. And the reason, no doubt, why the Hotel Macdonald has 


‘ not been a paying proposition, as it well might be, is that it has not enough 
~ rooms to accommodate the travelling public. 


Mr. 'VaucHAN: That is probably one of the reasons, yes. 
Mr. Smiru: I thank you. 
The CuarrMan: Thank you, Mr. Smith. Do you wish to go on with the 


budget, Mr. Cooper? Are there any other explanations? I do not want to cut 


this off without everybody having an opportunity. 

Mr. Hatrietp: How much money do you intend to spend on the Bonaventure 
freight terminal? 

Mr. Vaucuan: We expect to spend about $400,000 this year, but I think 


_ the entire program calls for something between $3,000,000 and $4,000,000, 


Mr. Hatrietp: Your railway company has spent millions of dollars to get 


- into the heart of Montreal both with its passenger traffic and with its freight 
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traffic. Now, we find the city of Ottawa is going to spend millions of dollars in 
order to get out of the heart of the city. What do you think about that? 
Mr. Vaucuan: I think that conditions are entirely different in the two 
places. There is no comparison in the conditions at all. 
Mr. Hatrietp: Montreal does not intend to live on beauty as Ottawa does. 
Mr. VaucHan: We had to have a terminal station in Montreal in order to 
bring our lines in together. That was the object of building our new station 
there. But here in Ottawa, it is an entirely different proposition. It is a matter 
of beautifying the city. 0 . 
_ Mr. Hatrretp: Do you think it is a good idea to move our central passenger 


q station at Ottawa out to Hurdman’s Bridge? 


Mr. Vauauan: I do not say that at all. So. far as the Ottawa situation is 
concerned, our position is that the Canadian National Railways feel they cannot 
assume any part of the cost which may be necessary to re-establish the facilities 
which are already here. We have had nothing to do with the situation in 


Ottawa. We have not spent any money as yet. I do not know just how quickly 


that situation will develop. I do know that some people here have a great 


interest in the beautification of the city and some considerable sum of money 
- will no doubt be spent for that purpose eventually. 


Mr. Hatrietp: Hither they are going to live on beauty or on the government. 


4 They are driving away all the industries. They are driving the railways out of 
the city. What do you intend to do with the tunnel at the station? . 


Mr. VaucHan: You mean the station here in Ottawa? 
34206—3} 
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Mr. aca: Yes. 

Mr. VaucHAN: Well, as I have Rae we have had nothing to say about it 
except to express our views, so far as our own facilities are concerned. 

The CHarrMAN: Are there any other questions? | 

Mr. Hazen: I asked a question about annual returns on the subject of the 
average price of rooms. Has an answer been provided as yet? 

Mr. VaucHan: We have not got it yet, Mr. Hazen. 

The CHarrMAN: Are there any other questions? 

Mr. Hazen: When you get that information, can it be put on the record? 

Mr. VaucHuan: Yes, we will be glad to do so. 

Mr. Fuutron: Has the question been asked as to where the other $300,000 
for hotels is going to be spent? 

The CHAIRMAN: It is in the record, Mr. Fulton. 

Mr. Emmerson: Under the heading of Additions and Betterments Budget 
—Year 1949, on page 3-A, I see an expenditure in the Atlantic region of $472,330 
for shops, engine houses and machinery. Can you give any breakdown as to 
what that sum covers? 


Mr. Wauton: At Sydney, installation of modern electrically driven Ae 
hoists at engine house. At Saint John, a new cinder pit. At Riviere du Loup, 
installation of two modern boilers replacing three boilers which have been in 
service for 40 years. At Halifax, removal of gas compressor from present 
quarters in coach repair shops to a new building segregated from other equip- 


ment and personnel. At Charlottetown, a change from direct current to~- 


alternating current. That is one item. Another item is to convert boilers from 
coal to oil burning. At Riviere du Loup, provision for enclosing the working 
sections of car shops with wooden partitions, required to conserve heat and 
effect estimated annual saving in heating expenses. At Moncton, a vacuum 
system. At Charlottetown, an air compressor. There are a number of similar 
installations that make up probably a dozen small items in the way of shop 
machinery. 


Mr. Emmerson: What have you peas stations and station facilities? Are 
there any new stations? 

Mr. Watton: At Maria, Quebec, there is a new station building replacing 
a small and deteriorated station. At Isle Verte, Quebec, construction of com- 
bined passenger station and freight sheds, replacing deteriorated stations. At 
Escuminac, Quebec, construction of extensions. At Perce, Quebec, installation 
of toilet facilities. At O’Leary, P.E.I., construction of 24-foot by 50-foot frame 
freight sheds, replacing worn-out combined station and freight sheds. At 
Tracadie, NB., construction of 25-foot extension to freight shed and 150-foot 
extension to freight shed and 150-foot extension to freight shed siding, At 
Edmundston, N.B., construction of 40-foot by 190-foot freight sheds, and also 
an increase in the size of the rest house. At Grand Falls, N.B., construction of 
20-foot extension to station building. At Mont Joli, Quebec, construction of 
15-foot by 20-foot building. At Saint John, N.B., erection of a bunk house and 
two or three other small items. At Moncton, N.B., construction of extension 
to present asphalt station platform from mail room to express building, replacing 
worn-out wooden platform. 

Mr. Nicuotson: And what items have you got with respect to stations and 
station facilities in the western region, Mr. Walton? Have you got a breakdown 
by provinces? 

Mr. Watton: The items in the western region under the heading of Station 
and Station Facilities include the following: New Westminster, B.C., freight 
shed. Edmonton, Alta., construction of west wing on station building. Winnipeg, 
Man., central heating plant. Heinsburg, Alta., construction of a station building. 
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_ At Leyland, Alta., erection of a freight and passenger shelter. At Mulvihill, 
_ shelter to be erected and the removal of a small building to Hallboro, to replace 
_ the building destroyed by fire. Smithers division, conversion of deteriorated 
_ station into freight and passenger shelters at several small points. Warspite, 
_ Alta., construction of a station. Pine Falls, Man., construction of a new station. 
_ Tait, installation of electric light. Dodsland, Sask., construction of a new 
_ station. Clearwater, B.C., construction of agent’s bunkhouse. Cook, installation 
_ of sewer and furnace facilities in station building. Atikokan, Ont., construction 
: of extension to station building. Vancouver, B.C., installation of electric equip- 
"ment in station. Edmonton, Alta., construction of new freight shed and trackage. 
- That is the commencement of a job which will continue over into next year. 
~ Fort William, Ont., construction of 40-foot by 200-foot freight shed. Pine River, 
_ Man., construction of freight shed. Kamloops, B.C., construction of office 
_ addition to freight shed, present facilities being inadequate. Kamloops Junction, 
B.C., construction of extension to stockyards. Kelowna, B.C., construction of 
_ 20-foot extension to enginemen’s bunkhouse. Winnipeg, Man., construction of 
_ addition to No. 1 freight shed. Then we run into some such small items as 
_ stockyards and loading platforms. 
Mr. NicHotson: What is the vote this year as compared to the vote last 
_ year for the western region? 
‘@ Mr. Coorrr: The budget for the western region last year, was $1,123,000. 
_ And this year it is $1,148,000. 
Mr. NicHotson: Was the whole of the vote spent. last year? 
e. Mr. Cooper: I have not got it by regions, Mr. Nicholson, but for the System 
- we voted $2,617,000; and we spent $2,258,000. About $400,000 less was spent 
_ than was budgeted. : 
ug Mr. Nicuoitson: What about the supply situation? Are you experiencing 
_very serious trouble in obtaining supplies and labour for these new stations? 
Mr. Vavucuan: I understand that the supply of most materials is more 
_ plentiful but steel is difficult to get. Steel is still in short supply. — 
a Mr. Nicuotson: Do you think you can spend the money that is voted 
_ and that you can obtain the supplies and the materials and the necessary labour? 
‘Mr. Vaucuan: Materials are easier to get. I think we shall probably be 
_ spending a greater proportion of our budget than we have been able to in past 
years. 
Mr. Furton: Where is the item for safety signal equipment? Does that 
- come under the heading of Signals and Interlockers? 
i Mr. VauGHan: Yes, that is right. 
4 Mr. Fuuron: In the western region you have an item there for $997,515 for 
_ signals and interlockers. How much of that is likely to be spent? : 
: Mr. Watton: I would say that the greater part of that item will be spent. 
Mr. Futon: What about block signals and slide detection? 
Mr. Warton: Later on next month we expect to have about 25 miles of 
the signal system in operation in the vicinity of Spence’s Bridge, B.C. We 
_ expect, in the month of April, to have that 25-mile circuit in operation. 
~ Mr. McLvrz: I see in the Atlantic region you have an item of $57,700 for 
_ highway and crossing protection. Have you any protection at the small towns? 
_ For instance, there is one little town, Kensington, which has three railway 
_ crossings. I consider that they are a menace to the little town, and have been 
_ so for quite a number of years. 
i Mr. Watton: I do not see it on the list. 
The CHarrman: Any other questions, gentlemen? 
Some Hon. Memsrrs: Carried. 
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The CHairRMAN: What about the West Indies? That is at the end of the 
Canadian National budget I believe, the last page—Canadian National (West 
Indies) Steamships, Limited, page 7. Are there any questions on this? There 
does not seem to be very much of a contentious nature in this statement. 

Mr. JAckKMAN: Why do you budget for an increase in operating revenues 
on the railways and a decrease on the West Indies steamships? There must be > 
some reason for it. Do you find a falling off in the trade with the West Indies? . 

Mr. Vaucuan: Yes, to a certain extent, Mr. Jackman; we find that business 
between Canada and the West Indies is constantly declining. 


Mr. Jackman: More than to the other sterling areas? 


Mr. VaueHan: I do not know anything about that. All I know is this, 
that there is not the flour and there are not the automobiles and other things 
going to the West Indies from Canada that there was and we are looking for a 
further decline this year. Of course, that is only an estimate based on the best 
information we could obtain. We hope that the situations will be better than 
what we have presented it here but we cannot tell now. The increase on the 
railway was largely due to the increase in freight rates, not to increased business. 
Mr. JAcKMAN: And Maritime rates, I mean marine rates, are going down 
rather than going up. 

The Cuarman: Is this O.K., gentlemen? 

Some Hon. Members: Carried. 


The CuatrMAn: Now, the minister is not here. We have the report of the 
auditors and then we have the Canadian National Railways security trust, and 
I think we have three estimates of the Minister of Transport. 

Mr. VaucHan: I might say, Mr. Chairman, that the securities trust state-. 
ment is exactly the same as last year. 

The CuarrMan: Mr. Vaughan says that the Canadian National securities 
trust is just the same as it was last year. Do you want to look at that first 
before we call the auditors? 

Mr. VaucHAN: There have been no alterations in these figures at all. 


THE CANADIAN NATIONAL RAILWAYS 
| SECURITIES TRUST 


Orrawa, Ist. March, 1949. 


The Honourable Lionel CHEvrier, K.C., M.P., 
Minister of Transport, 
Ottawa. 


Sir, In conformity with Section 23 of The Canadian National Railways 
Capital Revision Act, 1937, the Trustees of the Canadian National Railways 
Securities Trust submit the following report for the calendar year 1948. 

No capital losses were charged to Proprietor’s Equity during the year and 
accordingly the book value of the capital stock of the Securities Trust, as shown 
on the Balance Sheet, remains unchanged from December 31, 1947. { 

There were no transactions during the year affecting the collateral securities | 
held by the Securities Trust. 

The Trustees present herewith the Balance Sheet as at December 31, 1948. 


F. P. Varcon, 
For the Trustees. 
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Mr. Harriep: You still have some perpetual bonds outstanding. I don’t 
suppose you could get rid of those? . 

Mr. Vaucuan: We discussed that when you were not here the other day, Mr. 
Hatfield. We were able to pick up a great many of these bonds due to the vesting 
order of the British government during the war. There are not a great many of 
the perpetuals left. I think we gave the committee a statement as to that. 

_ Mr. Cooper: Yes, sir, we said $325,000,000 of perpetual securities had been 
redeemed since the beginning of the war and that there is now outstanding between 
$12,000,000 and $13,000,000. 

Mr. Picarp: They are pretty near all taken up. 

Mr. Cooper: Yes, more than 95 per cent of them. 

The CHAIRMAN: Well now, gentlemen, about all that we have left is the report. 
of the auditors. The minister is not here with his three items. Would it be 
agreeable if we called Mr. Matthews to present the auditors’ report. Mr. Bennett 
will read the report and following that questions will be answered either by Mr. 
Matthews or Mr. Bennett. : 

Mr. Futron: Would it be a good idea for us to have a statement as to who 
the people are who are going to present this report? 

The CuHairMan: They are representatives of the official auditors. 

Mr. Fuuron: They are both representatives of the George A. Touche 
Company? 

The CuHairMAN: Yes. All right, Mr. Bennett, will you go ahead please. 

Mr. BENNETT: \ 


| 10th March, 1949. 
CANADIAN NATIONAL RAILWAY SYSTEM 


THE HONOURABLE THE MINISTER OF TRANSPORT, 
Orrawa, CANADA 


Sir:—We have audited the acccounts of the Canadian National Railway 
System for the year ended the 31st December, 1948, under authority of the 
Canadian National-Canadian Pacific Act, 1936, and we now report, through you, 
to Parliament. 

In our reports of previous years we have commented on certain matters to 
which we do not propose to refer in this report in view of the appointment of the 
Royal Commission on Transportation. 


GENERAL SCOPE OF AUDIT 


In brief, our audit of the System accounts for 1948 included: 
(a) Examination of major expenditure authorities in conjunction with the 


recorded Resolutions of the Directors, which in turn were related to 


Corporate By-Laws, Orders in Council and Acts of Parliament; 
(6) Audit tests in the offices of Regions, Separately Operated Properties and 


System Headquarters, limited to a cross-section of the major expendi- — 


\ tures so authorized; 


(c) Examination into the adequacy of the internal audit control in general | 


as exercised by the accounting department of the System. In this con-~ 
nection we worked in collaboration with the executive accounting 


officers at Headquarters having as a common objective the securing of 
maximum internal protection to the System in the control of Cash— 


. 
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Receipts and Expenditures, Securities Held, Material Stores and 
Accounts Receivable of all types. The System is further protected by 
_ Fidelity Bond Insurance with outside Underwriters; , 
(d) Audit of the Consolidated Income -Account and the Consolidated 
Balance Sheet and certification thereof. 


Our test audit covered the various Balance Sheet accounting units in Canada, 
the United States, London (England) and Paris (France) with Income Accounts 
originating in the Revenue Offices, Regions, Separately Operated Properties and 
System Headquarters which comprise the System as an operating entity. 

Apart from those pertaining to the Trans-Canada Air Lines and the non- 
operating Canadian Government Merchant Marine, Limited, the holdings in 
the Capital Stocks of the Affiliated Companies are insufficient to give voting 
control and accordingly the Companies are not treated as units of the System 
nor have their accounts been audited by us. In a few instances their accounts 
were certified by Public Accountants but for the most part they were audited 
by joint- committees composed of System accountants and representatives of 
outside interests. . 

ConsoLipATED INCOME ACCOUNT 


Depreciation and Maintenance . 

In respect of “depreciable” Fixed Properties—defined in the 1943 Order of 
the Interstate Commerce Commission as including bridges, buildings, stations, 
shops, etc., but excluding track structure—provision for depreciation, at rates 
resulting in a composite rate of approximately 14 per cent, has been made during 
the year for the United States Lines of the System through Maintenance of Way 
and Structures accounts in accordance with the above mentioned Order whereas 
the Canadian Lines have taken up through the same accounts the loss of service 
value at the time of replacement or retirement. 

Track structure composed of ties, rails, track material and ballast is not 
classified by the Interstate Commerce Commission as an asset for which pro- 
vision for Depreciation should be made; accordingly the loss of service value 
was taken up through Maintenance of Way and Structures accounts at the time 
of replacement on both the Canadian and United States Lines of the System. 

The loss on a line abandonment during 1948 has been charged to Operating 
Expenses. | 

Provision for Depreciation has been made for the Equipment of both the 
Canadian and United States Lines of the System. The 3§ per cent annual 
depreciation rate used for Rail Equipment of the Canadian Lines was approx- 
imately the same as the latest available composite of the rates used by the 
Class I Railroads in the United States. 

In addition to charges for depreciation and those for loss of service value 
taken up at the time of replacement or retirement, the Maintenance accounts as 
‘a whole included the cost of day-to-day repairs and partial renewals on both 
the Canadian and United States Lines. These repairs and partial renewals are 
recognized costs of maintenance whether or not depreciation accounting is in 
effect. 

- During 1948 Deferred Maintenance Reserve was utilized to the extent of 
$8,000,000, Maintenance of Way and Structures being credited with $4,500,000 
and Maintenance of Equipment with $3,500,000. 

We have received certificates from the responsible operating and executive 


a officers to the effect that the Fixed Properties, subject to the utilization of the 


unexpended balance of $17,000,000 in the Deferred Maintenance Reserve, and 
Equipment have been maintained in a proper state of repair and in an efficient 
operating condition during the year, and that insofar as traffic demands would 
permit, such Physical Retirements, which should have been made during the 
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year as a result of wear and tear and obsolescence, have been made and that | 


notification of all such Retirements has been given to the Accounting Depart- 
ment. | 


Insurance Fund Operations 


The operations for the year resulted in a net loss of $1,927,000 mainly due — 


to the fire in Montreal at the Bonaventure freight sheds. The sum of $1,783,000 ; 


was charged against railway income and credited to the Reserve which sum was 
sufficient to re-establish it at $12,000,000 excluding the estimated amount of 
$1,486,000 set aside to meet the larger unadjusted loss claims. 


| CONSOLIDATED BALANCE SHEET 
Assets 


Against the Corporate portion of the property investments brought into the 


National System accounts at the 1st January, 1923, there have been properly | 


applied the reductions authorized by The Canadian National Railways Capital 
Revision Act, 1937, but no similar reductions were authorized at that time 
covering the Crown property investments in the Canadian Government Rail- 
ways. Since the Ist January, 1923, the Additions and Betterments less Retire- 
ments of the System have been shown on the general basis of cost. 

The several special funds including Capital and Other Reserve Funds, 
Deferred Maintenance Fund, Insurance Fund and Pension Contract Fund, 
amounting in total to $94,304,000 are represented by investments in the securities 
of the Government and the National System, cash and sundry current assets. 
At the year end, the market value of the securities held in respect of these 
special funds exceeded the book figure, which for Government securities was 
based on cost and for System securities on par value. | 


The portion of Insurance Fund investments of $4,614,000 in System 
securities, the listings of which were withdrawn from the Exchanges as a result 
of the war-time United Kingdom Vesting Orders, have been taken at par for 
the purpose of the foregoing year-end market valuation. 

_ The par value of National System securities held in the foregoing special 
funds aggregates $10,370,000 of which par value $5,612,000 is covered by the 
guarantee of the Government of Canada. 

Investments in Affiliated Companies are represented by the Capital Stocks, 
Bonds and obligations for Advances of companies affiliated with but not forming 
a part of the National System. During the year, in order to reduce the fixed 
charges of the Northern Alberta Railways Company, the Canadian National 


Railway Company for its part, in collaboration with the Canadian Pacific — 


Railway Company, exchanged Bonds amounting to $5,938,000 for Capital Stock. 
Apart from the Trans-Canada Air lines, this type of unlisted investment is 
made, in association with other railways, primarily to secure the benefits of 
traffic interchange and terminal facilities. The basis of the Balance Sheet figure 
is cost or, in respect of certain United States securities, less than the special 
valuations approved by the Interstate Commerce Commission. Apart from the 
Trans-Canada Air Lines, the 1948 Financial Statements issued by the com- 
panies representing the larger investments indicated that: 

(a) The affiliates have utilized the funds from the sale of their securities 
up to the 3lst December, 1948, for investment in Fixed Properties and 
Equipment and for working capital purposes. 

(b) Profits aggregated some $1,725,000 and Losses some $553,000 for the 
year 1948. Included in the latter total was the loss of $355,000 incurred 
by the Northern Alberta Railways Company, 50 per cent of which 
loss has ‘been taken up as an Income charge by the National System, 
the other 50 per cent being chargeable to the Canadian Pacific Railway. 
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The loss does not include provision for interest on the Company’s bonds, 
as in prior years, such interest having been treated as waived for the 
year 1948. 

(c) No major Corporate Deficits existed at the 31st December, 1948. This 
condition, however, should be considered in conjunction with the varying 
accounting policies relating to Accrued Depreciation of Fixed Proper- 
ties. Generally speaking, the principal affiliates in Canada do not 
accrue such depreciation whereas those in the United States have done 
so since the Ist January, 1943, in accordance with the relative order 
of the Interstate Commerce Commission. 


Other Investments include unlisted investments of a miscellaneous nature 
including those in hotel and grain elevator companies held primarily for pur- 
poses of traffic benefit, and are valued at or below cost. The balance is repre- 
sented by securities of the Government of Canada and the National System 
(Government Guaranteed) the year-end market value of which in total exceeded 
the book figure based respectively on cost and par value. 

Temporary Cash Investments are represented by Government of Canada 

securities, the year-end market value of which exceeded the book figure based 
on cost. 

| Accounts Receivable and Payable of all classifications have been tested by 

-us with the subsidiary and controlling records, cash and other transactions 

subsequent to the year end, departmental files and general supporting informa- 

tion but such Accounts have not been verified by direct communication with 
the individual Debtors and Creditors. 

| A physical inventory of Material and Supplies was (ee by the Railway 

-as at the 30th September and in connection therewith we NG received certifi- 

-eates from the responsible officers to the effect: 

(a) That the quantities were determined by actual count, weight or measure- 
ment or by conservative estimate where such actual basis was 
impracticable, and 

(b) That the inventory pricing was laid down cost based on weighted 
average costs for ties, rails and fuel and on latest invoice prices for 
new materials in General Stores, and on estimated utility or sales value 
for usable second-hand, obsolete and scrap materials after making 
reasonable pricing allowances for condition thereof. 


: Ledger values as of the 30th September were brought into agreement with 
the physical inventory through a credit to Operating Expenses of $372, 000. 

: Other Deferred Assets consist principally of Contracts Receivable in con- 
nection with Land Sales and Sundry Deferred Accounts Collectible. 

| Other Unadjusted Debits consist of Capital charges accumulated on the 
rebuilding of passenger cars which were uncompleted at the year end, the 
-unamortized cost of opening ballast pits which will be written off on the basis of 
| _ yardage used; the estimated salvage value of non-perishable material in ballast 
> pits and other temporary tracks; accepted inter-line freight claims paid in 
advance of investigation with other carriers, and miscellaneous debit items 
not otherwise provided for or which cannot be disposed of until additional 
information is received. | 

- Tnabiltties: 

Other Deferred Liabilities consist principally of the outstanding capital 


value of the workmen’s compensation awards by the Provinces of Ontario and 
Brtcbec. 


4 


Reserves and Other Unadjusted Credits 
Accrued Depreciation of Canadian Lines Equipment amounts to $112, 858, 000. 
In the years 1941 to 1944 a sum of $21,500,000 was provided to cover additional 
wear and tear due to the high level of war-time trafic. During the year the 
full ledger value of Equipment retired, less salvage, was charged to this Reserve, 
Proprietor’s Equity not being charged with that portion of Depreciation accruing — 
prior to 1940. 
Other Unadjusted Credits include the estimated proportion of prepaid 
Revenues on freight in transit; excess of actual Revenues over year-end estimates 
carried in suspense; estimated liability for injuries to persons; estimated lability — 
for overcharge claims, and miscellaneous credit items not.otherwise provided 
for or which cannot be disposed of until additional information is received. 
Where foreign currencies are involved, the Balance Sheet accounts of the 
System are converted generally as follows: 
(a) United States Currency | 
at the dollar par of exchange. : 
(b) Sterling Currency j 
—at the former par of $4.86 2/3 to the pound. 
(c) French Currency ; 
—at approximately 15 francs to the dollar for the original investment — 
in Hotel Scribe and 300 francs to the dollar for Working Capital — 
accounts. ’ 
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Dollar amounts stated in this Report are to the nearest thousand. 
Yours faithfully, 
GEORGE A. TOUCHE & CO 


The CHatrMAn: Gentlemen, do you wish to discuss this part of the report — 
before Mr. Bennett reads the report on the Canadian National (West Indies) 
Steamships Limited? 

Mr. Hazen: I wonder if I may ask a question. In your report which you 
have just read do you call attention to any remedial action of any kind that 
you think might be taken by the railway? 


Mr. Marruews: Mr. Hazen, in our report of 1947 we dealt at some length — 
with matters we thought should be brought to the attention of this committee and ~ 
parliament. As we say in the second paragraph of this year’s report they all — 
either directly or: indirectly relate themselves to the subjects that are assigned 
to the new royal commission on transportation so that this year’s report in — 
effect does not contain any recommendations on our part. - 

_Mr. Hazen: I might say first that I noticed the statement you referred to © 
in paragraph 2 but the Canadian National-Canadian Pacific Act, section 13, — 
says that the auditors in their annual reports shall call attention to any matters i 
which in their opinion require consideration or remedial action. 1 

Now I suppose you gave consideration to that provision when preparing the © 
report as you did and you put in that paragraph. Of course the question does b| 
arise as to whether you are following out the terms of the Act when you present — 
your report in this form, in view of the specific provision in the Act? 

Mr. Marruews: Yes, we believe we are, Mr. Hazen, because we have for © 
many years presented in our report to parliament, and for consideration before — 
this committee, matters we have had in mind when following up that particular — 
provision. In view of the fact that in 1947 we dealt with those matters in great — 
detail, and the fact that they are now before the royal commission, it seemed — 
to us that there was no merit in further reference to the pros and cons of the 
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Biuation at this time, beyond calling your attention to it. The report of my firm 
for 1947 is on record and it is there for consideration of this committee or 
parliament at any time. 


Mr. Hazen: I do not want to unduly ious this, and I may not be taking 
the right view, but in this report you use the expression “In our reports of 
previous years—” and you do not refer specifically to the report of 1947. A 
member of this committee reading the report I presume would have to get all the 
previous reports to find out what the recommendations are? 

Mr. Marruews: No, he would not. The fact of the matter is that we have 
specifically limited it to the 1947 report. The 1947 report when dealing with 
depreciation accounting policy and uniform accounting regulations makes further 
reference also to the 1946 report in which we dealt with the matter in some 
detail. In effect it can all be dealt with through the 1947 report. We did not 
deem it necessary at that time to again repeat the detail; that was our reasoning, 
Mr. Hazen, and it requires nothing further than reference to the 1947 report. 
| Mr. Futron: The matters to which you call attention in 1947 and 1946 
remain exactly as they did when you did call attention to them and therefore they 
are to be changed only if the royal commission so recommends? 


Mr. Matruews: That is right. 
~The Cuatrman: Are there any other questions? 


Mr. Fuuron: May I ask which are the affiliated companies as referred to 
at the bottom of page 1? Can you tell me where I can find the list? 


‘Mr. Bennett: Those are listed on page 22 of the annual report. 


Mr. Fuutron: That shows companies comprising the system but it only shows 
one affiliated company—Trans-Canada Air Lines. 


Mr. Bennetr: If you will look at page 22, halfway down, you will see 
“Investments in Affiliated Companies”’. 


Mr. Fuutron: Oh yes, that is fine. 

What is the position with respect to the balance of the par value securities 
referred to in the third paragraph on page 3. You say “the par value of national 
system securities held in the foregoing special funds aggregates $10,370,000 of 
which par value $5,612,000 is covered by the guarantee-of the government of 
Canada”’. 

Would you care to comment on the actual value of the balance not so 
eovered? 


sree 


Mr. MarrHews: That is just put there for summary information of the 
committee, Mr. Fulton, to indicate the extent to which Inter-System securities 
are held in that group of accounts mentioned. The balance of the system’s 
securities are securities, as I recall it, required by the insurance fund and in 
respect to the United Kingdom vesting order on securities. As we mention also 
at that point as these securities were “withdrawn from the exchanges naturally 
it would be difficult to say what their market value would be if they were still 
so quoted. It is just to call the matter to your attention so you will know the 
extent to which those totals included inter-city securities without government 
guarantee. 


Mr. Fuitron: Under what authority was the interest waived—the matter 
to which you make reference in subparagraph (b) on page 3—interest of the 
Northern Alberta Railways Company? 


Mr. Bennett: The Northern Alberta Railways Company is owned jointly 
by the Canadian Pacific and the Canadian National—each company owning 
90 per cent. As owners and holders of the bonds they waived the interest for 
this year. | 


L ead n | ae 2 ‘ LEN Fan te Ba “a! ) 
; i Mae ema your rR eg) ele Thy : 
v } r 2 WV + ee ats a) 3 a 
. 4 mera 


182 : SESSIONAL COMMITTEE 


; 
Mr. Fuuron: I quite understand that they did it, but why? Will that not’ 
make it difficult to get an exact picture. of the company? I am asking rord 
factual information and whether there is authority to do that. 
Mr. Bennett: I think the authority, Mr. Pulton, is really the decuian of 
the owners who waived the interest. | 4 


Mr. Matruews: It was a decision of the boards of directors, Mr. Fulton. - } 
Of course the reason for it is something that perhaps we would not. be able to 
explain fully but it had the authority of the board of directors and the interest 
was waived from the year 1948. 


Mr. Fuuron: I will put this to you. Supposing in faite years the Northern | 
Alberta Railways Company makes a substantial profit, will there be any wey] 
of recovering that interest as a back debt, or has it gone forever? 

: Mr. Marruews: Mr. Cooper says that it is subject to recall at a later. 
ate. ! 

Mr. Futton: Subject to what? 

Mr. Marruews: Mr. Cooper says it is subject to recovery at a later date 4 
if the interest is earned. ' 


Mr. Furron: Is it in the same position as though the government sought 
to obtain authority to waive interest owing to it by the Canadian National - 
Railway? 


Mr. Marruews: No, the effect is not the same because if interest were 
charged the Northern Alberta Railways Company the Canadian National 
Railways would have to put the money up and get it back. The net effect of © 
this is that the operating loss for the Northern Alberta Railways Company _ 
statistically and comparably with the Canadian National Railways is reduced, 
but cashwise there is no differenec because of the fact it is fifty-fifty operation, | 
and if you charge interest it has to be paid. There is no net difference really 
in the Canadian National Railway cashbox position. It does, however, affect 
the profit and loss figures. We call your attention to the point so that if you. 
are comparing the figures for this year with the figur es for 1947 you will have 
an explanation. 

Mr. Jackman: With regard to the Northern Alberta Railway Coripany ll 
that is not the company we purchased last year. j 

Mr. Martrurws: No. : 

Mr. JAckMAN: That was the Manitoba company. Is this a railway where. 
half the bonds are owned by the C.N.R. and half by the C.P.R., and half the 
equity too? 

Mr. Matruews: Yes, it is a 50-50 proposition—stock, Bonde and operation, ‘ 

Mr. JAcKMAN: All the way through? | 

Mr. MatrHews: Yes. | 

The CuHatrMAN: Are there any other questions, gentlemen?. yi 

Mr. Hazen: Are all these securities of the national system guaranteed by 
the government? I am asking in connection with the statement at the foot of 
page 2, about the different funds. i; 

Mr. Matruews: No, they are not all guaranteed securities. As I have 
mentioned before, particularly in the insurance matter, they did acquire over 
the years some of those securities that were related to the United Kingdom 
vesting order, but they were not generally guaranteed; but there is a very larg 
proportion of the investment holdings that are guaranteed by the dominion. 
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~ Mr. Marruews: I have not got the breakdown of that. 
Mr. Hazen: With regard to those that are not guaranteed, are they 
marketable? Could you realize on them if you had to sell them? 

Mr. Marruews: Those in the insurance fund, as we have pointed out, 
were withdrawn from the exchanges when the British government vested 
securities and the Canadian government acquired them, and in turn really the 
insurance fund of the Canadian National Railways took them over. It would 
be a question of having, I suppose, to put them back on the exchanges. 


Mr. Hazen: Are you satisfied to have those securities in those funds? 
Mr. Matruews: I would say this, Mr. Hazen, that the security portfolio 


of the Canadian National Railway System will, in my opinion, compare with 


any other investment portfolio of which I have any knowledge. The fact of the 
matter is that the securities are down to the point now where they are practically 
all dominion government securities apart from those that are inter-system, and 
the inter-system securities in that group are only $10,000,000, $5,000,000 of 
which is guaranteed. So that over all I think the investment portfolio of the 
Canadian National Railways would be a very desirable one in the hands of 
many investment companies. 

Mr. JackMAN: On this insurance fund operation the loss last year was 
$1,927,000, mainly due to the Bonaventure fire. I think there is reference to 
$1,783,000 which was charged against railway income and credited to the 
reserve, which sum was sufficient to re-establish it at $12,000,000. Mr. Vaughan 
said this morning that the loss of this station would run between $3,000,000 
and $4,000,000. | 
Mr. Cooper: The loss on the Bonaventure fire was about $2,000,000. 

Mr. Jackman: How much would it cost to restore the station? 


Mr. Coorrr: The cost to restore it would have nothing to do with the 
insurance fund. 


Mr. Jackman: Well, what I want to get at is whether you are overinsured 


or underinsured in your own fund? 


Mr. Cooper: We are going to build a modern freight terminal in place 
of the one which existed. The modern terminal will be a vastly different affair 
from the one that was destroyed. The one that was destroyed cost in the 
neighbourhood of $300,000. Most of the loss in the Bonaventure fire had to 
do with the freight cars and the freight in the cars and sheds rather than the 
sheds themselves. 

Mr. Jackman: That loss on the Bonaventure sheds, which is the only 
thing referred to here, would include loss of rolling stock? 


Mr. Marruews: It is the loss arising out of the destruction of the freight 
sheds. 


Mr. JackMAN: Not the freight sheds alone. 


Mr. Marrunws: That is right; but principally the loss was really in 
merchandise. When we look at the age of the Bonaventure station and realize 


: the time when the destroyed sheds were built, we realize its relationship between 


that cost and any reconstruction program now is nil. There has been destroyed - 


4 a relatively minor portion of a station that is seventy-five years old. Obviously 


the costs of that property-wise would not have any relation whatever to the 


I construction of a new over-all station facility at Bonaventure. The fact of 
_ the matter is that the main loss in this fire is the loss of merchandise. 


Mr. JAckMAN: Who carries the risk on the merchandise? 
Mr. Marruews: It is paid out of the insurance fund. We have to assume 


4 the loss out of the fund. That is what the fund is for—fire loss. 
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Mr. Jackman: Could you say what is the total risk that is carried by this 
fund which has in it assets of $12,000,000? Fe . ‘ 

Mr. Marruews: Well, Mr. Jackman, it covers the bulk of all the assets ’ 
of the Canadian National Railway System. There are a few special items 
insured with outside underwriters as we have mentioned to you before in other 
years: the steamship Prince G'eorge, the Grand Trunk-Milwaukee car ferry, the 
Ontario car ferry, the eastern car ferry, and a few other miscellaneous items, 
but in the main that $12,000,000 insurance fund is related to the fire risks of 
the national system. I think, however, in looking at that we should bear in 
mind that the record of the fund over a period of years has been pretty good, 
taking it all the way through, and it would take a major disaster to eliminate 
that $12,000,000 fund. I suppose in looking at it you have to consider what 
are the actual statistics concerning it. It has been a good record. 


Mr. JacKMAN: The $12,000,000 has been built up from year to year? 


Mr. Matruews: Well, Mr. Jackman, it was built up in the early years, 
and has been stationary at $12,000,000 for a good many years now. It has not 
been altered. In other words, any losses are taken care of, but as a rule there 
have been some profits from the insurance fund which, I think you will recall 
from our former discussions, I told you had been credited to the income account, 
the same account to which this loss is charged now. I think we should look on 
the $12,000,000—we always have—as a provision against some extraordinary 
fire losses. There have not been any of that calibre since the fund was created 
in 1928. 


Mr. JackKMAN: Does the income on that fund of $12,000,000 pay for most 
of the losses, which were incurred or is there an annual sum allocated to this fund 
in lieu of insurance premiums? 


Mr. Marruews: No. Mr. Jackman, as we also told you in previous years 
operating expenses in the main are not charged with the bulk of the risks. There 
are a few risks, as I recall, on the Grand Trunk Western that are charged 
operating expenses, but in the main operating expenses ceased to be charged 
many years ago because of the fact that the fund was built up to a level that on 
_ the basis of experience was found to be adequate, short of some major fire 
_ disaster. 

Mr. Jackman: How do you arrive at the sum of $1,783,000 charged against 
railway income and credited to this insurance reserve? 

Mr. Marrnews: That was the loss. 

Mr. JackmMAN: You just take your losses, do you? 

Mr. Marruews: That was the loss arising out of that fire. © 


Mr. Jackman: And the loss was approximately $1,927,000 which was 
sufficient to restore the fund at $12,000,000? 


Mr. Marruews: Yes, in order to take care of the loss of the railway station 
as a result of the fire. 


Mr. Jackman: In other words, you are quite sure the $12,000,000 is an 
adequate insurance reserve despite the fact that replacement values have gone 
up substantially in recent years? | : 

Mr. Marrnuews: Well, Mr. Jackman, we did mention in our report to parlia- 
ment last year that fact. We called your attention to the fact that the directors 
of the National Railways had been giving some thought—and we thought 
properly so—to the question of whether or not $12,000,000, in the light of higher 
replacement values, was adequate. Now, the directors have given that con- 
sideration, I think, on two occasions and.as yet no change has been decided 
upon as to the necessity to increase that $12,000,000. In theory one could easily 
argue that if $12,000,000 was an adequate figure over a ten-year period prior to 
inflation that it should be relatively higher in an inflationary period. We called — 
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| that to your attention on occasions in the past—there was specific reference to 


it in 1947—but really on that record of the fund I do not think we could raise 


any serious questions about it. 


Mr. JacKMAN: You are satisfied, then? — 


Mr. MarrHews: Short of a major disaster. We might have a major fire. 
We do not feel terribly concerned about the amount of that insurance. 


Mr. Nicuotson: I wonder if Mr. Matthews could make any comment on 
the policy followed by American class 1 railways; do they have an insurance 
trust account? 


Mr. Marruews: Some of them do. 
Mr. NicHouson: Or do they insure privately? 


Mr. Matruews: That is a matter of individual corporate policy. You 
might find that in industry too. You will find that some large companies carry 
their own insurance. This is a matter of corporate policy; no rule is laid down. 

Mr. JaAcKMAN: In view of the record— 

Mr. Marruews: I say in view of the record of the Canadian National Rail- 


- ways it has a decided saving. 
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Mr. JackmAN: The shareholders would rather have the risk carried this way 


than to have had the insurance on the station carried otherwise? 


Mr. Matruews: Yes, indeed. If you take twenty-five years of insurance 
premiums on the entire insurable risks of the Canadian National Railways you 
would find it would run up to a very sizable figure by now. It is a very decided 


- saving to the Canadian National Railways. 


Mr. Futron: With respect to the affiliate companies [ see on page 1 that 


- you do not audit them with the exception of Trans-Canada Air Lines. I take it 


you must have had a good look at their audited statements and would say what 
is your opinion with respect to the value of the holdings in those companies as 


carried on the books of the Canadian National Railways at $64,000,000? 


Mr. Marruews: Let us take them individually and see what their functions 
are, Mr. Fulton. I think one has to remember that investments in affiliated 
companies are carried for the purposes named. I think that type of unsolicited 
investment is made, in association with other railways, primarily for the purpose 
of securing the benefits of traffic interchange and terminal facilities. They are 
not investments in the sense that an investment company might invest for the 
purposes of investment income. 


Mr. Fuuron: I appreciate that, but they are carried at a definite figure on 


the balance sheet of the company. 


Mr. Marrunws: Let us take the Toronto Terminals and the northern 


Alberta Railways. The Toronto Terminals is a joint operation between the 


Canadian Pacific and the Canadian National. That concerns the question of 
having a union station. The cost of maintenance and operation of that station 


is divided between the two railways. Now, how would you assess the value of 
- that investment in any way differently from the way in which you have assessed 
the value of the investment, let us say, in the Montreal terminals, where the 
Canadian National own it themselves. I think, Mr. Fulton, if we analyse the 
- functions of these companies we then have to place our own valuation on that 
_ type of operation. 


Mr. Fuuron: I am not questioning the valuation placed. I am merely 


: asking you for a just and fair opinion. I am asking you if you feel that they 
are carried at their proper value. 


Mr. Marruews: What do you think is the proper value of the Toronto 
union? 


Mr. Fuuron: I do not know. I am asking you. 
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Mr. Marruews: As far as the Toronto terminals are concerned that is | 
obviously an indispensable asset. In connection with the Northern Alberta 
Railways I think that is a matter which has to be judged in the light of its 
contribution to the economy of that part of Canada. 

_ You know the operating results of the Northern Alberta Railways. We give 
them -to you each year. But that, perhaps, has to be related, in turn, to their - 
value to our national economy in that portion of the country. 

Mr. Fuuron: Let me take one specific example for the purposes of illustra- 
tion. On page 22 of the annual report under the heading of Advances, I see the 
item of $2,827,980.71 in connection with the Chicago and Western Indiana 
Railroad Company. 


Mr. Marrurews: That is a very prosperous company. 


Mr. Fuuton: That is one of the items included in the total of $64,547,637.11. 
Do you consider that to be a fair value at which to carry that advance? In 
other words, do you think there is a good chance of that money being recovered? ° 


| Mr. Marruews: That is a good joint arrangement, I think,, with five United 
States railways, and as for the advances made to the Chicago and Western 
Indiana Railroad Company, I would accept them. ; 


Mr. Fuuron: We get the answer “yes” as to that one. I was just asking 
you a general question as to your opinion with respect to the value at which 
these investments in affiliated companies are carried. If you should say that — 
your company has looked into them and that you are satisfied that they are — 
being carried at a fair value, then I am satisfied with the balance sheet ‘of the — 
Canadian National Railways, I am satisfied that it is a good picture. But if you 
should say you are not so sure about one or two of them, then perhaps, we should — 
look into it further. | 


Mr. Matruews: We have about $25,000,000 invested in Trans-Canada Air: 
Lines. We think that Trans-Canada Air Lines constitute a good asset in this — 
country. One only has to travel the world air lines in order to realize the extent — 
to which Trans-Canada Air Lines affect advertising on behalf of Canada. — 
One might say, how do you judge the value? If you are asking me about the © 
value of an invsetment commercially there is only one thing I would look at, — 
namely, the capitalization of earnings. But we are looking at other factors — 
here, and that is why I have to make our basis clear to you. | a 

Mr. Futon: I was asking you for your opinion as to the balance sheet ~ 
figure shown in the investment and affiliated companies. It is a figure of — 
$64,547,637.11. That was my only question. I am not competent to argue with — 
you. And if you say yes or no, then I accept it. ot , 


Mr. Matruews: Well, Mr. Fulton, I submit that your question is not one ] 
to which an answer of yes or no can be given without an explanation. You asked i 
me as to the value of these investments, if we were satisfied as to their value. ~ 
So I must, in fairness to you, explain the basis upon which we are satisfied with ; 
the value. If you had asked me that same question in respect to commercial ~ 
institutions or in respect to the commercial investment situation, I would have 
to say to you that Trans-Canada Air Lines, for instance, did not make any f 
money this year. Now, would you then begin to capitalize the deficit or earnings 
of the institution as you do commercially? We say that, for the purposes for 
which these investments were made, in our opinion, the way in which annual 
deficits are taken up, that it represents an investment in property and equip- a 
ment. So, for that reason, we regard them as being a proper investment by the © 
Canadian National Railways. _ 


Mr. Fuuron: I see, and although I am not trying to put words into your Fi 
mouth, Mr. Matthews, would it be correct to say that if I pressed you you might — 
have to say that the figure of $64,547,637.11 does not represent the cash value of q 
the investment? | hee 
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-Mr. Marruews: It represents a definite investment value of dollars, because 


deficits are not applied against the investment. As we mentioned, there are no 
- measured corporate deficits at all. You see, in connection with the Trans- 
- Canada Air Lines, the money is voted, and in connection with the Northern 


_ Alberta Railways, it is paid over each year. The Toronto terminals do not 


have any operating loss, they simply split the cost. So that investment in the 


affiliated companies may be said to represent the money which was originally 


put in there, which is not dissipated by losses. But if you had, against these 


- eompanies, large accumulations of deficits that had not been taken care of each 
year, then the picture would be different. I think the picture is a sound one, 
bearing in mind the purpose for which the investments were made. 


- 


_ Mr. Fuuron: I take it from what you say that you do make a sufficiently 
close check of the books of these companies, or of their annual statements, to 
satisfy you on that point. 

Mr. MatrHews: Yes. We get their annual statements each year and we 
examine the joint audited reports of their operations. 

Mr. Hatrietp: What is the value of the new Montreal termmals? At what 
value do you carry the new Montreal terminals? 

Mr. Marruews: That will be found in the investment property account of 


the railway. It is not in here. 


‘Mr. Hartrietp: Yes, but what is the value of the Montreal terminals; what 
did they cost? 

Mr. VaucHan: We have not got the details of the cost here. 

Mr, Matruews: I would say $25,000,000 to. $30,000,000, roughly. But the 
sum is not mentioned in these figures here, Mr. Hatfield. 

The Cuatrman: Are there any other questions on the Canadian National 


- balance sheet? 


Mr. JACKMAN: I understand that the only thing you are concerned with as 
auditors, in connection with these investments in affiliated companies, is the 


i matter of the cost value. It has not been increased by any accumulation of 
- deficits, nor detracted from by any subtraction of profit. You are onlly interested 


in the cost and as far as T.C.A. is concerned, what on earth has the social value 
of it, or the advertising value of it, or the national value of it, got to do with 
accounting? 

Mr. Marruews: Mr. Fulton asked me a question with respect to value. As 


_ far as the Canadian National Railways are concerned, so long as they have 


$25,000,000 in the T.C.A., or in any other institution, they are concerned about 
the conditions and the operating outlook of that company. That is all. Just 
so long as Trans-Canada is in the portfolio of the Canadian National Railways, 


_ I think these matters have a very decided bearing because if Trans-Canada, Air 
Lines was not a successful institution, then one would have to look at the value 
- of that investment. 


Mr. JackMAN: I am just following up Mr. Fulton’s question. I think he 


- wanted to know if the investment in affiliated companies was $64,547,637.11. 
- There is no question as to what was paid for them. That was a cash outlay 
given for the various investments at the time of their acquisition; and they have 
not been altered by deficits or profits since that time. We know, in particular, 


what one of them is worth, what it stands for on the books. But I suggest that 
that is wrong. I believe that some are worth more and some are worth less. It 


e must be the case. We know the Trans-Canada Air Lines are worth $25,000,000. 


I think the statement you gave leads to a discussion as to what constitutes value. 


Here is its book value. I say, what is the economic value of Trans-Canada Air 


Lines to us? Is it what you might get for it? Somebody might be willing to 


a pay ‘a handsome price for it, even though it does show a deficit at the present 
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time. The only thing we can get from this $64,547,637.11 here is that sometime _ 


or other that much money or consideration was paid for these assets. There 
is no necessary relationship to the present value. Is that not so? | | 
Mr. Matruews: I do not think I can add anything to what I have said. 
Mr. Jackman: I would like to ask you a question about page 2. of your 


v 


report where you say, in the seventh paragraph: 


We have received certificates from the responsible operating and 


executive officers to the effect that the Fixed Properties, subject. to the 
utilization of the unexpended balance of $17,000,000 in the Deferred 
Maintenance Reserve, and Equipment have been maintained in a proper 


state of repair and in an efficient operating condition during the year, and 


that in so far as traffic demands would permit, such Physical Retirements, 
which should have been made during the year as a result of wear and 
tear and obsolescence, have been made and that notification of all such 
Retirements has been given to the Accounting Department. | 


Is there anything there to which you wish to draw our attention particularly 
other than the fact that $17,000,000 of the deferred maintenance reserve, has not 
been expended. But so far as the physical condition of the property is concerned, 
you are not concerned with it, either as to its efficiency or as to the safety of it. 
Might I just ask you why you draw attention to the statement on page 4 under 
the heading of Reserves and other Unadjusted Credits. What is the meaning 
of that first paragraph? Why do you draw our attention to it? a 

Mr, Matruews: For the reason, Mr. Jackman, that in previous years the 
unacerued depreciation, prior to 1940, on equipment retirement, was charged as 
a capital loss to proprietor’s equity. But starting with this year, it has been 
charged against the reserve itself, for the reason that it is now deemed to be 
proper, in view of the fact that the reserves have grown to such proportions, that 
it should be able to carry that unaccrued depreciation prior to 1940 for annual 
retirement. It is simply a change in accounting policy to which we call your 
attention. 

Mr. Jackman: And does it meet with your approval? 

Mr. Matrurws: Oh, definitely. 


Mr. Jackman: I do not think I understand it thoroughly, but perhaps, after 
I read your remarks I shall. | 


The Cuairman: Is there anything else in connection with the report? 


Mr, Futon: Why is the sterling currency carried at $4.862 rather than 
$4.00. 3 


Mr. Marruews: You mean instead of $4.03. 
Mr. Futron: Yes. 


Mr. Matruews: That is the basis upon which the railways have always 


converted their sterling balances, Mr. Fulton. 
Mr. Furron: What about the conversion of sterling at that rate when the 


official Canadian government rate is $4.03. Is it going to give us an accurate 4 


balance sheet picture when it is carried here at $4.867 


Mr. Marruews: I think that is a matter of judgment, as to what the ulti- 
mate liquidation of these balances will be and the trend of the value of sterling. 


This question of currency balances, Mr. Fulton, is becoming a very complicated — 


affair in the world. 
Mr. Fuiron: What is the normal practice? 
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Mr. Marruews: I would say that there is no normal practice. It varies. It 
depends upon the conception of the individual company as to the value they 
place ultimately on the liquidation of foreign values. Now I have in mind another 
company which has very widely distributed balances in several countries. 
Now, they take a particularly grim outlook of the exchange in those countries. 
But in converting to sterling currency at $4.86, it is the railway’s policy; we make 
it clear each year. I think it is a matter of opinion. I would not want to lay down 
any hard and fast rule. The question of foreign exchange is very complex and 
subject to a great number of factors. You might say perhaps that on balance 
the chances are that more companies would convert at what might be regarded 
as something approaching the current or free rate of exchange. The Canadian 
National Railways have always accepted that. But on our part, we do not think 
it necessary to take exception to that because the amounts involved are not very 
oreat. 


The CuairMan: Are we through with that now, gentlemen? 
Some Hon- Members: Carried. | 


The CuairMaN: Shall we go on now with the Canadian National (West 
Indies) Steamships? That report is short. Shall we take that as read? 


Some Hon. Memsers: Yes. 


10th. March, 1949. 
CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 


Tur HonovuraBLeE THE MINISTER OF TRANSPORT, 
~ Orrawa, CANADA. 
Sir:—-We have audited the accounts of the Canadian National (West Indies) 
Steamships, Limited and Subsidiary Companies for the year ended the 31st 


- December, 1948, acting under your authority, and we now report, through you, 


to Parliament. 

The accounts of the Steamships and its subsidiary companies are not con- 
solidated with those of the National System, all the shares of the parent steam- 
ship company being owned by the Government of Canada. 


GENERAL SCOPE OF AUDIT 


In brief, our audit of the Steamships’ accounts for the year 1948 included: 

(a) Examination of major expenditure authorities in conjunction with the 
recorded Resolutions of the Directors and By-Laws of the Company; 

(b) Audit tests in the offices of the Steamships limited to a cross-section of 
the major expenditures so authorized; ay 

(c) Examination into the adequacy of the internal audit control in general 
as exercised by the accounting department of the Steamships. In this 
connection we worked in collaboration with the executive accounting 
officers having as a common objective the securing of maximum internal 
protection to the Steamships in the control of Cash Receipts and 
Expenditures, Securities Held, Material Stores and Accounts Receivable 
of all types. The Company is further protected by Fidelity Bond 

- -Insurance carried with outside Underwriters; 

(d) Audit of the Consolidated Income and Profit and Loss Accounts and 
the Consolidated Balance Sheet and certification thereof. | 
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CoNnsoLipATED INcoME ACCOUNT 


Provision for depreciation covers all vessels at the uniform rate of 5% per 


annum. | . 

We have received 2 certificate from the responsible officers that all equip- 
ment has been maintained in a proper state of repair and in an efficient operating 
condition during the year; that such physical retirements as should have been 
made during the year, as a result of wear and tear and obsolescence, have been 
made, and that notification of al! such retirements has been given to the 
Accounting Department. 


ConsoLipaTeD BAaLaANnce SHEET 
Assets 
Investment in Vessels is carried on the general basis of cost. 


The Replacement and Insurance Funds are composed of investments in the » 


securities of the Government of Canada and the Canadian National Railway 
System (Guaranteed by the Government of Canada) together. with cash and 
sundry current assets. The total year-end market value of the securities held 
in these funds was $14,000 less than the book figure based on cost. 

The Replacement Fund increased $578,000 during the year as a result of 
depreciation accruals paid into the fund and the 1948 earnings retained in the 
fund and credited to “Vessel Replacement Fund Earnings” in the Income 
Account. 

The Insurance Fund increased $205,000 during the year. As‘at the 31ct. 
December, 1948, the insurance risks on all ships were carried in the reserve. 

Accounts Receivable and Payable of all classifications have been tested by 
us with the subsidiary and controlling records, cash and other transactions sub- 
sequent to the year end, departmental files and general supporting information 
but such Accounts have not been verified by direct communication with the 
individual Debtors and Creditors. 

Discount on Capital Stock represents an intangible book value set up at 
the time of incorporation to offset the par value of the shares issued in considera- 
tion of the guarantee by the Government of Canada of the Steamships’ Bonds. 


Inabiltties | 
- Unadjusted Credits are comprised of uncompleted voyage suspense items 
and a reserve against amounts in dispute. , 


Reserves 
The Insurance Reserve amounts to $1,749,000 excluding’ the estimated 
amount of $15,000 set aside to meet the larger unadjusted loss claims. 


Profit and Loss 


Profit and Loss covers the period from the inception of operations in 1929 


to 1948. In considering the Deficit, it should be borne in mind that Interest on 
Advances for Deficits has been charged for the entire period. 


Where foreign currencies are involved the Balance Sheet Accounts of the 


Steamships are converted generally as follows: 
(a) U.S. Currency—at the dollar par of exchange. — 
(b) Sterling Currency—at the rate of $4.02 to the pound. 


Dollar amounts stated in this Report are to the nearest thousand. 
Yours faithfully, 
GEORGE A. TOUCHE & CO. 
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The CuHarrMan: It is very short and we can very easily read it. 

Mr. JACKMAN: Some one better read it, I think, Mr. Chairman. 

The CHAirMAN: Do you think we should have it read? 

Mr, Fuuton: I noticed one thing right down there at the end of the report 
which is very interesting. 

Hon. Mr. Cuevrier: Yes, I was expecting you would be bringing that up. 
That is one question we can get started on. 

Mr. JAckMAN: Might I just ask you this: while the balances of sterling 
and such currency are not substantial in amount, nevertheless, if we take the 
franc in Paris at its usual purchase price, on the basis of fifteen francs to the 
dollar, we have a hidden reserve in our investment there as far as our books 
are concerned. Am I wrong in that assumption? 

Mr. Matruews: No, I do not think you are wrong. 

Mr. JAackMaAN: If the company wants to buy frances we would make ‘a lot 
of money, but if we were to try to buy dollars it would be a different thing. 

Mr. Matruews: I think there again you are dealing with the currency of. 
a foreign country which is involved today in a dollar shortage. You know the 
relationship of France to the ‘Marshall plan and what their hopes are with 
respect to finance. The amounts involved relatively are not large. We are in 
no better position than you are to say what it amounts to. I think on over-all 


fixed investment it is the general practice of most companies to maintain in 


their books something like the original cost at the time it was acquired. 

Mr. JAcKMAN: Is that cost in francs or dollars? 

Mr. Matruews: The cost is dollars. 

Mr. Jackman: In dollars? 

Mr. Martruews: Yes, at the time the investment was made, but there again 
one might say, well, have I got any confidence in that country that it would 
ever recover its exchange position, and if they feel they have not, they should 
write it down. The Hotel Scribe, there in Paris is a very valuable property. 

Mr. JAcKMAN: We have no substantial amounts in francs? 

Mr. Matruews: No. 

Mr. JAckKMAN: Have we any substantial amounts in sterling? 

Mr, Matruews: No, not relative to the operation. Of course, if we want 


_ to get technical on that, we have a large investment in the United States and 
- one could argue that the U.S. dollars may be regarded as a stronger dollar 
_ than the Canadian, but we convert it at par. I think, Mr. Jackman, it is 
_ almost impossible today to sit down and work out a fixed rate on international 


exchange. 
Mr. JackMAN: I see at the bottom of page 6, at end of the end of the 


: Canadian National (West Indies) Steamships report you indicate that you 


e 


¥ 


_ policy. 


carry U.S. currency at the dollar par of exchange and sterling currency at the 
rate of $4.02 to the pound. 
Mr. Marruews: I have been waiting for that. It is a matter of company 


Mr. Fuuton: How much is involved? 

Mr. Marruews: It is a very small amount. 

Mr, Fuuron: Do you know how much? 

Mr. Marruews: No, I do not recall it exactly. It is not large; as a matter 


of fact the sterling and French currency in these accounts of the Canadian 


National Railways are infinitesimal. 
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The Cuairman: Is that all the questions on West Indies Steamships? Is 
that carried? 7 yes 


Some hon. Members: Carried. 


_ The CHamman: Gentlemen, we have three items for the Minister of 
Transport. What are they, Mr. Chevrier? 


Hon. Mr. Cuevrier: They are items 488, 489, and 556. 
The CHAIRMAN: Shall we take item 488: 
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De- Compared with Estimates 
No. tails of 1948-49 
of - Service on 1949-50 1948-49 
Vote Page 
No. Increase Decrease 
$ $ $ $ 


488 |To hereby authorize and pro- 
vide for the payment from 
time to time during the 
fiscal year 1949-50 to the 
Canadian National Rail- 
way Company of the dif- 
ference (estimated by the 
Canadian National Rail- 
way Company and certified 
by the Auditors of the said 
Company to the Minister 
of Transport as and when 
required by the said Minis- 
ter) occurring on account of 
the application of the Mari- 
time Freight Rates Act, 
between the tariff tolls and 
the normal tolls (upon the 
same basis as set out in Sec- 
tion 9 of the said Act with 
respect to companies there- 
in referred to) on all traffic 
moved during the calendar 
year 1949 under the tariffs 
approved on the Eastern 
Lines (as referred to in Sec- 
tion 2 of the said Act) 
of the Canadian National 

WERLALIUERYIS Cote a acetate ea De win tal 5,503,000 4,800, 000 703, 000 
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* Mr. JackMan: Is it not customary for us to have the Hudson Bay Railway 
Company accounts at some time or other? | | 

The Cramman: I think they were discussed. I think Mr. Moore was 
discussing that. 

Hon. Mr. CHevrier: Questions have been asked on that. The point is that 
at one juncture you asked that that be done and we did it here two years ago, 
but I do not think we have done it since. It is an item in the estimates and 
those estimates are not taken from the committee of supply. 


Mr. JAcKMAN: It would be a matter of courtesy to discuss that here. 
Hon. Mr. Cuevrier: We can deal with that, if you like. 


i Mr. Jackman: Could we have, Mr, Chairman, that railway company balance 
sheet? 

Hon. Mr. Cuevrier: We will get that for you, if not today it will be here 
tomorrow. 
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‘The CHAIRMAN : Let us proceed with item 488—Maritime Freight Rates Act, 
Canadian National Railways. Are there any questions to the minister about 
that? 


Mr. JacKMAN: Would the minister give us an explanation of the apparent 
- increase there? 


Hon. Mr. Cuevrtr: The increase is due in part to the 21 per cent increase 
in freight rates. 


Mr. Harrtetp: Is that before or after the increase? 


Hon. Mr. Cuevrier: Well, it came into effect when the judgment became 
effective, and I think that was in April of 1948. 


‘ Mr. Hatrieip: I know, but was the 21 per cent added to the old rate or the - 
_ new rate? 
| Hon. Mr. Cuervrier: The 21 per cent was added to the old rate. 


The CHAIRMAN: Shall the item carry? 
Carried. 


What about item 489—Maritimes Freight Rates Act, railways other than 
_ Canadian National. 


De- Compared with Estimates 
No. f tails of 1948-49 

of Service on 1949-50 1948-49 
Vote Page ; 


No. Increase Decrease 
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489 jAmount required to provide 
for payment from time to 
time during the fiscal year 
1949-50 of the difference (es- 
timated by the Board of 
Transport Commissioners 
for Canada and certified by 
the said Board to the Min- 
ister of Transport, as and 
when required by the said 
Minister) occurring on ac- 
count of the application of 
the Maritime Freight 
Rates Act, between the 
tariff tolls and the’ normal 
tolls (referred to in section 
9 of the said Act) on all 

‘traffic moved during the] 
-ecalendar year 1949 under 
the tariffs approved by the 

j following companies: Can- 

La ada and Gulf Terminal 

= Railway; Canadian Pacific 

Railway, including: Fred- 

ericton and Grand Lake 

Coal and Railway Com- 

pany and New Brunswick 

Coal and Railway Com- 

pany; Cumberland Rail- 

way and Coal Company; 

Dominion Atlantic Rail- 

way; Maritime Coal, Rail- 

way and Power Company; 

Sydney and _ Louisburg 

Railway; Temiscouata 

Haiway Company. 2 Guat oe: 1,400,000 1,150, 000 25, 000 
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Hon Mr. Cuevrier: You will see that there is an increase of peal 000 there. 
Mr. HatTFie.p: Is this also statutory? 
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Hon. Mr. Cueveier: Oh, yes, they are both statutory and are always referred 
to this committee. : , 
Carried. | 
The CuatrMan: Item 556—that is the Prince Edward Island car ferry and 
terminals, deficits, 1949. 


) De- | Compared with Estimates 
No. j tails of 1948-49 : 
of . Service on 1949-50 1948-49 ooo 
Vote Page 
No. Increase Decrease 
$ $ $ $ 


Non-Acttve Accounts 
National Harbours Board 
DeFIciTs 
Transport 


556 |Amount required to provide for 

the payment during the fiscal 

year 1949-50 to the Canadian 

National Railway Company 

(hereinafter called the Na- 
tional Company) upon appli- * 
cations approved by the Min- 

ister of Transport made from 

time to time by the National 

Company to the Minister of 

Finance and to be applied by 

the National Company in 

payment of the deficit (certi- 

fied by the auditors of the 

National Company) in the 

operation of the Prince Ed- 

ward Island Car Ferry and 


Terminals arising in the cal- 
Ondar Veer 1949 ven Nasa Pease 1, 159, 000 904, 000 255,000 
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Hon. Mr. Cuevrier: That is an increase of $255,000 in operating expenses; 
and operating revenues were $305,000 while operating expenses were $1,448,000 
leaving a deficit of $1,159,000. ° 

Mr. Harrietp: Have the freight rates charged on trucks between the island 
and the mainland been reduced? 

Hon. Mr. Cuevrier: They were reduced during the course of 1948. 


Mr. Harrirup: They used to be fairly high rates. 

Hon. Mr. Cuevrier: Some of them were heavy. They were reduced on a 
number of items, particularly agricultural products. 

The CHarrman: Shall item 556 carry? 

Carried. 


Now the management have supplied us with copies of the operating state- 
ment of the Hudson Bay Railway. 
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a HUDSON BAY RAILWAY 
i ConsouipaTep Incomn Account, Fiscau Year 1948-49 anp Fiscay Year 1947-48 
4 Fiscal Year 
4 1948-49 
4 10 mos. actual Fiscal Year 
4 2 mos. estimated 1947-48 
_ Ramway Oprratinc REvENUES— | 
i METS SN eh ce ene an Luss AOA Na Att arts Mor Caa May eRe te RIE oda ty AIS '$ 967,000.00 $ 836,298.08 
ey WASSONRCN alee haat oh a ae PE a a OLR Bare abe a VA are ar Ss pl De Alt a 135, 000.00 103, 065.88 
gy TEMES GA A eR RSE eM Ad OL NIM Ui ty AR MEAT Ls ER NDEI LARS UAE NYU pon PAL A 3,000.00 2,848.14 
PR TISS Nee ata ea cae el uihiia Sie Nii VMAS Hsia hoe ARMs meclone Oa ay OU 35,000.00 31,360.98 
Telegraphs...... St ake eR ABR HM Hl Seid wine ACS RNG ela dt gman NL Ra Mags 8, 700.00 8, 954.37 
AL LOR aur, bs VUE RITE SHE a ta uel OE a AA Ageia a ATU a De MR oe 82,300.00 67 , 649.84 
TotalOpersvine Ve Venues oer ry SOT ea as Gd $1, 231, 000.00 $1,050, 177.29 
_ Ratmway Orreratinc Expenses— 
: Maintenance ot Way and Structures .3 8.0 oe Seo eh, oe ees .. $$ 632,000.00  $ 465,357.59 
4 aT HONATCO OF TUCUIPMIGNE fin.) e Se nae Gene dee eke SR NeGA Tapas ware 94,000.00 69, 395.60 
ie PE VANSDOELAUIOM Een ee HME YW Mone AO e BN, UR CLG Mie ine ay Waco gat ait 547,000.00 453,170.79 
a. BPISCe ances CipenabiOne ee hike Re Mn RCN | at YY ee es 50, 000.00 27,616.25 
4 Mere RAL aw wera ats ee ia ae St f Fe Sale On COM Anita Mare mn asa pagie 314 40, 000.00 33, 984.61 
q Total Operating Expenses:....... 0666.0 000cetcveeeeee ee $1,363,000.00 $1,049, 524.84 
Net Operating PRE Wem YE cis oe ee rhs UR eel a OU, $ 132,000.00 Rae 652.45 
REO eee ee uO eID tnt ROE AN Aa May CMAN NOE AUSSIE gee 110.72% 99.98% 
Railway Tax Accruals: ... 0.3.8. sp AE Arts AULA Hop bin el ee I $ 5,450.00 $ 4,086.33 
Railway Operating Income.............. SA A NIMES Care RC ge $ 137,450.00 $8; 483.88 
Equipment Rentals—Payable— 
Hireot Preieitt Care Wepre ls ag PE ss eS Ce a ay $ 118,000.00 $ 134,312.98 
FLERE TOY LOCOMOEVER ie ke Rae shales AS hea Oa NECN le 95,000.00 92,463.24 
Rent ior Passencer, ih rain Cars. 7 cy Oe eG eG Ne re a 24,000.00 15, 985.54 
| Renton Work Po uipmen tig iad sess adele whic leary swe Be paul 27,000.00. 33, 194.28 
4 Oba LAO UIDINeRL LueDba er he Oe haa elias cle ee ata, $ 264,000.00 $ 275,956.04 
a Rent Income— , 
Wy Moint Macey Bente OTR OLD 6 cli eA le Gia ru eae Pla aay $ 12,000.00 $ 12,880.00 
a Miscellaneous Rent Income—Cr...... 20.00... o eee eee 150.00 146.00 
i $ 12,150.00 $ 13,026.00 
riey ried Bes nich AME SRN ayy AOR SA NCH RSG CURT RS OE DR $ 389,800.00 $ 266,363.92 
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Fiscal Year 
1948-49 


10 mos. actual 
2 mos. estimated 


Railway Operating Revenues— 


BEING Mice eae. ot GED MENU DAN SPA Ue VT LO nets Vane Mig Meat $ 967,000.00 
PASEGNB OT 8 os ik SEINE Uc aye Lire me AC Tice Ge NaN en aa ueri 135,000 00 
DREAM O RN ee Wy Ure e lak aN hea nat RSS EGE SURO HERE Ramos ah 650.00 
Aa Cr Oo TAMIRARG BONGO ORICA Nn UR Seria ay ANCE LSI see anh. Met EU 9,500.00 
EASA TUS AES POSSE NS cht HA eNO GAD OS G8 GIMENO ONT kT SAGE 3,000.00 
MESDT GSS ioe nwa Ol) eM SAND Se Veli at atauah, Rubi gn AER kn a 35,000.00 
Pocher assenper Crain. 3. toe ek a ee ce RO ee 325.00 
Ht ce Ahaiars ARERR LICR BUNA UM OL wee eecnT A MESON TRA EAC ME ct mney oC 225.00 

PE WROCRARS uN A A Re eS ch eN ons (UU SNG AU HRTL Un RCO AR AEN SEO RMA CMA 100.00 
Pine And Ditto soc es pate NO act SOR MANN CY INCI AIAN nN 
Restaurants and’ Boarding Cars...) 0 ee i 39,000.00 
station, train.and ‘boat privileges.) 00... oc oss 800.00 
ROTA “ETRISO ES 2 cei aii ueke Late me acta aaee ir Gah VOI iy Mend aun 50.00 
eo rage bagenee 6) Ci Usui aiid CL (evan GA te AS Sars rma gat 
MCLG RT ADT eS ah ied acest ig tA TEN lo tok an ane erik oh MSRaISG eee NG 8,700.00 
OOM OR ia MN a me hl Vio UES Ae nL ep Ue aOR a at hat yp 650.00 
Rents of buildings and other property............................. 8,500.00 
BRISCEL AONE! ee yuan rly NUN Iai Nan ny ie eee) a mee Wg 22,500.00 
Potal Operating "Revenesi. 3) ec ee en $1, 231, 000.00 


Ramway Orrrating Expenses— 


Maintenance of Way and Structures......2...0.........0..../..... $ 632,000.00 
Maintenance of Equipment.............. dy ssie attra hah eh eC NMOR SS PO NER AN 94,000.00 
‘Transportation........... Seto dia oA ete dks aha a Mele ey haa Bn car Deane SURI 547,000.00 
Biscetlaneous Operations.) ie ne eh ae oa ee eta I 50,000.00 
General. ..o.. oe ile bike SRE aS UCHR Unit aE Re UN ED naan go hE N 40,000.00 

Total. Operating Expenses, ) i602) uy i Sa eae $1, 363, 000.00 


INST Re VORNe fh APs EG Uy Ugh a Mme Naa Sh aa eS 


132,000.00 | 


. ] 


Fiscal Year 
1947-48 


$ 836, 298.08 
103, 065.88 


24,513.89 
$1,050, 177.29 


$ 465,357.59 
69, 395.60 
453, 170.79 
27,616.25 

33, 984.61 


| $1, 049, 524.84 


$ 652.45 
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MAINTENANCE oF Way AND STRUCTURES— 
Superintendence............scsceceer seen cee t sete ne eee es eee eens 
Roadway maintenance......... 66. c cece eee eee tence eee teen ees 
Bridges, trestles and culverts..........-..sseeeee neste eee e teen ees 
Petra Mea SEWN URS in Usha tm Scgatin wae’ a's Bm ofl’ gis. ate minis eignal ein sta 


Eee ps MUL Dal erated leat st Na fetiaholJeley der \eie eresier enele?ib, elie veils) eye verienarels) Sy eel; suciey plete rin ty fun 2 


Bee aE he cee eee pie crabs: Nal a blateiataar ei bts bine) mie alana WCn lala rel # een 
Track Laying and surfacing............- eee erence eee cence ees 
Fences, snowsheds and signs...........- eR Heat INE SRW HRN GU G. a 
Station and office buildings 
Roadway buildings 
Water stations 
Fuel stations 
Shops and engine houses........-- 1+ :eseceeeee tener cere see e tenes 
Telegraph and telephone lines 
Signals and Interlockers............-.+-s esse rece ence eect eee ees 
Power Transmission systems 
Roadway machines............. cece cece eet e cence eee eens er enes 
Small tools and supplieS.............ecee cece eee cree seen ee reses 
Removing snow, ice, and sand...........-- eee cere eee ere etre ees 
Maintenance Jt. tracks, yards, etc 
Maintenance Jt. tracks, yards, etc 
Stationery and Printing 
Injuries to Persons 


So Eke ale ve htee eran ete el eels lel elereie: see's epee elim ay erly. 8% 


cla aia eteliov alta? oifexvel bh oh 0i-0)"4 ered) O10) 8,6 | a8) eA RAO Rie 8) 0.07.5) Oe 
ROR VR LUPDIA. GU atahiet ejlelve/ ola ele, 8He) stecel lev enetie:.s) ei'9)16) S.8y SCE Sra) Oey oie) \8:\C1P le. /© 
Price Tucan he oui Rep ate e Uita han ere linia teifshonisiinesielisivejte (eh ayaa: Santee) e] 0: 81:6) 044558 


Lie Pea ive ME a Ve tlaiacetra) ater enieths; of ete \elmtey ele. ors «cae nepey aie etieiie: ere) eves Sey a est. )S 
GM awa tia tate ran etel ereehe lee Ore eae ete ie wher oe) @) eee) 8.18: 


ailaviateltall dive), ose capre: (6) .0\ 6: 'ailes wie) 61 \@) 8) 6 yas 6/8) Sse 8 9) O18) BeOS SB. 


Sie cetete vate! aera ei6 el eerie. O18 86, (oO 1S! OS) e790 8 (ele, 
elec cidial ph ever oa ee wieef sO) Ore 6) er eire) Sie m6) S)'e.'m7.9)) & 
Betas cla oslek aleieke Gitalie tel el oi 6 hele e: #9) 4) Cup) Che ey sige 8, © CUBA Ree CNC. Se 


SIE UA NG! Seiya CNau sw eure ot evel lerenieveg Sasa; spe exergy @ 0) 'e 0) a(S, Ske) G16). 8 e522) oe ge. 


Total Maintenance of Way and Structures..............++- 


~ MAINTENANCE OF EQUIPMENT— 


Superintendence: 0.5)... eke  selblavenieietee minnie s elgt ei tintln ot nace sities 
Shop Machinery—Repairs....... 20... 0+ cece e cree eee cerns ences 
Power Plant machinery—Repairs..... 0.00. e cece eee teeter ee eens 
Steam locomotives—Repairs........ 5... cece eee eeeees BYOB ANALY 
Freight train cars—-Repairs..........- 0+ sees eee crete ees e reece nes 
Passenger Train cars— Repairs 
Work equipment— Repairs 
Injuries to persons 
Other Expenses 


STL tele! CLE Le Ler eho eens ter ig: 6) OL 6) MTB ARs O81 8 Op 8 78,04 8) OS 10 8/48 
Set atte hetp wie kei al ec ey ek ea 01 66 Le Le ee lane) el ep AL Sheng: 181050, 648: 
RN teMel ger oat Siete’ Srwnshe eR ep esis ers) Gree Bs 6Ue 61 8S) BLOHP (SAS @1@.8 78) SLO) Phe, e 


Deh maa eh a anescalbanee pNtel of Sneha etela: SimvaT Ske Aes lehpl a /eieiaie el sce) 88) "s Re ye eee (tS 


Total Maintenance of Equipment 


Aileife. Ovi (m).0) ONS [eye OLal eB) By ee Sele eel e 
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Fiscal Year 
1948-49 
10 mos. actual 
2 mos. estimated 


45,000.00 $ 
98,000.00 
15,000.00 
88, 500.00 
1,100.00 
8,500.00 
34, 100.00 
254, 500.00 


632, 000.00 
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Fiscal Year 
1947-48 


38,304.14 
58,446.75 


8,190.51 


3,555.78 
22,359.64 
32, 428.06 
(Dr.) 2,303.45 
(Cr.) 6,880.00 
» 169.75 
3.30 


$ 465,357.59 


— 

oO POR 
S3sess 
SSssss 


© 
> 
=) 
S 


$ 4,481.50 


933.17 
48,444.13 
3,674.12 
1,735.00 
7,029.59 
3,098.09 


69, 395. 60 


$ 
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Fiscal Year 
1948-49 


* 10 mos. actual Fiscal Year 


2 mos. estimated 1947-48 
Transportation Rail Line— 
DUpPEIDERC ence ce OU Aa EU an MaetaG attes peeite $ 29,000 00 $ 23,169 84 
a orepia Wolaany Greve 14,0. 'S!s ee) i! fh ec Ya teu Gs Ge aaa Un eke i 7,200 00 5,440 46 — 
PUAGIOT eM DIOVeOS ci So ue CN Cas dea tee ye MMe ou Bee 51,000 00 33,307 49 
Station supplies and: expenses. .).), 0. 200d 11,500 00 9,500 09 — 
Pardmastersand yard clarks) (9/0048 (uy a Wecueaiie we i, « — — 
card conductors and-brakemen il.) oe ne — — 
Natdewiteh and signal tenders, i. 0C ge ine eat 500 00 — 
Mer en eiieno en 60) Alea oN nto a mn mCi eNt yy Demwlaaues — — 
Ward-owitehing Taal) cin honest en une uve ae oen lv = — 
Maver tor yard locomotives... hy ll ais el ae ae ca el ta — — 
Other supplies for yard locomotives). 3.0008 — — 
Pnginehouse expenses Yard 0005. (eeu eum nt on Ou — — 
Vand supplies‘andexpensta, 15! lio ayn es OU — er: 
Operating joint yards and terminals...............000700) 0000 Dr. 23,000 00 De. 1944512 
Pea ONGINCMIAN nol cas date i Cl Aaa bipe at NN 61,000 00 48,355 95 
RUS UGE id a a eM A EC OCU MAE Wea N eg 199,500 00 156,940 72 
Mater for train locomotives: settle. lo tee ee uey 36,000 00 30,393 77 
Lubricants for train lodomotives. (yi. ie he en 500 00 325 70 
Other supplies for train locomotives.................000.000 00007 1,300 00 11 28 
Hugiehouselexnenses rain (vil Qh) ioc ee ie wou 10,500 00 8,437 35 
BUF OO ee LN OULU ht I ated tare Re api 78,500 00 60,852 10 
Erain supplies and) expenses. 40/9 4ui rc came eel Onann aie iip 34,000 00 29,689 78 
Operating sleeping Cars ic. ck tee Rh Ne eg Lag ON —— 472 61 
Draw bridse operation (i. aed nro) Maka? Gm ie Miet Yen coNigy 150 00 27-55 
Opationer y anchprinting. lsc W ld We ean Gis Sweat Gone 975 00 891 63 
Cearine wreaks. C8 Pah iis, Nakina buh cas odeey re Wty Ms 1,100 00 18,763 55 
Hoss atid: damage-Preights. as juiiuhlc ius iki ane a ee De 1,200 00 5,698 82 
dilutes bo personsd ce. Uc Ser ar CU Wec tne tei cau nn i ee cg Ven 75 00 1,460 24 
Damage to livestock on right of NERVE ode’ ahve ONION MRA AT dacs A OEE gO A = 18 74 
Toval transportation, Rail Line.) ea ee. $ 547,000 00 $ 453,170 79 
Miscelllaneous Operations— 
duane and, Butlet Services ficial oh to ce UNO an ig $ — $ — 
Restaurants and Boarding Cars.........)...0/..000..)0000 20" 48,900 00 26,585 85 
Feoaueme power sald si hi. 8 Wal Ml Ae (ama ana: 1,100 00 1,030 40 
otal Miscellaneous Operations:, 00.6 Oy iy ee $ 50,000 00 $ 27,616 25 @ 
General— ny 
Salaries and Expenses of general officers........................... $ 12,000 00 $ 12,000 00 
EO ifetS COL Eh Sue On Wan iO asl eh Ree MIO Sh EINER VTS NA — — 
PSN GH. es Fig Seen NU INS a aR add NAR OM MRCS a 28,000 00 21,984 61 
Aioberd Cremer. 0 Lee Miele kala Ceo anh deg a $ 40,000 00 $ 33,984 61 


Now, Mr. Jackman, you 
the Hudson Bay Railway. We 
Mr. Vaughan those questions? 


said you wanted to ask some questions about | 
still have a few minutes. Do you want to ask 


Mr. Futon: May I ask whether any consideration has been given to the 


matter I raised yesterday on the question of subsidies to steam 


Pacific Coast. Since I have brought the matter up I have |] 


supplementary estimates and I see provision is 


steamships out there to the extent of nearly $300,000 a year. 


question was whether you could work out 
to you on the same proportionate basis. 


ships on the 
ooked in the 
made in that direction for 
I think my 
what would be a comparable payment 


ERS pe ee ae ee eee ee 
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4 Mr, VaucHaN: We have given that some consideration but I think we 
would rather do some figuring on it when we get back to Montreal in relation 
to passengers and tonnage handled and the number of steamships in service. 
I do not think I could give you a satisfactory answer off hand. 
The CHarrman: Does that answer your question, Mr. Jackman? 
f Mr. Jackman: I suppose the question should be addressed to the minister 
‘rather than to the C.N.R. 
A The CHairman: I suggest that they are both able to answer. 
i Mr. Jackman: Is there anything new that parliament should know about 
this railway? I see the deficit has increased from $266,000 to $389,000 and 
I suppose one of the chief reasons is that the amount required for maintenance 
of way and structures is up from $465,000 to $632,000 which is $170,000 right 
there, and that is a very substantial part of the deficit? 
As I understand it there is an over-all plan and you are having higher 
‘replacement and maintenance costs—which ean be expected to continue as time 
goes on? 
Mr. VaucHan: I think the increased deficit is largely due to increased 
wages and material costs. There was about the same amount of work done 
‘on the line last year but wages are higher and costs are more this year. 

Mr. JACKMAN: Maintenance jumped from $465,000 to $632,000. 
E Mr. VAUGHAN: Yes. 
re Mr. Jackman: Is it not a fact that repairs and maintenance are becoming 


‘more costly in volume—greater in volume and greater In price? 

__ Mr. Vaucuan: The line is difficult to maintain in spots. I do not know 
whether you have had the opportunity of going over it but a good deal of it 
ds built on muskeg and the frost at some places is always a few inches below 
the track. It is quite a job to keep the line in shape. I do not think that on 
the average maintenance costs, except costs of getting the material there, 
‘should be very much higher, : 

_. Mr. Jackman: Is there anything in sight either civil or military which 
might indicate that the line could break even in the near future? 

h Mr. VaucHan: We unfortunately cannot control the traffic on. the line. 
We move all the traffic offered to us but the revenue depends almost entirely 
on the grain that goes over the line and that will always be the main source 
of revenue, 

_ Mr. Jackman: The deficits are not as great now as they were some years 
ago. Did they not run $500,000 or $600,000? 

_ Mr. Vaueuan: We try to keep the deficits down as low as possible at all 
times. We have cut the train service until there is a minimum service now. 
I think the line is operated as cheaply as it is possible to operate it and ‘at 


\, 


the same time give any kind of service at all. - 

| Hon. Mr. Cuevrire: I think the reason for the smaller deficit is that in 
Tecent years more grain has been moving over the railway. Within the last 
three of four years there have been 4,000,000 to 5,000,000 bushels of grain in 
the elevator at Churchill ready for shipment when the season opens. That was 
not always the case. I do not know what the position is now but last year 
there were upwards of 5,000,000 bushels of grain shipped out of the port, and 
naturally that grain came over the railway. 

Mr. Jackman: Without asking for any military secrets is there any sub- 
stantial volume of military traffic? 


» 
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Mr. JAcKMAN: As far as you can see, Mr. Vaughan, the situation will 
continue pretty much as it is? 


Mr. VAUGHAN: Yes. 


The CHAIRMAN: If that is all, gentlemen, I think the committee would 
wish me to express our appreciation to the president, Mr. Vaughan, and his 
group, and as well to the auditors for the very kind and courteous way in 
which they have-answered our questions. 

Mr. VAUGHAN: We appreciate the indulgence of the committee. 

Mr. Locxuart: I do not know whether there is any use asking this question, 
and I suppose the answer will be the same. I speak of the boat service across 
Lake Ontario. I am getting letters all the time on the subject but I eee 
there is no hope of improving that service, Mr. Vaughan? 

Mr. VaucHan: I donot believe there is, Mr. Lockhart. I do not neliden 
we would be justified in buying or building any. more boats. 

Mr. Lockuart: As long as you feel that way I suppose the situation a 
continue as it is. 

The CHarRMAN: Gentlemen, we shall adjourn and our next meeting will 
be on Tuesday, April 5, at 11 o’clock when we will consider Trans-Canada Air 
Lines matters. 


The meeting adjourned to meet again Tuesday, April 5, 1949, at 11.00 a.m. 
Appendix “A” 


NUMBER OF NAMES OF FRENCH ORIGIN APPEARING ON CANADIAN 
NATIONAL RAILWAYS PAYROLLS AS AT JUNE 30, 1947 


Names of Total Percentage 


ae athe French Other Em- of French | 

Origin ployees - Names 

% 

Stream Lines (including Express and Hotel Depart- | 
ments)— i] 
PAD LATCAG, FURR TON elite Ge lh we ds Ge Aicdauie leet ee eabaee ele 4,837 10,096 14, 933 32° Ou 
ET Pel ov aa BEY ne ol ANNIE DERBI nrg A AD SLM ey Ulan ouyR Ss Yel ATG 6,775 63 7,406 91-5 @ 
Montreal Districhon ec Vita me iar Sean Naa i Seat ree 8,878 9 225% |e OFS OD 49-0 
Southern Ontario Districtsy. ieioe. . ee ese 49990" 17/915. 4) AB ATE 2-7 
Northern: Ontario: Distrietiic cue 2 Vie a ee ee 430 3,611 4,041 10-6 © 
Nani tO ba DIStLieh uses cme Gu Uke ay nu eet 955 14,518 152473 6-19 
Saskatchewan Wistriches. aia ue Ga cove bie aban a Were 6, 283 6,460 2-7 
PVR IOLGd Me ISET TOU he ante ie Cate aed oT eel 184 5,856 6, 040 3°04 
Beitish Columbia Districts. 2) Woe eka seis 97 3,561 3, 658 2-6] 
ee SEE eee SSR Ne ee LRT Ie ee SUS a 
APOGEE. Cane Oe Git as, tae Ae aR Oia dee ve 22,832 71, 694 94,526 24-1 


CANADIAN NaTIONAL TELEGRAPHS— 


PR CIONETC ML OCLOD ULL MMe OMe cull Bh ye mics Rae 78 : 409 487 16-0 : 
Quebec and Eastern Ontario.................0008 636 Ch) 973 64-4 — 
Southern and Northern Ontario.................. 114 1on22 1, 236 9-25) 
Manitoba and Saskatchewan...................5 26 505 531 4-9 
Alberta and British Columbia.::. 6. 0.6...59.0... 29 691 720 4-05 

Dota: Maree Our ena R a Mi 883 3, 064 3,947 22:3] 

Grab PO TALl, che Oak ene liga Oe LON 28, 715 74,758 98,473 24-0 


' N ra :—Hotels and Headquarters Offices are included in the figure for the District in which they are 
ocate 
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TRANS-CANADA AIR LINES —ANNUAL REPORT (1948) 
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REMOVAL OF OPERATING HEADQUARTERS AND PERSONNEL 


| Second Report—(Estimates Referred) 
WITNESSES: 
a Mr. G. R. McGregor, President, Trans-Canada Air Lines; 
: Mr. W. P. Fillmore, K.C., Winnipeg, Manitoba. 
a 


. OTTAWA 
EDMOND CLOUTIER, C.M.G., B.A., L.Ph., 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
CONTROLLER OF STATIONERY 
1949 


CORRECTIONS 
(No. sh Minutes of Evidence) 


Page 35—In paragraphs 5 and 8 the words lhe rates” are substituted for 
the word “granaries” wherever it appears. 


Page 38—Fourth paragraph in the second and third line thereof the follow- 
ing words: “I think conditions did seem to improve after Mr. Johnson left’ are 
deleted and the following substituted therefor: ‘(Conditions improved while Mr. 
J. P. Johnson was there as Vice-President and General Manager and became 
much worse since he left for Winnipeg”’. 


Also on the same page, fifth paragraph from the bottom where Mr. Pouliot 
is quoted as follows: “You have only to check your territory”. The following is. 
substituted: “you have only to check your telephone directory”. | 


ES eA RN rTM UR ee eM ise AM a he iba VE Ah Helle EH 
eel ge a ils RISEN Ma U8 ae a eT OR Ara ee Hole oi) 
Mgt sp BS PRL AIRE TO I 2 ea) 4 +4 4 y! My a 


ORDERS OF REFERENCE 


Fripay, lst April, 1949. 


q Ordered,—That the name of Mr. Miller be substituted oF that of Mr. 
i Hatfield on ‘the said Committee. 
: 


veer 4th April, 1949. 


Ordered,—That the name of Mr. Viau be substituted for that. of Mr. 
_ Warren on the said Committee. Ln 


" Attest. + 
a ARTHUR BEAUCHESNE, 
Clerk of the House. 


REPORT TO THE HOUSE 
Fripay, April 1, 1949. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as its 


7 | SECOND REPORT 


4 Your Committee has considered the following items of the Estimates for 
| the year ending March 31, 1950, as referred on March 22, 1949, and approves of 
by = same, Viz: 


VotE 488—Maritime Freight Rates Act, Canadian National Railways; 


} Votr 489—Maritime Freight Rates Act, Railways other than Canadian 
|) National; 


Votre 556—Prince Edward Island Car Ferry and Terminals, Deficit 1949. 


All of which is respectfully submitted. 


H. B. McCULLOCH, 
Vice-Chairman. 
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MINUTES OF PROCEEDINGS 


Room 277, House of Commons, 
Tuesday, April 5, 1949, 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 11.00 o’clock a.m. The Chair- 
man, Mr. 8. M. Clark, presided. 


Members present: Messrs. Bourget, Clark, Emmerson, Fulton, Gibson 
(Comox-Alberni), Hazen, Hlykna, Jackman, LaCroix, Lockhart, Maybank, 
McCulloch (Pictou), Miller, Moore, Mutch, Nicholson, Pouliot, Viau. 


In attendance: Right Hon. C. D. Howe, M.P., Minister of Trade and 
Commerce, and the following: 


From the Department of Transport: Commander C. P. Edwards, Deputy 


Minister of Transport and Air Services; Air Vice Marshall A. T. Cowley, 


Director of Air Services. 


From Trans-Canada Air Lines: J. M. McGregor, President; and Mr. 8. H. 
May, Assistant Controller. 


From George A. Touche & Company, Auditors. 
Mr. P. Bennett. 


The following members of a delegation from Manitoba: Hon. D. L. 
Campbell, Premier of Manitoba; Mr, Garnet Coulter, Mayor of Winnipeg; 
Mr. George McLean, Mayor of St. Boniface; Mr. W. P. Fillmore, K.C., and 
Mr. E. C. Gillat, Secretary, representing the Winnipeg Chamber of Com- 
merce; Mr. Daniel Sprague, President, Industrial Development Board of 
Manitoba; Mr. Andrew Murphy, President, Winnipeg and District Trades and 
Labour Council; Mr. T. A. Farenhurst, representing the Air Force Branch 
No. 156, of the Canadian Legion, B.E.S.L. 


Mr. Pouliot, a member of the committee, asked leave to make certain 
corrections on page 38 of the Minutes of Evidence of Monday, March 28, 1949. | 
(See back of front cover). 


Other slight corrections were ordered to be made on page 35 of the Minutes 


of Evidence of Monday, March 28, 1949. (See back of front cover). 


With the permission of the Committee, Mr. 8. H. May, Assistant Controller 
of the Canadian National Railways tabled answers to certain questions asked 
of Mr. T. H. Cooper, Vice-President, by Messrs. Hazén and Jackman concerning 
operations of the Canadian National Railways. (The answers are printed in 
today’s Minutes of Evidence). ; 


The Committee had before it for consideration the Annual Report of the 
Trans-Canada Air Lines for the calendar year 1948. 


After a brief discussion it was agreed that the Committee would deal first 
with the subject of the removal of operating headquarters and personnel of 
Trans-Canada Air Lines from Winnipeg to Montreal, on which the delegation 
from Manitoba would be heard, followed by a reply from the President, Mr. 
McGregor. Then the Committee would consider the Annual Report. 
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The Chairman invited Mr. Gilliat to introduce the members of the Mani- 
toba delegation. 


After the introduction, Mr. Gilliat informed the Committee that Mr. W. P. 
Fillmore, K.C., would present the brief on behalf of the delegation. 


Mr. Fillmore was called, read tne brief, and Mr. Gilliat furnished answers 
to certain questions arising out of the brief. Mr. Fillmore’s presentation was 
followed by brief remarks from the following members of the delegation: Hon. 
D. L. Campbell, Premier of Manitoba; and Messrs. Gilliat, Coulter, McLean, 
Sprague, Murphy, Farenhurst, W. G. Weir, M.P., and Alistair Stewart, M.P. 


The Chairman voiced the thanks of the Committee to the members of the 
delegation on their presentation, and Mr. McGregor was invited to are the 
Committee in reply. 


Mr. eee was called and read his brief. 


At 1.00 ae p.m. the Committee adjourned to meet again at 4.00 o’clock 
in the afternoon. 


AFTERNOON SITTING 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 4.00 o’clock p.m. The Chairman, 
Mr. 8. M. Clark, presided. 


Members present: Messrs. Bourget, Clark, Emmerson, Gibson (Comoz- 
Alberni), Hazen, Hlynka, Jackman, Lockhart, Maybank, McCulloch (Pictou) , 
Miller, Moore, Mutch, Nicholson, Viau. 


In attendance: Right Hon. C. D. Howe, Minister of Trade and Commerce; 
Mr. J. M. McGregor, President, and Mr. 8. H. May, Assistant Controller, of the 
Trans-Canada Air Lines; Commander C. P. Edwards, Air Vice Marshall A. T. 
Cowley, and the members of the Manitoba delegation. 


The Committee resumed the adjourned debate on the subject of the removal 
of operating headquarters and personnel of Trans-Canada Air Lines from 
Winnipeg to Montreal. 


Mr. J. M. McGregor was. called and examined. Mr. McGregor’s examina- 
tion was interrupted in order to hear further representations by Mr. Fillmore 
on behalf of the Manitoba delegation. 


At 6.00 o’clock p.m. the Committee adjourned to meet again at 4.00 o’clock 
p.m., Wednesday, April 6, 1949. 


ANTOINE CHASSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hous or CoMMons, 


April 5, 1949. 


The Sessional Committee on Railways and Shipping met this day at 11:00 


‘a.m. The Chairman, Mr. 8S. M. Clark, presided. 


i The Cuamrman: Gentlemen, we have a quorum. I think Mr. Pouliot has a 
correction he wishes to make. 
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to check your territory.” 
telephone directory.” 


* Mr. Pouutor: I have a correction I would like to make at page 38 of the 
report of the committee where I am quoted as having said, “I think conditions 
did seem to improve after Mr. Johnson left.” That is not what I said at all. 
‘I said “Conditions improved while Mr. J. P. Johnson was there as vice-president 
cand general manager and become much worse since he left for Winnipeg. i Ad 
on the same page I am quoted as having said to Mr. Vaughan, “You have only 
What I said was, ‘“You have only to check your 
I thank you. 


The CuarrMan: I have here some answers in connection with the Canadian 


National Railways and if it is the wish of the committee I shall have them. 
included in the record at this point. | 


Questions asked by Mr. D. K. Hazen: 


(1) What were the financial results of the operations-of C.N.R. hotels 
since 1931? 


. $21,062,930.44 


$20,268,117.59 


$ 794,812.85 


Answer: 
Expenses Operating 
Revenues including Profit 
’ Taxes or Loss 
AO) ince hoe Pte gl esi he $ 2,360,929.60 $ 2,420,411.84 $ 59,482.24 
DODD nh ae oats a esuaiy as 1,804,065.64 1,977,039.76 172,974.12 
POSER Aa eet te has 2,126,958.70 2,089,941.63 37,017.07 
POS eine a tae oh 2,389,894.82 2,288,124.06 101,770.76 
NOS Gitestevsisrotte eis eens 2,859,306.08 2,699,289 .04 160,017.04 
FOS Gite or MP oe oats aro) «(6 3,045,798.57 2,845,711.57 200,087 .00: 
EUS eHiae ls Gua loam ig ae ct ie 3,144,674.00 2,918,660.25 226,013.75 
TSO Ahm cant. venta oe 3,331,303.03 3,028,939.44 302,363.59 


TEL Oia ee ciMete tena ioheh eat « $ 3,936,313.26 $ 3,434,127.19 $ 502,186.07 
TOA NE a aitte a eth sins at's 4,467,078.53 3,875,577 82 591,500.71 
PON sos hablo tel gusteieg 4,895,506 .40 4,325,782.98 569,723.42 
MOA Sar Sake s shoea aol sere 5,368, 169.67 4 338,135.99 1,030,033.68 
OSAP Vhs eietare oat tas, 6 5,639,761.84 4,450,958.92 1,188,802.92 
VO4 De eakeeperselite felines) = 5,950,424,03 4,714,573.09 1,235,850.94 
BAG By iscsi ace elletel odinss 7,051,518.17 5,949 ,435.54 1,102,082.63 
ihe ROADS RU LAS IES Sarge 7,828,995.74 6,538,275.84 1,290,719.90: 
TOR ra mata tne tale a 3s 8,396,906.94 7,481,731.87 915,175.07 

Total 9 years . $53,534,674.58 $45,108,599 .24 $8,426,075.34 
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(2) What amount was expended for additions and betterments to 


C.N.R. hotels since 1931? 


Answer: 


8 years 9 years 
1932-1939 1940-1948 
Chateau Laurier, Ottawa, Ont. :......... $ 47,381.13 $379,110.71 
A—Highland Inn and Camps, Algonquin Park, . 
One ey Cea, Sn Ca Tee OAR 173,334,438 
B—Nipigon Lodge, Nipigons Ontry esc tes wa 37,638.85 tte 
Minaki Lodge, Minaki, Ont. ............. 2,074.31 13,914.51 
Prince Arthur, Port Arthur, Ont. 2... .).) 13,564.67 38,539.12 
Fort Garry, Winnipeg, Man. .:.......... 25,002.64 25,821.55 
Macdonald, Edmonton, Alta. ............. — 60,964.81 12,280.89 
Prince Edward, Brandon; lan an eee 2,655.97 17,319.47 
Jasper Park Lodge, Jasper "Altasle soi rss 94,558.26 138,876.83 
C—Grand Beach, Lake Winnipeg, Man. ...... 1,452.97 12,290.80 
Pictou Lodge, Pictou NB oa. ten uae 714.88 8,649.87 
Nova) Stotian, | Halifax. NUS ju. 2k ao P 13,018.77 29,128.87 
Charlottetown, Charlottetown, P.E.I. ..... 6,547.86 3,090.17 
D—Bessborough, Saskatoon): Sask/ yo ee 510,639.05 7,629.14 
$563,266.39 $662,070.33 


A—Sold March 8, 1937. 

B—Sold February 1, 1938. 

C—Operated by Canada Railway News since November 1, 1928. 
D—Opened for operation December 10, 1935. 


Question by Mr. H. R. Jackman. ‘ 


@. Would it be economical and feasible to transport Alberta oil to— 


Western Ontario by tank car?—A. It would be feasible to transport 


Alberta oil to Western Ontario points (vicinity Toronto, Hamilton, 


Windsor) by tank car provided the tank car supply was sufficient for 
the volume of oil moving. One tank car under average conditions could 


deliver approximately 2,000 barrels per annum in this traffic. Whether 


it would be economical is a question the railway cannot answer by itself 


since it depends upon the competitive prices of oil as well as upon freight 


rates. 


Question by Mr. H. R. Jackman. 


What do you expect to charge for rooms in the extension to the - 


Edmonton Hotel? 


Answer: Single rooms $5.00 to $7.50 
Double rooms 7.50 to 9.50 


Question by Mr. D. K. Hazen. 


Average annual return per room at: (1) the Macdonald Hotel in . 


Edmonton; (2) the Chateau Laurier. 


Answer: Average revenue per room for the year 1948: 
Macdonald Hotel — $1,818.88 
Chateau Laurier — $1,978.30 


Question by Mr. H. R. Jackman. 


@. What is the cost of producing a power unit with oil as against 
coal?—A. The cost of producing power in steam locomotives with oil 
as against coal varies with location since the relative price of oil and 
coal is different in different locations. A recent study covering points 
in Alberta and Saskatchewan indicates that at current prices the same 
power could be produced by oil at a lesser cost than by coal varying from 
18 per cent to 42 per cent depending upon location. 
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_ The Cuarrman: We have with us today a delegation from Manitoba, and 
in view of the fact that they have come a long way I think it might be in order 
for them to address the committee at this time, or as soon as possible. 


Mr. Mayspanx: Mr. Chairman, might I be permitted to make a suggestion 
which I think will meet with approval? 


The CuarrMan: Very well, Mr. Maybank. 


Mr. Maysank: I recommend that we proceed in such a way with the 
representations of the delegation that the T.C.A. report be before the committee 
at the same time. I feel we might accomplish this end by first reading the 
report, but, in large measure, reserving questions thereon, and then hearing the 
delegation. We would thus have the factual matter and the representations 
before the committee at the same time. I quite agree that it is desirable to hear 
the delegation as early as possible; nevertheless, I feel it would assist us if we 
had the report first. 


The CuatrMan: The only reason I made my suggestion, Mr. Maybank, was 
that I do not believe this matter of contention is included in the T.C.A. report. 
That was my reason. 


Mr. Maypanxk: You are right, Mr. Chairman. It is not mentioned in the 
T.C.A. report that the removal from Winnipeg is to take place. Nevertheless, 
there are things in the report, the questioning of which might be affected by 
whatever the delegation might have to say; and there might be some things 
they would say that they would desire to have joined up with the report itself. 
We would thus be able to get it all in at the one time. 


The Cuarman: I am just the chairman, gentlemen, and I only made a 
suggestion. As Mr. Maybank says, these people have come a long way and 


J think, possibly, they might want to return as soon as possible. However, I 


am in the hands of the committee. 

Mr. Murcu: There is something to be said for both points of view. We 
have with us today the Premier of Manitoba, whose legislature is sitting. He 
will want to return as soon as he can. It is a matter of procedure as to when 
the T.C.A. report should be dealt with. I do not think it is a matter upon which 
the committee would divide. It might be in order to introduce the president. of 
the air lines, who would then immediately put his report before us. Then, without 
eoing into a discussion of it, once that report is formally before the committee, we 
would hear such evidence as may be offered. 

Right Hon. Mr. Hows: Gentlemen, we have never had people who were 
not associated with the committee discussing the annual report. Would it not 


be better to hear from this delegation before we take up the T.C.A. report? 


Mr. Maypank: Mr. Chairman, I think it would be better if we first had the 
report, and then, immediately following the report, we might hear the delegation. 

Right Hon. Mr. Howe: Would not such a procedure tend to detract from a 
consideration of the report by bringing up a question which is not in the report? 

Mr. Maypanxk: That is the point, really. . 

Right Hon. Mr. Howe: We surely do not want to subordinate the affairs of 
the air line to an examination of one particular point. 

Mr. Maynanx: Mr. Chairman, I do not think it would be confined to one 
particular point because, obviously all these views would surely result in some 
questioning. They always do. So I think it would be a better plan to have both 
the T.C.A. report and the representations of the delegation placed before the 
committee at the same time. I would also suggest, in taking up the report in 
that way, we reserve our questioning until afterwards. That would give the 
delegation time to get on with their representations as well. 
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The Cuarrman: Are there any other comments? We do not want to get 
into a controversy about this matter of procedure. 


Mr. Miuuer: If we decide first to hear the committee from the west, is there 
anything to prevent us from using such information as we may get from the 
T.C.A. report ourselves, if we care to do so? 


The Cuairman: I do not think so, Mr. Miller. The TGA: report has been 
published, and everyone knows it. So I think anything therefrom you might care 
to use in discussion would be perfectly in order. 


Mr. Maypanx: Mr. Chairman, I have expressed myself as believing that a 
certain method would be the better one to follow. I do not want to press my 
belief. You may feel very much the other way. Mr. Howe has indicated that 
he thinks we should follow the other course. But, Mr. Chairman, if you feel it 
to be the sense of the committee, or if it is a matter of convenience to pursue the 
method you first described, I do not want to press my point. 

The Cuatrman: Well, Mr. Maybank, it is quite a long report and it will 
take some time to read it. If the delegation wishes to refer to any point in that 
report during the course of their presentation, I think it would be in order. 


Mr. Murcu: Mr. Chairman, the report of T.C.A. is a public report. It has 
been tabled and distributed for some time. So I think anything which appears 
therein is perfectly in order and, if you will so rule, we may feel ourselves free to 
discuss it. : 

Mr, JAckMAN: Mr. Chairman, would it not be in order to have. the 
delegation introduced at this time? 


The Cuatrman: If it is the wish of the committee, perhaps some Manitoba 
member of the committee might introduce this delegation. I do not know if the 
members of the committee have met them. Perhaps one of the members from - 
Manitoba -would like to perform the introductions. 


Mr. Mutcu: Mr. Chairman, might I suggest that I be permitted to ask 
Mr. Gilhat, Secretary of the Chambers of Commerce of Manitoba, and Secretary 
of the delegation, to introduce the delegation. In doing so, he will likely indicate 
to the committee the order in which it is proposed that these gentlemen be 
heard. Mr. Gilliat, would you introduce the delegation, if you please? 


Mr.'E. C. Ginuiat: Mr. Chairman, and gentlemen: First of all, on behalf 
of this Manitoba delegation, I want to express our appreciation to you for 
permitting us to appear at this hearing. Our delegation is truly representative 
of the province. It comprises the Hon. D. C. Campbell, Premier of Manitoba; 
His Honour, Garnet Coulter, Mayor of Winnipeg; His Honour, George McLean, 
Mayor of St. Boniface; Mr. W. P. Fillmore, K.C., and myself, representing the 
Winnipeg Chamber of Commerce. | 

Also included are Mr. Daniel Sprague, President of the Industrial Develop- 
ment Board of Manitoba; Mr. Andrew Murphy, President of the Winnipeg and 
District Trades and Labour Council, who is authorized to speak on behalf of 
all union, that is, organized labour; and Mr. T. A. Farenhurst, representing the 
Air Force Branch, No. 156, of the Canadian Legion. 

In addition to presenting the representatives of the organizations I have 
mentioned, we are also authorized by credentials to represent the following 
associations: the Municipality of St. James; the Municipality of Fort Garry; 
‘the Winnipeg Real Estate Board; Manitoba Chamber of Mines; Winnipeg 
Builders Exchange; Manitoba Branch, Canadian Restaurant Association; Mani- 
toba Hotel Association; Manitoba Electrical Association; Manitoba Branch, 
Retail Merchants Association of Canada, Inc.; Winnipeg Better Business Bureau, 
Inc.; Western Retail Lumbermen’s Association and the Manitoba Associated 
Chambers of Commerce. 
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In that connection, I have a very short letter from the Manitoba Associated 
Chambers of Commerce addressed to myself as Managing Secretary of the 
_ Winnipeg Chamber: 
ae | April 2, 1949 
Mr. E. C. Gruuiat, Secretary Treasurer, 


5 Winnipeg Chamber of Commerce, 
E Winnipeg, Manitoba. 
: Re: Proposed Transfer of T.C.A. Operations to Montreal 
: -Dear Mr. Giuurat: From the survey I have made of our member 
ie boards I find that without exception the businessmen throughout the 
4 length and breadth of Manitoba are strongly opposed to the transfer of 
; any existing T.C.A. operations from Winnipeg to Montreal and are 
fully in accord with the resolution prepared by the Winnipeg Chamber 
of Commerce protesting this move. . 
For your information the following boards have asked me to register 
. a protest: 
: Protest by Protest by Protest by Protest by 
4 Town telegram letter Town telegram letter 
i A loon atin 238 iy VETS WRC e a Soa, ig 
aq Angusville i es Minnedosa .... ¥ 
Bemitonetiscces.. = Neepawa !)\.:. 40 id 
i Baeble yes ee cided es s Oak iRiver (c.f; = 
i Boissevain ny a and * Pipestone (4.2). 5 
4 Brandowy sh. i Pramas) (250.5). me 
% Carberty fein vs i Plum Coulee .. * 
: Cartwright oe 3 Octave ioe ee) 
ye Church air st. - Russell svete ste % 
i Crystal City .. * Shoal Lake ... bi 
ay Dauphing ys vas « * MITGOMNe Nain si 
Deloraine’”.... ii Somerset ..... i 
tl PAK BOVO ein daly oi * BS OMNIS iiss yest yc5u8 - 
uA PAN PECKSOM Me Ay cto rate i The mPaswene. oa cf 
i Blin, Flone. 8 Toulon wave Oh. * 
a Gladstone .... * Mirdens iui ees if 
if Grandview .... bi Whamiclen chu. aud 4 
ie GreLWa esas x — — 
iM Killarney «.... i Oa Me teria: 18 21 
yj AGUNG AT ae sticks oe nf 
las ea Dor eae ahie eral * Grand Total. 39 


1 I will be glad if you will report to the special governmental committee, 
i - being interviewed at Ottawa, your strongest possible protest of the 
i anticipated T.C.A. transfer on the basis of the above listed appeals made 
( to us by our member boards throughout the province. 
i Cordially yours, 
: MANITOBA ASSOCIATED CHAMBERS OF COMMERCE 
k (Sed.) M. J. McMutien, 

Secretary Treasurer. 


; The gentlemen who are from Manitoba will appreciate that that 1s a very © 
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_ representative coverage of the province. Now, Mr. Chairman, with your consent, 
/ we propose to have Mr. Fillmore lead off and read his brief. He will then be 
be followed by representatives or members of the delegation including the Honour- 
able D. C. Campbell, Premier of Manitoba. We anticipate that our entire 
‘ presentation will not take more than, let us say, an hour or an hour and 
4 fifteen minutes. 

Mr. Fillmore will now carry on, if it meets with your wishes, Mr. Chairman. 


The CHAIRMAN: Very well, Mr. Fillmore. 
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Mara Wiek: FItuMorg, KC.: Mr. Chairman, it is my privilege at this time 


=e 


to read the written remarks which we have prepared for this occasion. As it has 
been mentioned, this subject is not discussed in the 1948 report of T.C.A. 
However, you will find at the beginning of the 1947 report a list of officials” 


and the places where they are located. But you will find, in the 1948 report, 


that many of those officials who address was given as Winnipeg, many of those — 


directors, have been omitted, indicating that there is a change. Now, the 
change to which we object, and our reasons for objecting, will appear as I read 
my brief. You will observe that it is not a lengthy presentation. 


Brief History of Aviation in 
Canada and Trans-Canada Airlines 

Greater Winnipeg was one of the first districts in Canada to show practical 
interest in civil aviation which began to develop after the close of the first 
world war. In 1926, Western Canada Airways was incorporated. In that year, 
an association was formed of men who had done active flying during the war, 
under the name of the Manitoba Air Force Association. This association 
recommended the formation of an aviation league with a nation-wide member- 
ship to promote and encourage aviation. Such a league was organized in 
Winnipeg in 1927, and was ready to act upon the offer of the government to assist 


civilian flying clubs by sponsoring the Winnipeg Aeroplane Club, later called the — 
Winnipeg Flying Club, which established itself on the site of the present — 


Stevenson Field. | 

From 1923 to 1936 the administration of aviation—civil as well as military 
—was under the Department of National Defence. During this period a definite 
policy developed, primarily in the interests of national defence. The construc- 


tion of a chain of airports across Canada, in order to establish an air route from — 


coast to coast, was undertaken. Winnipeg was constituted a base for both 


permanent and non-permanent squadrons of the air force, and one of four 


permanent bases in Canada for departmental operations. 


In 1937, the government decided to give the operation of Trans-Canada 
Airways to a public corporation which was established under the name of Trans- | 
Canada Air Lines. Winnipeg was decided upon as the operational headquarters — 
of the Trans-Canada Air Lines System. The government authorities appointed © 
a Mr. Phillip Johnson, an outstanding air line operator in the United States, as — 


head of the new company. Mr. Johnson then selected Winnipeg as the most 
suitable location for the operating headquarters of Trans-Canada Air Lines. 


Whether that interpretation is correct depends upon the reading of the first 
annual report of T.C.A. in 1937. I think that page 5 of the, report shows that ! 


Winnipeg was selected as the operating headquarters of T.C.A. 
It is not necessary to trace the steady growth and development of T.C.A. 
at Stevenson Field, which now represents a very substantial investment. In the 


words of Hon. Mr. Howe, Stevenson Field is now one of the most important 


airports in North America. 


Personnel and Payrolls 
T.C.A. now has employed at Stevenson Field approximately 1,600 persons, 


with an annual payroll in excess of $3,000,000. A conservative estimate indicates — 


a payroll of $135,000 was involved in the transfer of the traffic department from 


Winnipeg to Montreal last year. Equally conservative figures for the personnel — 
whose immediate removal is now proposed, amount to $575,000—a total payroll | 


of $700,000 a year. It should also be recognized that Trans-Canada Air Lines 
is a fast growing institution. 


The reports from year to year show steady and great progress. As its i 


services expand, staffs also increase, which mean additional employment 
wherever these departments are located. 


Sha oP 
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. To illustrate what an annual payroll of $700,000, involving approximately 
200 employees means—that is, those transferred last year and those now under 
_order—it should be noted that according to the last available report of the 
Industrial Development Board of Manitoba 1947, 53 new industries commenced 
operations in Manitoba that year, giving employment to 407 persons. These 
were small concerns for the most part, and it is extremely unlikely that wage 
scales of these industries would be on a par with the remuneration of the Trans- 
Canada Air Lines employees. In other words, the loss if this transfer goes 
through, may be within range of the initial payroll of the 53 industries started 
in Manitoba in 1947! 
¢ But this is not all. The executives to be transferred include the heads of 
several departments with large staffs, the majority of whose personnel are 
supposed to remain here, according to official statements released here and in 
- Ottawa. 
| It is stated for instance, that 150 employees in the accounting department 
are to remain in Winnipeg. Despite assurances, this seems highly improbable 
if the key executives mentioned all go to Montreal. 
a An even more disquieting possibility exists in connection with the overhaul 
: facilities now located at Stevenson Field which constitute the major portion of 
the local establishment. 
Until recently the headquarters of all T.C.A. operating departments were 
{ in Winnipeg. About one year ago, the eastward trek of employees commenced 
with the removal to Montreal of what was referred to as the traffic department, 
“which consisted of the following: 


General Traffic Manager 
Director of Traffic Procedures— 
General Supervisor of Reservations 
i ‘“‘ Special Services 
“ International Procedures 
‘“ Traffic Analysis 


e Al “Traffic Statistics 
Director of Passenger Sales— 
General Supervisor of Agency and Interline 
y ‘“ Group Sales 
“ _ Director of Cargo Sales— 
be General Supervisor of Marketing Service 
Superintendent of Cargo 
Director of Advertising— 
a General Supervisor of Personnel and Training 
he : “Rates & Tariffs 
Office Manager 
by Plus approximately 20 Clerks and Stenographers at approximately 
$2,000 a year each. 


i. Conservative estimate of payroll $135,000 a year. 


Further Movement East 


He The following persons have received notice to be prepared to move to 
Montreal by October 1949—and this is where our big objection arises. 
President 
Director of Research & Economic Control 
Director of Personnel 
Vice-President i/c Operations 
Asst. General Manager 
6 Assistants 
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Economic Bureau Manager 
4 Statisticians 

Director of Flight Operations 
4 Assistants 

Director of Communications 
5 Assistants 

Director of Maintenance & Overhaul 
5 Assistants 

Director of Station Services 
4 Assistants 

Director of Engineering 
10 Assistants 

Director of, Passenger Service 
5 Assistants 

Director of Training 


Personnel Manager 
4 Assistants 


Budget Bureau Manager 
1 Assistant 

General Auditor 

General Accountant 

Plus approximately 100 clerks, stenographers, etc. at apaconiaareld 
$2,000 a year each. 

Conservatve estimate of payroll approximately $575,000 a year. 

Total personnel involved estimated at 165. 


It is to be noted that the general auditor and general accountant are being 
moved to Montreal. Their staff in Winnipeg now amounts to about 150 persons. 
It is natural to assume that with the removal of the general auditor and general 
accountant, their staffs may follow. 

In view of the removal of the heads of all operating departments and their 
immediate office and clerical staff, we are naturally apprehensive that this is only 
the beginning. We find it hard to believe that if the heads of departments are 
moved to Montreal, in due course the remainder of persons in their respective 
departments will not follow, with the result that what is now their operating 
headquarters at Stevenson Field, will become nothing more than a maintenance 
way stop. 

The president of Trans-Canada Air Lines has assured us otherwise, but if 
there is any possible justification for the removal of the heads of these depart- 
ments, then there is even more justification for the removal of the staffs wes 
there is room for them in Montreal. 

The big question is contained in the next heading. 


Is Removal of Employees from Winnipeg to Montreal Justified by 
Operating Reasons? 


Winnipeg is the geographical centre of the continent:and would appear to be 
the logical point for location of operating, overhaul and maintenance headquarters 
as well as from the point of view of national defence. Mid-continent location 
of operating headquarters has been selected by North West Airlines (St. Paul, 
Minn), *T. W. Airlines (Kansas City), Braniff Airlines (Dallas, Texas), United 
Airlines (Denver, Colorado), (recently removed from Chicago). All of these 
United States airlines have overseas operations. 

There is obviously some economic value in being located at a central en 
on a transportation system. The central point in Canada also has its advantages 
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in the way of climate, space and particularly from the point of view of labour 
costs and costs of living. There is an additional advantage in Winnipeg in that 
the airport is only three miles from the centre of the city. It is adjacent to 


_ suburban communities, so that there is no housing or transportation problem 


for employees. 

In Winnipeg, the company already has ample shop and office space. In 
this connection, it should also be pointed out that not only is Winnipeg a low- 
cost area as against Montreal, but there is available in Winnipeg a good class of 
labour which has been developed by virtue of the fact that Trans-Canada and 
other air lines have been located here, and men have been trained in this class 


i _ of work. Also, there is available a large number of trained men who worked for 


other companies at Stevenson Field which, during the war, were engaged in large 
scale repair and overhaul work on airplane engines and air frames. 
The climate in Winnipeg is much more favourable for testing operations. 


* Winnipeg has much better flying conditions the year round than Montreal. The 


company has ample space of its own in Winnipeg to accommodate the employees 
proposed to be transferred to Montreal. The 165 employees in question will there 
occupy space in a new building which adjcins the Canadian National terminus. 
We are informed that the new office space which will be occupied in consequence 
of the contemplated removal, will have an annual rental cost estimated at 
$100,000. 

That figure is computed at $3 per square foot and I believe the building has 
some 30,000 square feet. — 

* Trans-World Airlines. 

Winnipeg can ill afford to lose the large number of employees or the business 
payroll which also accrues. The population of Manitoba, between 1941 and 
1946 decreased. It is submitted that Manitoba should not be called upon to 
make this sacrifice. } 


Importance of Stevenson Field as Outlined by Right Hon. C. D. Howe 


In an address given by the Right Honourable C. D. Howe to the Industrial 
Development Board of Manitoba in Winnipeg, May 31, 1948, he paid tribute 
to the pioneering in aviation that took place in this city and its strategic location, 
as follows: (I am sure I cannot deliver this paragraph nearly as forcibly as it 
was delivered originally.) 

The strategic geographic position of Winnipeg as a distributing and 
transportation centre dates back to the first fort built at the junction of 
the Red and the Assiniboine to serve the fur trade. Water is no longer 
the most economic form of transportation in Manitoba, but today, all road, 
rail and air transport between eastern and western Canada passes through 
Winnipeg. Your city pioneered in commercial aviation when the ‘bush 
pilots, who learned to fly in the first World War, prayed such a vital part 
in opening up the mining areas of northern and north-eastern Manitoba. 
Winnipeg, the hub of continental air routes, is still carrying on the old 
tradition of a great’ air centre. Located here are the operational head- 
quarters of T.C.A., the maintenance headquarters for Canadian Pacific 
Airways, and the Canadian terminal of Northwest Airlines. The three 
million dollar expansion and improvement program I announced last year 
ie making Stevenson Field one of the most important airports in North 
America. 


Further Facts re Development of Aviation in Manitoba 

_ Western Canada Airways (subsequently renamed Canadian Airways 
Limited) was formed in Winnipeg in 1926. This company was by far and away 
the largest airline operating in Canada. They pioneered in many phases of the 
aviation business, ran scheduled passenger routes, carried air mail, and for 
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many years were the largest carriers of freight and cargo in the world. They 


had a-large fleet of planes of all types, and at their own expense, pioneered 
many of the innovations and developments in air travel which have now become 
standard procedure. In 19387 when the government formed the Trans-Canada 
Air Lines with monopolistic rights and routes, it meant the beginning of the end 
for large private air lines in Canada, and in 1941, Canadian Airways sold most 
of their fleet to the Canadian Pacific Airlines, who also had their operating 
headquarters in Winnipeg. Canadian Pacific Airlines found themselves restricted 
to feeder lines, but recently they have been given the rights to run a trans- 
Pacific route to the Orient and they have moved their operating headquarters 
to Vancouver. The result of all of this is that if the proposed Trans-Canada 
Air Lines move to Montreal takes place, Winnipeg, which has been the pioneer 
in this business and the operating headquarters of three major air lines, will find 
itself the operating headquarters of none. 


Government Policy 


It should be government policy to help less favoured areas where it can be 
done without loss to the taxpayer. 

I want to underline that, Mr. Chairman. 

During the recent war this concentration of industry in the central provinces 
was accentuated by government policy in its distribution of supply contracts 
to existing industries, and the construction and equipping of government financed 
plants at a cost of $201,000,000 for buildings and approximately $500,000,000 
for equipment. 

Under this plan, Quebec got 59 plants costing for buildings only, $98,000,000; 
Ontario 68 plants costing $79,000,000; and the three prairie provinces combined, 
11 plants costing $10,500,000. 

Since the great majority of such government-owned plants, which were 
disposed of on very favourable terms, were located in Ontario and Quebec, the 
east got another break in the establishment of new post-war industries. Manitoba 
was particularly unfortunate in this respect since the defence industries plant 
at Transcona, which represented two-thirds of the floor space provided under 
this government plan in the province, was not suitable for reconversion to 
post-war industry and had to be demolished. 


Right Hon. Mr. Hows: Might I interrupt you ‘there just for a minute? 
I was wondering, in that second paragraph there you say that in the three 
prairie provinces combined there were eleven plants costing $10,500,000; I recall 
that the Alberta nitrogen plant alone cost $14,000,000. That is why I was 
wondering where you got that figure. 


The Wirness: I will ask Mr. Gilliat to look that up for you in a minute. 
Right Hon. Mr. Howe: I was just wondering. 
_ The Wirness: Another point of prime concern is the fact that the concentra- 
tion of war industries in the central provinces had a drastic and detrimental 
effect on the population of the prairie provinces. Many thousands of workers, 
particularly young people, were drawn from the prairies. According to the 


Dominion Bureau of Statistics, between the years 1941 and 1946, Ontario gained 


319,000 in population; Quebec 298,000; Alberta 4,000; while Saskatchewan lost 
66,000 and Manitoba 3,000. 

Considering the normal natural increase, it will be appreciated how serious 
these figures are. 

Other factors being equal, or nearly equal, it should be the policy of this 
Crown corporation to leave the operating headquarters in an area which other- 
wise is less favoured by industrial production. It should be of general benefit 
to the country not to have concentrated in the Montreal-Toronto-Ottawa areas, 
all government agencies and Crown corporations. It is a matter of justice to the 
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prairie provinces to have a fair share of government agencies and corporations 
located in that area. It should also be beneficial to the country as a whole to 
stop the shift of population to already crowded industrial areas. 


Reply to “Centre of Gravity” Argument 


~ In an attempt to justify the removal of all these officials and personnel from 
Winnipeg to Montreal, it has been suggested that Montreal is the “centre of 
gravity”, meaning thereby that Montreal is the centre of main business activi- 
ties of the corporation. Even if more planes are loaded and unloaded at the 
Montreal airport, these operations are not under the immediate supervision of 
the senior operating officers and have no bearing on where the chief operating 
office of the air line should be located. The facts do not justify the theory that 
Montreal is the ‘“‘centre of gravity’. 

Considering the North American operations only which, after all, is the pur- 
pose for which Trans-Canada Air Lines was formed, we find from their 1948 
report (pages 8 and 9) that they operate routes totalling 7,912 miles. Of this 
total, 3,469 miles are represented by the Trans-Canada run from Sidney, Nova 
Scotia, to Victoria, B-C. Montreal and Winnipeg are both located on this run 
as major centres, but neither of them is the final terminus of the run. Of the 
remaining 4,443 miles, Winnipeg is the western terminus of one and the eastern 
terminus of three other routes with a total route operation of 2,885 miles. 
Montreal is not shown by this report to be the terminus of any North American 


- Tun. 


For the last seven months, Canadian revenue, excluding mail, was as follows: 
Toronto—west, approximately $5,750,000 
Toronto—east, approximately $2,400,000 


It appears, therefore, that Winnipeg is the centre of nearly two and one-half 
times the Canadian revenue producing business, compared with the area of which 
Montreal is the centre—or to use the term used by the railways, ‘‘centre of den- 
sity of traffic’. We are also informed that the average passenger boarding for 
1948 for the western region, which embraces all stations for Winnipeg and west 
was 660-8 passengers per day, and for the eastern region, which includes Montreal 
and east was 307-4 passengers per day. 

Now, I would say here that most of that cyroeiaaon 4 is entirely within the 
knowledge of the T.C.A. and not available to us. It may be that our information 
is wrong, but if such is the case the officials of T.C.A. can make such explanation 
as may be required. AsI say, we had to go on the general information which was 
available to us. I may say further that since 1945 we have not had a breakdown 
showing a detailed distribution of traffic as between passengers, mail and freight. 

Even in respect of the trans-Atlantic runs making their start in Montreal, 
we are informed that for 1948, there were 13,337 one-way eastbound overseas 
passages sold in Canada. Of this total, only 280—or 2-15 per cent—of the total 
originated in Montreal. 

Some of the following statistics were taken from the 1948 financial state- 
ment; as we have not the actual breakdown, these may not be accurate because 
the total loss is not apportioned between passengers, mail and freight, but assum- 
ing the loss was all due to passenger traffic, the result would-be as follows: 

1. 582,555 domestic passengers nutohaced a ticket with the average cost 
of $28.13. ‘On this they lost an average of $1.42 per passenger trip—approxi- 
mately 5 per cent. 

2. 32,821 overseas passengers averaged a price of $269.70 per passenger 

trip on which they suffered a loss of $46.10, somewhat in excess of 17 per cent. 

3. 2,951 Bermuda and British West Indies passenger trips produced a 

loss of $277,000, exclusive of depreciation and interest. This is $93.86 per 
passenger trip. This is more than 100 per cent of the revenue. 
34443—2 
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The Atlantic run showed a profit in 1947 of $141,000—this no doubt due to 
the shortage of shipping space. The 1948 report shows an operating loss of 
$1,509,734 on all overseas runs. The trans-Atlantic run is likely to continue to 
show a loss. This is forecast by the president in the 1948 report. This forecast, 
we believe is justified for the following reasons: there are now seven other major 
companies competing for trans-Atlantic ‘business. There is a proposal on foot 
to amalgamate the America Overseas Air Lines with Pan American Airways. It 


is also known that Pan American Airways are placing in operation 80-passenger — 


stratosphere planes which, in due course, will render the T.C.A. North Star plane 
as obsolete and uneconomic to operate as the North Star in turn has caused to 
become obsolete the smaller and slower planes which they replaced. 


~ We do not believe that as between points on the main line, the “centre of 


gravity” argument is material one way or the other. The real question is— 


from what locality can the line be most efficiently and economically operated? 
Our submission is that the factors which should be taken into consideration 


in locating the operational headquarters of-an air line are: 
1. Favourable climatic conditions. 
2. Space and room for expansion. 
3. Availability of labour. 
4. Cost of labour. 
5. Cost of living. 
These factors all point to Winnipeg as the more suitable location. . 
Trans-Canada Air Lines was established as a monopolistic trans-Canada 
air lines service. According to the 1948 annual report, a total of 532,555 revenue 


passengers were carried on North American routes, an increase of 24 per cent 
over 1947. These operations had the following financial result: 


| 1948 
Operating reventies:(: «oi. ca ork eee $20,866,936 
Operating expenses excluding depreciation...... 19,249,971 
Surplus of revenue over operating expenses before 
cepréelation; and. interest a oe et $ 1,616,965 
Prep Pecis tron 62 LAA a Et Ae Ce Ce a ed 2,374,085 
Operating deficit after depreciation ............ $ 757,120 
Interest ‘on: ‘capital invested 0.5... 9404 ee 425,902 
Deficit ie te ae, tes cee — $ 1,183,022 


Now, the matter of depreciation, of course, is one which is always open to 


argument. We do not know, of course, how they arrived at $2,374,085 for 


depreciation which is $700,000 or $800,000 more than depreciation for the year 


before. We do not know whether it was straight line depreciation, whether they 
depreciated on a usage basis or whether they used the so-called renewal of 
ee basis. It may be that that accounts for some difference in the 
oures. 

These figures are not broken down in the financial statement, and we cannot 
say to what extent the operating deficit was brought about by arbitrary alloca- 
tion to trans-Canada operations of the maintenance and repairs, material, head 
office salaries and wages, and other overhead expenses, as against overseas 
operations. 

According to the 1948 annual report, Trans-Canada Air Lines Atlantic 
Limited carried 32,821 overseas passengers in 1948. Of these, 23,429 crossed 
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e Atlantic on scheduled flights and 6,441 in charters; the majority of the latter 
ellers were immigrants (immigration traffic will not likely be repeated). 
ze Bermuda and British West Indies operations served 2,951 persons. These 
erseas operations brought about the following results: 

a welt May 1 to May 1 to 
ih 1948 Dec. 31/48 = Dee. 31/47 
erating PEVETIUROS ws che ciuaia ace at obs $10,861,110 $8,886,112 $9,483 298 
erating expenses excluding 

BC CPTOCIALION yin ce ee. Se 11,126,437 8,324,464 5,000,161 


oficit or surplus of revenue over 

| operating expenses before 

_ depreciation and interest ..... 265,327 561,648 483,137 
ENO Re ei a ge ee 1,244,407 976,960 341,737 © 


erating deficit or surplus after 


Bdepreciation ...:.......0-... 1,509,734 415,312 141,400 
yerest on capital invested ....... 240,484 180,956 5,097 
eit or surplus ............... $ 1,750,218 $ 596,268  $ 136,303 
| (Deficit) (Deficit) (Surplus) 


Now, Mr. Chairman, I do not. think that I need to take up the time of the 
nmittee to read all those figures. You will notice the results under the heading 
deficit or surplus at the bottom of the table. 

| For 1948, in these operations, the operating deficit after depreciation 
lounted to $1,509,734. 

| While the financial review of the overseas services does not break down 
ires between trans-Atlantic and British West Indies, we are informed that— 


Bermuda operations running from May to December, 1948, resulted in 
revenues of $211,000. 

— Operating expenses, $409,000; a deficit of $198,000. 

_ Caribbean run for the month of December, 1948 (when it started), 

i resulted in revenues of $43,000. 
Operating expenses, $122,000; deficit, $79,000. 

For the month of January, 1949, for the Bermuda and British West 
Indies run combined, the revenue was $109,000. 


i. Operating expenses, $202,000; deficit, $93,000. 


_It is acknowledged that the results for February, March, and perhaps even 
nl may be more favourable as the run is primarily a holiday run for the 
fit of those who can afford to spend a winter vacation in the West. Indies. 
pre does not seem to be sufficient business reason to justify such an expensive 
Vice, and it raises the point as to whether the government-owned air line 
med to provide air service in Canada for Canadians, should be involved in 
$ uneconomic venture. 

‘In order to continue these unprofitable overseas ventures, it is proposed 
nerease the economic burden by transferring employees from a low-cost area 
1 higher-cost area and to leave the company’s own offices and other accom- 
dation in Winnipeg and rent. extensive quarters in Montreal, thereby increasing 
thead expenses by the amount of the Montreal rentals. 

It has been decided to increase the domestic passenger rates by 15 per cent 
ch, ignoring airmail and cargo figures, would result in increased passenger 
enue of $2,230,000. This would be more than sufficient to wipe out the 
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operating deficiti which occurred in 1948. Will the balance be used to make 
the deficit. which will occur in overseas operations? — 4 
It has been suggested that on account of these costly operations, Montre 
is the logical place for the operating headquarters of the entire system. Tél 
further suggested that Montreal should supplant Winnipeg because of overse 
business operations. These are regional operations and relatively unimporta; 
compared with transcontinental operations. The number of daily fligh 
operated by T.C.A. now total 72. Overseas flights number only nine roul 
trips per week. These are: | 4 
Four to Britain, three to Bermuda and two to the Caribbean, the latt 
‘points of call being Kingston, Jamaica, and Port of Spain, Trinidad. : 


In the face of the heavy domestic service operated by T.C.A., it is faul 
reasoning to place emphasis on overseas flying to justify the removal of operaty 
headquarters for the whole system to Montreal. a 

In 1948, the number of domestic passengers carried was 17 times the numb 
carried overseas. As air becomes a more generally accepted mode of travel, 
may be anticipated, judging by past experience, then by virtue of the potenti 
of the domestic travel market as compared with overseas travel, the dispari 
between T.C.A.’s domestic business and their overseas business will increa 
year by year. : | 


ua 


Hardships to Employees ; 
Our information is that many executives who are being transferred a 
married men and also a large number of the employees. Many of these marti 
-men have purchased and are paying for homes in Winnipeg or in surroundi 
municipalities. It is obviously a hardship that these men are obliged to 8 
their homes on short notice, which may result in financial loss. Our informati 
is that it will be a matter of great difficulty for these employees, even if financial 
able, to purchase homes in Montreal and certainly be almost impossible to ré 
suitable dwellings. It will also involve a financial:loss to these employees | 
reside in localities where the cost of living is higher, unless salaries are increas 
accordingly. The cost of transportation will not only be higher, but the til 
involved in getting to and from work may amount to an hour each way, 
against fifteen minutes each way in Winnipeg. One of the most regrettall 
features is the sacrifice involved in moving an employee from his home distr 
and his home town, and putting him down in a strange place, far removed fri 
his domicile of choice. It is very likely many employees will resign from { 
service rather than make the move—not only as a matter of choice, but in sol 
cases, as a matter of economic necessity. | 
It will be a matter of considerable difficulty for these men now to fi 
suitable employment in Winnipeg, as they will find it necessary to abandon 4 
work in which they have been trained and seek employment in some other fie 
Then we have a paragraph on Defence of Canada that is an understateme 

In any event we are not authorities on that subject, but I call attention to 
remark made by Mr. Winston Churchill the other night when he said: “For 20 
or ill air mastery is today the supreme expression of military power and file 
and armies, however necessary and important, must accept a subordinate rani) 
w 


Pi 
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Defence of Canada | 


At the present time, Canada is spending larger sums than ever befor | 
preparing its defences against any aggressor. It is recognized that dispersal 
essential wartime industries is desirable. During the last war, it was fou 
advantageous to have a great number of air fields located all over the pral 
provinces, where thousands of men were trained for service in the air for 
Winnipeg had been the chief repair and overhaul headquarters for these west 
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ilitary air fields, and when war broke out, was prepared to undertake this work 
ecause it was a centre of civil aviation. , 

In the interests of national defence, it is most essential that aircraft industry 
e not concentrated in any one locality and that there be available trained per- 
mnel all across the country, capable of servicing air force planes should the 
ecessity arise. We submit this is most important. 

_ It has not been suggested that the location of operating headquarters in 
finnipeg has been more expensive or less efficient than it would have been in 
fontreal. 

Now let’s examine the benefits, if any, to justify the expense and sacrifice 
pnsequent upon removal of operating headquarters to Montreal. Wherein and 
y what means would this increase the efficiency of the Trans-Canada Air Lines? 
3 there anything to show or which would lead one to believe that by moving the 
ixecutive officers into an expensive downtown building in Montreal they would 
le able to perform their work more efficiently? It is true that they would be 
loser to the C.N.R. officials, who are located in Montreal, but, after all, these 
ficials are not technical airline operators and the only problems on which they 
puld be consulted would be one of overall policy which would not be subject to 
Frequent changes. The president stated in his letter to employees that it would 
lt down travelling. This is questionable, but even if it were so, travelling surely 
sone of the functions of the operators of a transport company and is one by 
rhich they keep in touch with the various phases of their business, and the 
assenger loading factor indicates that this travelling need not be at the expense 
f revenue. 

_ Since that brief was prepared we have observed in the 1948 annual report of 
e T.C.A. the expenses of travel and incidentals, as set out on page 21 of the 
bport under the heading of general and administrative: travel and incidental, 
947, North American services, $24,192 as compared with 1948, $19,059; overseas 
brvices, $8,985, for 1947, and for 1948, $12,032. Those are not large items in the 
btal and do not seem to justify incurring an increased rental expense of $100,000 
er year. Another interesting figure 1s travel expenses. for traffic and sales 
epartments which were moved to Montreal: 1947 North American services, 
90,977, and in 1948, $128,880; overseas services, 1947, $32,592, and in 1948, 
75,788, an increase of 60 per cent against a revenue increase of 52 per cent, so 
is far as the report shows us, there does not appear to be effected any great 
aving in travelling expenses. : 

But even admitting all these conveniences, surely the objections and dis- 
vantages of the move far outweigh the alleged benefits. Were T.C.A. a private 
orporation and the directors substantial shareholders who were paying deficits 
ut of their own pockets, they would be seeking by all means to reduce unneces- 
ary expenditures, even though it involved personal inconveniences, and this 
pense factor alone would outweight any other factors. We believe that these 
nsiderations should apply with equal force to a government owned airline. 


Conclusion 


In conclusion, we submit that if the move 1s consummated, it will represent 
‘serious blow to the economy of Manitoba, and will entail a great hardship on 
he personnel affected. It will further accentuate concentration of industry, 
opulation and payrolls in the east, to the detriment of the west and to the 
etriment of the country as a whole. It is inadvisable from an operating point 
f view, having regard to employment and geographical location. The move is 
hadvisable from a military point of view. It has not been demonstrated that 
Montreal is the “centre of gravity” or that any saving in overhead expenses or 
therwise will be effected if the move is made. The matter of convenience to 
higher officials or directors of T.C.A. should not weigh against the above con- 
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siderations. It is apprehended that the move presently contemplated will | 
followed by greater movements which will much more seriously affect the econom 
of Manitoba, not only in the loss of personnel of T.C.A., but by affecting the 
business of subsidiary companies. _q 
We submit, therefore, that the announced plan for removal of operatin 
headquarters of the Trans-Canada Air Lines from Winnipeg to Montreal shoul 
be abandoned. 4 
Mr. Chairman and gentlemen, I thank you for listening to this presentatior 
At this time Mr. Gilliat, will you answer the question asked by the Right Hor 
Mr. Howe? You have the detailed information, I believe. 4 


Mr. Giuuiar: If I understood the question that Mr. Howe was asking 1 
concerned the matter of $10,500,000 investment in buildings in the Prairie proy 
inces, as referred to on page 7 of our brief. Unfortunately, when Mr. Fillmor 
was reading he should have, but did not, read the next two paragraphs. The 
ones on page 7, if you will look at the brief—after mentioning that there was @ 
$10,500,000 investment in eleven plants in the Prairie provinces, I read: a 

According to official figures, equipment for these plants cost $500,000,000- 
23 times the cost of the buildings. Applying this ratio to the investment in th 
Prairie Provinces, it shows an approximate investment in war industry 6 
$35,000,000 for the three provinces out of a total government expenditure i 
Canada of over $700,000,000. 3 ‘4 

But this was not the end of it. In the immediate post-war period, buildi 
materials and labour for the construction of industrial plants were scarce ané 
extremely expensive, the emphasis being placed on the house building programme 

The facts in regard to that are taken from this publication issued by the 
Department of Reconstruction and Supply in June 1948, entitled Disposal am 
Peacetime Use of Crown Plant Buildings. In the foreword, the Right Hor 
Mr. C. D. Howe says this in the first paragraph: : 4 

Production of munitions and military equipment during World 
War IT was greatly facilitated by the Canadian war industrial expansion | 
program of the Department of Munitions and Supply. This program) 
included the construction of new plants and additions to existing ones,” 
Investment expenditures for this purpose amounted to over $700 millio n 
involving in all 170 establishments. Of these expenditures, 70 per cent 
was for the purchase of machinery and equipment and 30 per cent for the) 
erection of structures. Many of these plants were modern construction © 
and were equipped with the latest machinery. While all the plants were 
Crown-owned and were in some instances operated by Crown companies 
they were, in most cases, managed by private manufacturers. ” 


Now on page 27 of this report, chapter 4, dealing with regional distribution. 
it says that the plants in Quebec totalled 59 and had a floor space of 14,658,000 
square feet, and that the expenditure on buildings was $98,026,000. In Ontario 
there were 68 buildings having a total floor space of 14,529,000 square feet, with 
an expenditure on buildings of $79,268,000. On the prairies, there were 11. 
buildings with a floor space of 1,944,000 square feet, and an expenditure on™ 
buildings of $10,488,000. Now these are the figures we have used. We presu me 
that a ratio of three to seven would apply in the matter of equipment right 
across the country. . a 

Right Hon. Mr. Howe: I must confess I overlooked the third paragraph on 
page 7 of the brief. I never saw chemical plants separated from buildings and 
equipment before. I thought they were all built together. a 

Mr. Gmuuiat: Mr. Chairman, I would like to present to you the Hon. D. L 
Campbell, Premier of Manitoba. 7 7 


Hon. D. C. Campsetu: Mr. Chairman, Mr. Minister and members of the i 
committee, I am very glad indeed to join with Mr. Gilliat in expressing th 
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“appreciation of this opportunity made available to His Honour, the Mayor of 
the City of Winnipeg, and His Honour, the Mayor of the City of St. Boniface, 
and to the various organizations represented here today, to meet with you this 
morning, 

I am very happy indeed to be a part of this delegation because the province 
of Manitoba, the government of Manitoba, and all the people of Manitoba want 
you to know that we are here to present a united front. In respect of this mat- 
ter, the government of Manitoba—just as I trust is the case with respect to other 
matters as well—is speaking for all the people of Manitoba. That is a very 
fortunate position for a government to be in. I want to say how pleased we are 
to see so many Manitoba members present, Mr. Chairman, both as members of 
this committee and in reserve, so to speak. I know that we can depend upon it 

that the high standard of intelligence and public service that always character- 

,izes the Manitoba members, extends to the rest of this committee as well. 
Consequently, we realize that we will get a mature, careful and honest considera- 
tion. of our request. 

I am glad to see that the Right Hon. Mr. Howe is present today. It is help- 
ful in a case of this kind-to have the minister of the department in question 
present. It is true that I cannot speak too enthusiastically of the success that 
has always attended my efforts to change the right honourable gentleman’s mind. 

- Nevertheless I have concluded that the reason has been, no doubt, that either I 
did not have a good case or that I failed through my presentation of it. So, on 
this occasion, I am forearmed very effectively by having an excellent case pre- 
pared by the gentlemen with whom I am associated, and the presentation of that 

ease is to be made by people who are much more familiar with it than 1) and; 
therefore, much more competent to perform that task. 

So it remains only for me to say, Mr. Chairman, that the government of 
Manitoba and the people of Manitoba are very definitely behind the presenta- 
tion that is to be made here today. We in Manitoba are a progressive com- 
munity. We recognize that T.C.A. is a growing industry. We want it to grow 
with us in Manitoba. We want it to attract other progressive industries, and we 
think that such attraction will develop as we go along because we have facilities 
in Manitoba which should command the judgment of this committee in continu- 
ing to locate the operational headquarters of T-C.A. in our province. 

We feel this is a matter of great importance to Manitoba because we want to 
continue our industrialization. We have a reason for doing so. Up to a few 
years ago we were considered to be one of the prairie provinces; that is, one of 
the grain producing provinces, coarse grain included. But we have been changing 
our economy to one of a diversified and industrial nature. To attract industries, 
we have in Manitoba, and in the greater Winnipeg area, the proud record of having 
one of the few major metropolises of this country which does not have to cut 
power in these days when the use of electric power has been expanding so quickly. 

We intend to continue in that position, and we want to be able to attract more 
and still better growing industries to Manitoba. But, Mr. Chairman, to attract 
more and still better growing industries is a difficult thing to do if you have some 
major industry leaving your area. Then you have to put up as good a case as you 
possibly can for others to come. So, Mr. Chairman, our case will be developed 
and presented not only by industry but by the other speakers who are more 
familiar with the details of it than I am. | 

In conclusion, let me say, that the people of Manitoba will appreciate the 
very careful and favourable consideration that you, Mr. Chairman, and this 
committee, will give to the request of this delegation. 


Mr. Grutrat: I now call on Mr. Garnet Coulter, Mayor of Winnipeg. 


His Worsuie, Mayor Counter (Mayor of Winnipeg): Mr. Chairman, Mr. 
Minister, and gentlemen of the committee, I wish to assure you at the outset 
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that I have not come down here—and I think I can speak in that way for all my 
colleagues on this delegation—that we have not come down here to tell T.C.A. 
how to run its affairs. But the gravity of the removal of this major enterprise 
from the city of Winnipeg is, we feel, so great that it justifies me, as representa- 
tive of the city of Winnipeg, in coming here to point out how serious the removal 
will be to my city, and to suggest to you, Mr. Chairman, that only very cogent 
reasons of economical administration, or other considerations, would justify the 
loss to our city. 

Both the removal which has already taken place and the removal which is 
now under consideration are sufficiently serious. I accept the words of the 
officials of T.C.A. that no further removal is contemplated. But I am sure that 
no one would consider that to be a continuing policy for the future because, just 
as it has been found expedient, or, just as the officials of the administration of 
T.C.A. have found it expedient to make partial removals, so, in some unforeseens 
future, they may find the same expediency, with the result that we in Winnipeg 
may find ourselves without this enterprise. | 

I speak also on behalf of the officials and employees of T.C.A. who are now 
citizens of Winnipeg and who will be affected by this removal. That question 
will be covered a little later by someone who has more knowledge of the details 
than I have. But I feel it is encumbent upon me to raise this point with respect 
to the confusion and the difficulties and the inconvenience which this removal 
will cause. 

Now, Mr. Chairman, I would add to what the previous speakers have 
said in thanking you and the committee for your courtesy in permitting us to 

e here. I understand that it is really unusual for this committee to receive 
delegations such as this and we feel that the committee has been very courteous 
to us indeed. 

Mr. Giuu1at: I would now introduce His Worship, Mayor George McLean 
of the City of St. Boniface: 4 

His Worship, Mayor Grorce McLran, Mayor of St. Boniface: Mr. Chair- 
man, Mr. Minister, and gentlemen of the committee, I wish to second every 
thing that has been said by the Hon. Mr. Campbell, our premier, and by His 
Worship, the Mayor of Winnipeg. 

Probably you already know that St. Boniface is, geographically, a part of 
the city of Winnipeg. It is just across the river. We have many industries. 
By the way, we have a great number of employees of T.C.A. living in our city. 


Naturally, our citizens are very much upset at the thought that this major — 


industry may be taken from our midst. Perhaps this committee might care to 
hear what the people of Manitoba have to say about this move. I feel that you 
gentlemen of the committee should know exactly what the people of the 
province are saying. This is the kind of thing you will hear being said in 
lawyers’ offices and in doctors’ offices, and all over the province: This move is 
made for the convenience of the executive or the executives of T.C.A. ] am not able 
to prove that statement but I think this committee should know about it. And 
people also say that very little, if any, consideration has been given to the 
employees who are to be moved away from their homes. 

As has already been pointed out, some of those employees cannot move. 
They will have to give up their jobs and seek other means of livelihood. 

In addition, the withdrawal of the T.C.A. payroll is, in my opinion, a blow 
beneath the belt. We pioneered this particular industry in Manitoba and we 
expected it to remain there. We, in Manitoba, need that payroll, and I am sure 
that the city of Montreal, or the province of Quebec, do not need it nearly so 
much as we do. I am not going to say anything more except that I think this 
committee might give very very serious consideration to our representations, 
because they mean so much to our people in Manitoba. I-+thank you, very much. 
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‘Mr. Gix1at: I would now call upon Mr. Daniel Sprague, president of the 


; q Industrial Development Board of Manitoba. 


Mr. Spracuz: Mr. Chairman, and gentlemen, as president of the Industrial 


_ Development Board of Manitoba, I say that we are just as much interested 
in keeping industry in our province as we are in bringing new industry to the 
_ province. I think we are more interested in retaining existing industry. 


Our board is protesting this proposed move on the grounds that the move 


2 will probably increase operating costs of T.C.A. at a time when T.C.A. is 
_ already operating at a large deficit. 


As perhaps some of you know in 1946 the deficit of T.C.A. was $1,133,000; 


in 1947 it was $1,897,000; in 1948 it was $2,267,000. 


Over the past three years the T.C.A. deficit has amounted to $5,297,000. 


_ This is before providing any interests on the capital investment. 


It is rather interesting to note that T.C.A. has a unique method of disposing 


of deficits. On examining the 1948 statement it is seen that the deficit for the 
- Jast three years has been washed off the books by a subsidy payment from the 


dominion government. Consequently in determining the total investment it 


is necessary to take into account these deficits which have been financed by the 
- government. 


Throughout the company’s annual report for 1948 reference is made to the 


fact that the operating deficit is attribuable in a large measure to rising wage 
costs. Why should the company further increase these operating costs by moving 
a large portion of its organization from a low operating cost area to a high cost 
' area? 


In 1948 salaries and wages of T.C.A. accounted for slightly over 40 per cent 


of the total operating expense. Winnipeg is a lower wage cost area than is 
- Montreal. According to the Dominion Bureau of Statistics the average weekly 
- wage in the month of December 1948 in Winnipeg was $38.39 compared with 
_ $41.22 in Montreal. | 


T.C.A. means a great deal to Manitoba. It is the sixth largest employer of | 


labour in greater Winnipeg aside, of course, from the provincial government and 
- the city of Winnipeg. To withdraw this industry from Winnipeg will have quite 


a damaging effect on its economy. 
On the other hand we think that the economy of Canada as a whole will 


benefit through a decentralization of industry rather than a concentration of 
‘ industry in localities such as Montreal. This may prove to be particularly true _ 
in the event of another war. 


Thank you. 
Mr. Gimuurat: The next speaker is Mr. Andrew Murphy, president of the - 


' Winnipeg and district Trades and Labour Council. 


Mr. Murreuy: Mr. Chairman, and gentlemen, as a member of organized 


labour and as president of the Trades and Labour Council I am representing all 
- organized labour in the province of Manitoba. 


I can say that we have always had good co-operation from T.C.A. in matters 


of contracts and agreements and I know that we have provided a high class of 


workman. : 
I think it is hardly necessary for me to point out to you gentlemen that it 


- must be a serious matter when you have organized labour and the Chamber of 
- Commerce on the same deputation. It is really a serious thing for the worker 
in Manitoba and I know, or at least I hope, that this committee will give deep 


consideration to everything that has been said by the preceding speakers. I 
notice that you are already making preparation to remove many officials and 
their assistants and it is hardly likely that you are going to remove these gentle- 
men without taking as well the rank and file. I know from conversations with 
the workers that they are deeply disturbed about the whole situation. I think 
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that there should be a definite statement made for or against the move, and I — 
hope it is against the move. A man cannot do a job if he has continually on his 
mind the possibility of moving to another city, involving increased expenditure, 
involving taking his children out of school, and taking his family to another city — 
which has not the facility for providing homes that Winnipeg has. G 
I was talking to one of the boys from the aircraft lodge who took a trip to — 
Montreal last year. He has a home in Winnipeg which he told me he had paid — 
$7,000 for. He looked for comparable accommodation in Montreal and said | 
that it would cost him between $11,000 and $12,000 to obtain a similar home if © 
he were compelled or forced to go to Montreal. I doubt very much whether he 
could get $7,000 now for his home in Winnipeg and I do not see how he could 
possibly purchase and maintain a home at $12,000. That is not within the — 
capability of the average worker; he just cannot support that kind of a home. 
The previous speakers have outlined the advantages of Manitoba in regard © 
to power and I know you people are equally familiar with that situation. | 
I would seriously ask this committee to give every attention to the delegation — 
with regard to keeping T.C.A. where it is. Its present location is an advantage 
to the country as a whole, any way you may look at it. 


Mr. Giuuiar: The next gentleman, is Mr. T. A. Farenhurst, representing the : 
air force branch, No. 156, of the Canadian Legion. | 


Mr. Farenunurst: Mr. Chairman, Honourable Mr. Howe, and gentlemen: _ 
The air force branch of the Canadian Legion which I represent is particularly © 
interested in this brief. It has been submitted to us that about 90 per cent of | 
the employees of T.C.A. are veterans and a large proportion of those are air | 
force veterans of World War II. Due to the comparatively short service of these | 
men they are in the lower pay brackets and as such they would suffer most. | 
Many of the men are recently married or due to marry. They have invested their | 
savings in houses and they have invested their gratuities in houses. 
If forced to move these men would probably lose a great deal of their | 
gratuities and they would be forced to live at high cost in Montreal. Many of | 
these men have investigated living costs in Montreal and feel that they would be | 
compelled to resign from T.C.A. since they could not support themselves in | 
Montreal at the same wage rates. We know in addition that there are many of | 
those men who, due to the uncertainty of conditions, and due to the numbers of | 
rumours flying about, are investigating the possibility of leaving the company at 
the present time. If these men are subjected to a move such as this it would ‘ 
amount to a calamity. They must give up two or three years of service in what | 
they hoped would be their life careers. To do so, and to start in. another business — 
would require still further suffering on their part. We do not believe that you — 
gentlemen will consider only matters of policy when dealing with this move. I | 
think that we have outgrown the medieval idea that human rights are of no~ 
importance or that they should override matters of internal consideration. | 
One of the prime considerations in government surely must be the welfare of © 
the workmen. Wherever they are, senior administrative officers, due to their 
superior advantage and superior training, should be able to adapt themselves 
to conditions. We believe however that this move would work intolerable hard- | 
ship on a great number of junior employees and that this factor must weigh | 
heavily in your minds. | 
It is understood that in some cases T.C.A. pays some portion of the | 
moving cost and a portion of added maintenance costs. As you know, however, | 
such payments would only go part way towards offsetting costs arising from | 
disrupting a family group and resettling it in a new city under new circumstances. 
There is also a saying that three moves are equivalent to one fire, and this | 
would probably wipe out half the savings of many of these men. 
If we could have the assurance that these men would not lose large 
portions of their life savings in this particular move I am sure our problem | 
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- would be overcome. If we could be sure that T.C.A. would arrange to settle 


the men without loss to them in the new area, with comfortable housing and 
without the loss of certain of their rights, we would feel satisfied that the men 
were being fairly treated. : | 

The very fact that this committee has consented to hear a delegation of 
this type indicates that there is some doubt in the minds of everyone concerning 
the wisdom of the move at this time. We are sure the committee will weigh 
very carefully the wisdom of such a move in the light of present public policy. 

We submit that the welfare of these men—the welfare of members of our 
legion and other legion branches in Manitoba, which I also represent—when it 
does not come into conflict with public policy should be the overriding factor 


in your consideration. 


Thank you, gentlemen. 


Mr. Grusatr: Mr. Chairman, and gentlemen of the committee, our official 
presentation is concluded but we understand that there are some of your 
confreres from Manitoba who may wish to say a word. 


Mr. Weir: I am not a member of the delegation from Manitoba but 
I wonder if I may have the privilege of saying a word? If you agree, I thank 
you very much. 

The representations which have been made to you this morning have 
been made on behalf of the citizens of the province of Manitoba. You have 
had not only the mayors of the cities of Winnipeg and St. Boniface, but you 
have also had the premier of our province, as well as representatives of other 
provincial-wide organizations in the province. 

I wish to join with the delegation in the representations which they have 
made and to include members of the House of Commons from the province of 
Manitoba irrespective of the parties to which they belong. In that statement 
I include, not only members of this committee, but also those who are not 
members of the committee. — 

I think, Mr. Chairman, that I might be privileged to go so far as to include, 
among those supporting the representations that have been made to you, 
members of the Senate, perhaps not all, but certainly those who are here today. 

This is a matter important to Manitoba and we are most desirous of 
retaining everything we can in the western part of our Canada, industrially. 


-T.C.A. in itself lends much to that desire in that T.C.A. carries with it certain 


elements of complementary industry, and for that reason I believe that it means 
something all over Canada for the west to have further industrialization, and 
that is an added reason why we would be most reluctant to see T.C.A. removed 
from western Canada, and particularly from Winnipeg. There is another reason. 
I understand that the proposal would probably mean the removal of employees 


now in receipt of a payroll of $500,000 a year. That is an important thing to 


any community and in that sense, measured by other cities in Canada, Winnipeg 
is not a large community. The removal of a payroll of that size is something 
of importance. 

Lastly I would just like to impress upon the committee that Winnipeg 
in itself has been air-minded. Our province has been air-minded. Conditions, 
as I understand them from the standpoint of aviation, are in our province second 
to none and that is an important factor which I think this committee should 
keep in mind when considering the development of an industry such as Te 

~The committee should keep in mind the fact that the representations have 
been carefully prepared and presented to you this morning by the delegation 
which you have heard. I hope you will weigh carefully the representations that 
have been made and that you may find your way clear to see that Manitoba 
still retains this development which means so much to her. 


Thank you. 
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Mr. Stewart: Mr. Chairman, with your permission, I would like to align 
myself with what Mr. Weir has said, but I would speak particularly for our 
group. | 

With perhaps one or two caveats that would enter into the matter, we 
are in accord. We do not agree completely with respect to all that has been said 
but we agree fundamentally with the opposition to removal of T.C.A. from 
Winnipeg. We cannot agree with the idea which has been given that housing 
in Winnipeg is so satisfactory that we have no problem in that respect, nor can 
we agree altogether with the reason put forward by Mr. Sprague that Winnipeg 
has a lower wage cost than that which prevails in Montreal. If we have 
anything to do with it, we are going to see that wages in Winnipeg increase to a 
figure just as high as that for Montreal. 

I would mention that normally I have great aversion to interfering with the 
policy of a Crown corporation but I think that there is’ something here which is 
more than just a matter of corporation policy. 

We believe that public interest is at stake and we believe that public 
snterests would be best served by refraining from adding to the accumulated 
economic power which exists in the east. Therefore, if it is humanly possible, 
we wish to retain T.C.A. in Winnipeg. 


Mr. Murphy has pointed out the extraordinary getting together of the lion 
and the lamb—organized labour and the Chamber of Commerce. When you get 
C.C.F., as well as the Conservative and Liberal members of the House, pressing 
for the retention of T.C.A. in Winnipeg, I think you have a representation 
worthy of the most serious consideration. 

As 1 said before fundamentally we are in agreement with the greater part 
of the presentation and I hope you will give it the consideration which it certainly 
deserves. . 

The Cramman: I wish to thank this delegation for the presentation they 
have made. I also want to say that this committee went out of its way, and 
I think the delegation appreciate this, as a matter of policy, to hear them. I 
think after listening to the presentation they have made the committee appreciate 
very much that you gentlemen came down here. 

Now, gentlemen, we have with us the president of T.C.A. He may have 
different views from those expressed by the delegation; and I think perhaps it 
is in order, with the approval of the committee, for him to state his case at this 
time while the delegation is still here. Is that agreeable to the committee? 


Some Hon. Members: Hear, hear. | 


The CHAIRMAN: I will then call Mr. McGregor, president of T-C.A. to state 
his case. 


Mr. G. R. McGregor (President, Trans-Canada Air Lines): Mr. Chair- 
man, Trans-Canada Air Lines also has a brief which we would like to submit 
to this committee and to anybody else who might like to see it. It 1s a matter 
of some ten or eleven pages and I would like to have the privilege of reading it. 
Before I do so I would like to ask for an opportunity later in the discussion to 
raise some points in rebuttal to some of the statements that have been made in 
‘the brief which has been submitted from Manitoba. 

Mr. Hazen: Mr. Chairman, could we have copies of this brief before he 
reads it? 

Mr. McGrecor: I would like it to be distributed now, if I may. 

I must apologize at the outset for the somewhat voluminous nature of this 
document but I felt it was necessary in order that the matter might be viewed 
in the proper light that some background be given in it. 
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TRANS-CANADA AIR LINES 
HEADQUARTERS ORGANIZATION 
The Sessional Committee on Railways and Shipping owned, operated and 


controlled by the government will, following the usual practice, consider the 


1948 annual report and the 1949 capital budget of Trans-Canada Air Lines. 
It is understood that, as a result of objections raised by civic and other groups 
in Winnipeg and the surrounding territory to a transfer of Trans-Canada Air 
Lines employees from Winnipeg to Montreal as described elsewhere in this 
memorandum, that committee will also consider Trans-Canada Air Lines’ 
reasons for deciding upon that transfer of employees. 

Since this decision was originally taken more than two years ago, and. since 
a number of the members of the committee will not be entirely familiar with 
the internal organization of Trans-Canada Air Lines, it has been thought 
desirable to prepare this memorandum, which will, as briefly as possible, outline 
the company’s organization, review the reasoning which resulted in the original 
decision, trace the steps which have been taken toward implementing that 
decision, and provide a summarized cost comparison study based on 1948 figures. 


Part | 


Outline of T.C.A. Organization 


Trans-Canada Air Lines’ plan of organization closely parallels that of the 
larger American airlines, and for that matter, nearly all organizations having 
a wide geographical area of activity. 

Reduced to its essential elements, it consists of an executive group, operations 
department administrative headquarters and traffic department administrative 
headquarters. The executive group consists of the president, secretary, and eight 
staff officers whose reponsibility it is to formulate policy and advise the president 
on the following specifically assigned matters: 

Research and economic control — 
Personnel and organization 
Facilities and supply control 
Public relations 

Accountancy 

Finance and insurance 

Legal matters 

Medical matters 


The first four groups of duties listed above are dealt with by full-time 
Trans-Canada Air Lines personnel. The duties of the remaining four, and’ the 
secretary, are performed by officers of the Canadian National Railway Company 
in conjunction with similar duties performed for that organization. | 

The operations department administrative headquarters consists of a vice 


- president, operations, his assistant, and nine staff officers whose duties are to 


advise the vice president, operations in respect to the following technical 
matters: 

Maintenance 

Overhaul 

Engineering 

Flight Development 

Flight Operations 

Passenger service 

Communications 

Training 

Station services 
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The traffic department administrative headquarters consists of a vice 
president, traffic, his assistant and nine staff officers responsible for advising 
the departmental head on the following specific matters: 


Traffic procedures © j 
Passenger sales 

Express and cargo sales 

Rates and tariffs 

Advertising 

Agency relations 

Reservations 

Training ; , 
Results « 


All three groups contain technical and clerical assistants proportional to 
the volume of work performed. , | 

The field organization maintains the functional division of responsibility 
as between the operations and traffic departments. The territorial responsibility 
of each department has been divided into four regions, to which regional opera-. 
tions and regional traffic managers are appointed. A further geographic division 
of responsibility takes place within each region, with a station manager being 
the local senior operations department employee, and a district traffic and sales 
manager being the local senior traffic department employee. 

It is understood that the details of the field organization are not particularly 
relevant to the text of this memorandum, but it has been thought desirable 
broadly to outline the whole organization, in order that an accurate picture may 
be formed of the manner in which the fanned-out lines of authority are gathered 
in, first from the forty-three system points to the eight regional headquarters, 
from the eight regional headquarters to the two departmental headquarters, and 
from the two departmental headquarters to the one executive group. 


Part II 


Elements of Trans-Canada Air Lines’ Organizational Problem 


The evolution of Trans-Canada Air Lines is, so far as is known, unique 
within the industry. 

The history of both private enterprise and most government-sponsored 
airlines reflects a development from smal! beginnings through normal stages of 
expansion, with all major elements of the airline growing logically with the 
growth of the whole. Trans-Canada Air Lines’ history would probably have 
followed a similar pattern, were it not for the fact that its inception was so 
closely followed by the war. 

With the exception of a short route between Vancouver and: Seattle which 
had been taken over from another airline company, no part of the Trans-Canada 
Air Lines system was permitted to fly passengers on a commercial basis until 
April 1, 19389, and approximately five months later the country was plunged 
into war, with military and associated requirements placing such a demand 
on transportation facilities that passenger travel was confined to government- 
issued priorities. : 

This circumstance had the effect of distorting the development of the 
company’s head office organization from the normal tri-functional body (execu- 
tive, operations and traffic) to what practically amounted to an operations 
headquarters only. . 

Since the company was denied the right to buy additional equipment, since 
civilian international travel was forbidden, and since the solicitation of domestic 
civilian air travel, on an already overcrowded airline was out of the question, 
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executive and traffic administrative functions were virtually non-existent, and 
this is reflected by the number of company officers in these combined groups 
‘throughout the war. 
te At the end of 1945 the office of the company’s president, Mr. Symington, 
-as had been the case since the company’s inception, was in Montreal. The 
remainder of the executive group at that time consisted of a vice president in 
charge of operations, located at Winnipeg, with all other staff duties performed 
by officers of the Canadian National Railways. The traffic department’s admin- 
istrative head office consisted of a general trafic manager and four staff 
assistants. 
if Immediately after, and in some respects even before the end of the war, 
these conditions began to change rapidly toward normaley. New and larger 
aircraft were ordered and obtained. Travel for war purposes disappeared, traffic 
solicitation, passenger and cargo handling, and like traffic responsibilities, grew 
to a position of prime importance. The rapid erowth of the airline, augmented 
by the many new executive duties associated with the purchase, supply and 
financing of more and larger equipment, international negotiations associated 
with the establishment of new routes, and the planning and administration of 
- greatly increased numbers of supervisory employees, made a proportional growth 
in the company’s executive group imperative, and it took place. — 
a Early in 1947, therefore, the company found itself in the position in which 
its head office establishment was undergoing rapid expansion, while head office 
_ functions were separated geographically. At that time it was obvious that the 
-smooth-working of the organization required one geographically consolidated 
headquarters, without which few if any organizations have achieved efficient 
_ administration. With this basic point established, it was clear that only two 
_ geographic locations for Trans-Canada Air Lines’ head office could logically be 
' considered: 
(a) Winnipeg, at which was then located the general operations department, 
the small but growing general traffic department, the main body of the 
accounting department, and the company’s engine overhaul base, or 
(b) Montreal, at which was then located the office of the president, the 
offices of the Canadian National officers a proportion of whose time 
was devoted to Trans-Canada Air Lines, and whose responsibilities 
are listed under Part I of this memorandum, a Trans-Canada Air Lines 
administrative vice president (a position which was later abolished 
with the appointment of a full-time T.C.A. president) and the T.C.A. 
director of facilities and supply control andi his staff. 


Pertinent factors in favour of the move to Winnipeg were: 

(1) A smaller number of people involved in the move of the then 
Montreal strength, to Winnipeg than the reverse. 

(2) Lower scales of clerical wages. 


And I underline “clerical”. 

vs Factors in favour of consolidated headquarters being established in Montreal 

_ were as follows: 

if (1) The ability to continue the joint use of C.N.R. executive officers at 
a very substantial economy to T.C.A. 

(2) Since a consolidated headquarters was going to require the con- 
struction of permanent building facilities at one point or the other, the 
inclusion of space for Trans-Canada Air Lines in the then-planned Inter- 
national Aviation Building (being built for the express purpose of housing 

“International Civil Aviation Organization and International Air Transport 
Association headquarters establishments, permitted further economies. 


¥ 
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(3) Since at Montreal were located Canadair, Trans-Canada Air 
Lines’ intermittent source of new aircraft and continuous source of spare — 
parts, the Canadian head offices of Pratt & Whitney and Rolls-Royce, the’ 
two manufacturers of all the company’s power plants, the head offices of — 
the International Civil Aviation Organization and the International Air © 

_ Transport Association, organizations with which the company has con- 
tinous contacts of major importance, a vast amount of travelling expense, — 

time, and difficulty of negotiation could be eliminated if all the company’s © 
officers were not separated from these many important points of company 
contact by the distance between Montreal and Winnipeg. 


(4) Conversely, investigation developed the fact that with the excep- — 
tion of a minor proportion of its insurance business, Trans-Canada Air — 
Lines carried on none of its outside corporate business with organizations — 
in Winnipeg. (The purchase of supplies used in maintenance and overhaul — 
work is, of course, not considered as corporate business.) | 

(5) The company’s government affiliation, and particularly its close 
collaboration with the Department of Transport, which administers all | 
the airway and most of the airport facilities used by Trans-Canada Air 
Lines, requires that a considerable proportion of the time of many of the 
company’s offices be spent in Ottawa, 120 miles from Montreal and 1,240 
miles from Winnipeg. | 

(6) At that time there was some indication that the company’s interna- 
tional route expansion would be heavier to the east than to the west. 

Consideration of the foregoing factors led to the decision to take 
preliminary action toward the establishment of the company’s consolidated 
headquarters in Montreal, and as will be seen later in this memorandum, © 
developments during the succeeding two years and have proved the decis- 
ion to be sound from both economic and administrative standpoints. | 


PART. II 


Implementation 


To house the proposed consolidated headquarters, arrangements were | 
made with the Canadian National Railways to provide office space in the | 
International Aviation Building, then in process of being planned. This ten- | 
storey modern building in a central location near the corner of Dorchester | 
Street and Beaver Hall Hill, is planned to form part of a large group of build- — 
ings which in conception resemble a somewhat smaller edition of the Radio i 
City group in New York. As previously stated, the building will also house — 
the world headquarters of the two international organizations dealing with | 
all elements of the civil aviation industry, namely International Civil Aviation | 
Organization and International Air Transport Association. A lease has been | 
signed for Trans-Canada Air Lines’ rental of approximately 30,000 square feet | 
of this space at $3.25 per foot per annum, inclusive of all services such as heat, | 
light, cleaning, repair and maintenance. 

In May 1948 the general traffic department was moved from Winnipeg 
to temporary quarters at Dorval Airport, where it will continue to be housed 
until the International Aviation Building is available for occupancy. | 

Early in January 1949, following the completion of a cost comparison © 
study, which will be dealt with under Part IV of this memorandum, all Trans- | 
Canada Air Lines personnel who would be involved were advised that the com- 
pany planned to complete the establishment of a consolidated headquarters | 
in Montreal as of October 1, 1949, by moving the operations department 
administrative headquarters, and the staff members of the executive eroup | 
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not already in Montreal, and associated assistants. Since then, residences of 
oy some officers have been sold, and notices of intended cancellation of leases on 
rented living premises have been given. Leases have also been negotiated in 
- some cases for the rental of residence premises in Montreal, and preliminary 
negotiations have been carried out in other cases for the purchase of houses. 

4 PART IV 

Consideration of Factors Affecting Second Stage of Move 

Described in Part III Above 


4“ Since the shortage of housing accommodation was considered to be more 
acute in 1949 than might later be the case, and since the company had 
succeeded in functioning for a considerable period of time with a geographi- 
cally split headquarters organization, it was obviously necessary that the final 
step to effect headquarters consolidation should only be taken this year if 
a further investigation of the relevant factors gave a clear indication: that, com- 


' pany-wise, the advantages outweighed the disadvantages by a sufficient margin 
to justify the personal inconvenience and in some cases hardship which would 
be experienced by the company personnel directly affected. 
¥ The factors listed in Part II of this memorandum which had brought about 
the original decision, were found to weigh as strongly in 1949 as had been the 
ease in 1947. Furthermore, the accomplishment of the move of the general 
. traffic department the previous May well within the company’s budgeted expense 
for that move, and the reasonably satisfactory solution of the personnel housing 
| problem which that move involved, constituted a further factor in favour of the 
~ completion of the original plan. 
The 1948 data recorded a continuation of the tendency of the centre of 
eravity of the company’s activities to move eastward. The following statistics 
are relevant: 
_ (1) During the year trans-Pacific routes, hitherto considered to be 
the ultimate responsibility of Trans-Canada Air Lines, were assigned to 
Canadian Pacific Air Lines, Limited, with the apparent effect of making 
the Pacifié coast a definite boundary to any more westerly expansion of 
Trans-Canada Air Lines’ routes. 

- (2) Montreal is now the terminus of 11,000 of the company’s 16,000 
miles of route pattern, or 70 per cent of the company’s total route mileage. 
‘And these figures being at variance with the brief submitted by Manitoba, 
I will be very glad to go into the details later. 

(3) The three closely-grouped cities of Toronto, Ottawa and Montreal 
now emplane 31 per cent of the company’s total passenger traffic and among 
them collect 40 per cent of the company’s total transportation revenue. 

(4) Fifty-two per cent of the company’s total passengers and 67 per cent 
of the company’s revenues are secured on company lines east of London, 
Ontario. 

(5) Four of the company’s eight regional offices are shared between 
Montreal and Toronto, and a fifth is located at Moncton. 

(6) The previously planned location of the world headquarters of the 
International Civil Aviation Organization and the International Air Trans- 
port Association has now become a firm fact, with the negotiation of 

ty, ~leases for the required accommodation in the International Aviation 
| Building. 

(7) The permanency of the Canadair plant at Montreal, which at 
one time was in some doubt in the public mind, has apparently been esta- 
_  blished, thanks to the success of ‘the North Star aircraft which they 
B  34443-—3 | 
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-. manufacture, and the placement of further substantial orders for this and ~ 

other aircraft types by both British and Canadian interests. " 

(8) Both the Rolls-Royce and Pratt & Whitney establishments in 
Montreal have grown substantially in the last two years. 

(9) The costs pertaining to the move, referred to in the last paragraph 
of Part III hereof, were carefully investigated and were found to be as 
follows: 

(i) Number of people involved, more or less a small percentage 

of variation depending on the final decisions of junior 
EMployeese ee ONS a ne anc eae Nee Bei a 159 

(ii) Estimated non-recurring transportation and other 

associated costs chargeable to the company in respect 
OO ES IMOVIE hier dl es Lk ie Meera i Solis MrT aerated $160,000 


Annual Dollars 
Lease of office accommodation in Montreal involved in this 


contemplated: move. (159. x. J107 x. $3.25) ee os oan 56,900 
Termination of rental charges on office accommodation at 

WYATT OO ch i Aes AL URI ee treet Renn ana 21,200 

Wet inereasé) in) office: rental Veo ea ee at $ 35,700 


T.C.A. does not own the majority of the space in Winnipeg which it now 
occupies. 


- Increase in salary expense represented by difference in clerical 


wage scales between Winnipeg and Montreal ........ 20,000 
Total increase in company annual expense ..... . $ 55,700 

Travel and communication annual saving™ ............. pele eel he. O00 
Annual reduction in administrative expense ...... $ 22,900 


* (Calculated saving based on the actual figures for the two representative | 
months of May and November, 1948, resulting from lost productive time while | 
travelling, living expenses while away from home, and communications charges | 
for only that amount of supervisors’ travels represented by trips from Winnipeg | 
to Montreal and Montreal to Winnipeg which would have been avoided had | 
a consolidated headquarters existed in Montreal.) 


I will deal with those figures later, because I have no doubt people will | 
want to know their source and authenticity. | 

These figures are in themselves conclusive, but they reflect no part of the | 
major advantages that are expected to result from the establishment of the | 
geographically consolidated headquarters. Hardly a day goes by in the | 
administrative life of the company in which one officer or another is not confronted | 
with the effects of a delay in reaching an administrative decision, a delay resulting | 
from separation of correspondence files, a delay resulting from the impossibility | 
of conducting a full discussion on a subject of mutual responsibility with a | 
representative of another department. All elements of the organization suffer | 
in more or less degree from this condition, and instances of monetary inefficiency | 
have been traced directly to it, of considerable volume. | 
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Parr V 


Ks ee General 


i A move of this nature cannot be accomplished without a certain amount of 
_ temporary disorganization, and, as previously referred to, a very substantial 
amount of personal inconvenience and unhappiness. Many of the Trans-Canada 
_ Air Lines people affected, including some officers, have expressed dissatisfaction 
_ based on personal considerations. 

ie Statements have been quoted in the Winnipeg press, and elsewhere, 
‘purporting to be reasons advanced by company personnel as to why the move 
is not advantageous from a company standpoint. No officer or employee has at 
_ any time made representations of this type to management, and nearly all of the 
_ company officers affected have stated that, while the move involves personal 
- inconvenience and expense, they foresee the attainment of a simplification of 
_ their administrative problems otherwise impossible. 

| Civic groups in Winnipeg have based strong objections to the move, not 
- apparently in consideration of the move as it is described herein, but. largely 
on the premise that this move marks the beginning of a transfer of all BGA: 
‘activities from Winnipeg to Montreal. It is naturally impossible to make 
accurate forecasts for many years in advance on a point such as this, but it can 
be and has already been definitely stated that neither the company directors nor 
management can foresee any possibility of it ever proving economically sound 
‘to move from Winnipeg any of the Trans-Canada Air Lines functions not covered 
_ by the move described herein. 

| In reference to the move of the general traffic department from Winnipeg 
to Montreal May 1, 1948, the statement was publicly made in Winnipeg that 
‘that move would not have the effect of reducing the total number of Trans- 
Canada Air Lines employees in Winnipeg. In that connection it is interesting 
_ to note that as of December 31, 1947, there were 1497 people employed by Trans- 
| Canada Air Lines at Winnipeg, and this number had become 1601 as of December 
| 31, 1948, even taking the general trafic department move into account. 

by Reasons for the move have been attributed to Trans-Canada Air Lines 
_ which have included the relative merits of Montreal and Winnipeg as A-bomb 
_ targets, and the personal preference of a domicile of senior officers. Trans-Canada 
| Air Lines has not hitherto been asked to state its reasons for the move by any 
- responsible body. It is hoped that the facts contained herein will demonstrate 
_ that the company has based its decision on sound reasoning, that the present 
ly move completes a carefully considered plan of long standing, and that the fears 
- which have been voiced in Winnipeg and elsewhere that that city is threatened 
| with a mass exodus of Trans-Canada Air Lines employees are entirely unfounded. 
ia The Cuatrman: Gentlemen, it is one o’clock; shall we meet at four this 
' afternoon? Is that agreeable? Then, four o’clock this afternoon. 


The committee adjourned, to meet again this day at 4 p.m. 


AFTERNOON SESSION 


The committee resumed at 4 p.m. 


i a The CHAIRMAN: We have a quorum. I think Mr. McGregor has a few 
' remarks to make. Before he does so, however, might I ask in view of the 
| difficulty there will be in having a meeting tomorrow morning, almost an 
| impossibility, would it be asking too much to have a meeting tonight? 
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Mr. Maysank: I shall have to be at another meeting myself, ee 
The CHAIRMAN: I see. N 


Mr. Mayspank: Yes, Mr. Chairman, ned there are several other members of 
this committee who will have to be elsewhere tonight. You are up in the House 
tonight, are you not, Mr. Jackman? 

Mr. JACKMAN: I may be. 

Mr. Mutcu: I hope we can get to that stage. 

The CHAIRMAN: We cannot have meetings on Wednesday night, as a rule; 
and when there is a caucus in the morning, it is difficult to hold a meeting. What 
do you say as to tomorrow afternoon? We might be able to finish then? 

Mr. Maypank: I think tomorrow afternoon would be all right. 

An. Hon. MemsBer: Could we not finish this question of the Winnipeg delega- 
tion beeause the delegation might want to return as soon as possible; and might 
we not deal with the T.C.A. report tomorrow? 

Mr. Murcr: Let us get on with this, Mr. Chairman, and let us see how far 
we can get. If we find that we have not concluded it today, possibly we might 
conclude it tomorrow afternoon. There is urgency, and we can only proceed in 
the face of it. If we cannot find a quorum tonight, we will not have one tomorrow 
morning. 

The CHatrMAN: If it meets with the committee’s approval we will ask 
Mr. McGregor to go on with his remarks and when he has finished we will see 
where we stand. 

Mr. McGrecor: Thank you, Mr. Chairman. I think I can be exceedingly 
brief. There are two or three points I would like to make. The first point I 
have in mind is to express appreciation of the manner in which the Manitoba 
brief was presented. 

I think it is worthy of note that, under the circumstances, there was no 
sense of ill feeling. The brief is in no way acrimonious. And I would certainly 
like to say that from the standpoint of Trans-Canada Air Lines exactly the 
same feelings obtain. 

T.C.A.’s long association with Winnipeg has been a very happy one and 
will continue as long as I can see, in Winnipeg. We certainly would not wish 
to do anything that was not fully justified for administrative reasons, which 
would in any way have the effect of causing a rift between Winnipeg and the 
Air Line. I think that the points made in the brief as submitted, considering the 
fact that, presumably, its authors did not have access to a great deal of T.C.A.’s 
confidential information, are very good. But I do think there are some serious 
errors in that brief which should be pointed out. In reference to the form of 
the T.C.A. annual report for-the year 1948, the very lengthy list of so-called 
directors which appeared in previous reports of that type was excluded along 
with much of the, shall I say, ginger bread, which also appeared in previous 
reports. It means nothing so far as moves are concerned. The people listed 
therein went down fairly deeply into the organization including regional 
managers, and so on, when putting out the 1948 report. We also called attention 
to the company’s very intense program and policy of economy, and we con- 
densed and tidied the thing up as much as possible. There were no directors, 
as the term is applied within the “organization,” moved in 1948 from Winnipeg 
to Montreal. 

I would like to touch on the question of the move as it was planned and 
described in my brief, and the possibility of what may happen. As I understand 
it, the great fear is that this is simply the withdrawal of a bung from a barrel 
and the whole contenits is going to flow out as a result. I would lke to reiterate 
my previous statement and that of the directors of T.C.A. as such—I am referring 
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to the board of directors—that none of us can see any possibility of such an 


action proving to be economical. I feel quite sure, although I have not discussed 


the point with him, that the Minister is of exactly the same opinion. 


I wish to express gratitude to His Worship, Mayor Coulter, for accepting 
that statement. I would like to dwell for a moment on the reason why that 
statement is made, with a great degree of confidence. Probably few of you 
have seen the Air Lines’ establishmenit in Winnipeg. We have there permanent 
buildings which have been equipped with heavy machinery, a great deal of 
which is built into the structure of the buildings. That machinery is associated 
with the over-haul of engines, both the radial DC-3 engines and the Rolls-Royce 
engines. And all the company’s engine over-haul work is done there. Thus, to 
disrupt that situation, would be unthinkable. | 

That machinery could not be transplanted. The cost of moving it would 
be tremendous, and T.C.A. would be moving from an area in which it can 
hire good mechanical help, in an apparently abundant supply, into an area 
where that supply, both as to quality and quantity, is not comparable. I fully 
agree with all the arguments advanced by the Manitoba brief in that regard. 

Mr. Murcn: If it is permitted to interrupt briefly, might I ask, in the event 


of the T-C.A. developing jet, to what extent would that argument apply? 


Mr. McGrecor: I would think the argument would apply fully as well, Mr. 
Mutch. 

The Air Lines took on Rolls-Royce fluid-cooled engines, after having operated 
with radial air-cooled engines entirely, and it followed exactly that program. So 
I see no reason why the introduction of jet or prop-jet engines would not fit in 
satisfactorily with conversion of that over-haul base to exactly the same type 
of work. 


Mr. Mutcn: The argument then was that you would prefer to be near Pratt 


‘and Whitney in Montreal. Would that argument not apply to the fact that jet 


would probably be developed in the east? 3 

Mr. McGrecor: No. Our desire to be near to these organizations with whom 
we are doing business, is founded purely on an administrative basis. It 1s some- 
what akin to the situation of the head office of a power company being located 
in a business centre, where its transactions are carried out, rather than at a power 
house at some falls on a river. 

The organization at Winnipeg, in so far as the employment of those 1,600 


people are concerned, is on that footing. Exactly the same thing applies to the 


accounting department. A great deal of accounting work is associated with this 
over-haul work, such as recording the hours of time per job, recording all pieces 
of new stock checked out of the stores, and recording salvaged parts and repair 
parts checked in. So you see, a vast amount of T.C.A. accounting is associated 
with that overhaul work. 

Therefore, as long as over-haul work is done in Winnipeg it is certain that 


| the accounting department must be situated there. But its revenue department 


could be anywhere. The company’s funds and money are handled through 


Montreal. The accounting department has been in Winnipeg and will continue 


to be there. It is purely a matter of bank transfer. 

I am sincere when I say that it is inconceivable that this consolidation of 
headquarters, with which I think nobody can argue from an administrative stand- 
point, forms the beginning of a move by such a group as the engine repair group 
and the accounting group which constitute, by far, the greatest proportion of our 


| employees in Winnipeg. 


I do not want to labour a controversial point in the Manitoba brief, but there 


“are some points which bear examination. Reference was made to the location 


of headquarters of the various air lines in the United States at such points as 
Dallas, and so on. But reference might also have been made to an equal number 
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of somewhat larger air lines whose headquarters are in New York, such as Pan- — 


American, American Airlines and American Overseas Airlines. 
Reference was made to the adequate space at Winnipeg for the consolidated 
headquarters, or for the people who are there. That is not the case. T.C.A. owns 
one building, having office accommodation in Winnipeg, and it rents the remain- 
der of its Winnipeg headquarters from the government. 
Now I would like to touch on some of the comments made by the president 


y, 
. = 
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of the Trade Development Board, the President of the Trades and Labour Con- — 


gress, and Mr. Farenhurst. T/C.A. is not moving any organized labour from 
Winnipeg to Montreal, nor is it contemplating doing so. It is merely moving 
clerical people and the departmental administrative group which was described 
in my brief. I do not know what proportion of that group could be considered 
to be in the low-salaried brackets, but I think it would be a very small 
proportion. | 

T.C.A. has a scale of wages which is based on-type of employment, length 
of service, and so on, and that scale of wages is exactly the same for its employees 


at Montreal as it is for its employees at Winnipeg or any place else in the > 


system, with the exception of clerical people, who are paid on the basis of the 


going rate for that class of individual, such as secretaries, stenographers, and so © 


on. The result is that the clerical people involved inthis move have been told 
what their changes in remuneration will be in respect of the move and the pay 
involved for such clerical people. Increases from $10 to $20 per month. 

Now, a point was raised this morning about the hardships which will ensue 
to a large number of people. Let me say that the number of people is not 
large. T.C.A. is very conscious of the disruptive effect of a move of this kind, 
and it is taking every possible step to counteract it. For the last three months 
the company has had a group of its own employees working in Montreal on the 
collection of data. with respect to available living premises both for purchase and 
for rent: and T.C.A. has circulated this information among the employees 
involved in the move. 

_T.C.A’s whole purpose in announcing this move nine months in advance 
was to remove any unnecessary hardship which might result from carrying it 


out at short notice. I am told that the houses which have already been sold — 


have been sold very advantageously. 
There is a further point, although I do not plead it, that every employee, 
when joining T.C.A., is required to agree to serve anywhere the company may 


require him to go. That is a necessary procedure in the case of an air line. Ido | 


not see why the administrative group should be favored over the pilot group 
who move from region to region, from one coast to the other, sometimes as often 
as twice a year. Therefore, I do not see any good reason why a move of Head- 
quarters people should be considered so disruptive an action, when nearly every- 
body else in the company has had to face it, not once but several times. 

Again, this thing harks back to the comments on the part of Winnipeg 
about its losing an industry. Winnipeg is not going to lose an industry, as far 
as I ean possibly see it. It is going to lose 159 people, according to our best 
estimates. But 159 people do not constitute a very large proportion of the 
1,600 odd people now working for T.C.A. in Winnipeg. If there are any 
questions about the figures in the brief, I feel sure that the chairman would 
give me an opportunity to answer them. 


Right Hon. Mr. Howe: May I just add a word about the government’s 


interest in Winnipeg. Our total investment in the Winnipeg airport amounts 
to $4,300,000 against a local investment—that is by the city and municipalities— 
of $400,000. A part of that latter investment has been made within the last 
twelve months. The figures do not include the property built and owned by 
T.C.A., nor do they include the property of the R.C.A.F. on the airport. I can 
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_ say further that, as a member of the government responsible for T.C.A., I hate 
- to see any move. Such a move always causes discussion. However, 1 cannot 
get away from the fact that having entrusted the management of the airline to a 
_ board, and having made it responsible for the internal operation of the airline, 
J cannot overrule it without good cause. I think if an attempt was made by 
- the directors to move the overhauling department or the accounting department, 
after the remarks of the president, I would have good reason to put a veto upon 
the suggestions. I say that as an added assurance to those employees who are 
fearful of having to move. They need have no such fear. 4 Ree 


The CHairnMAN: Gentlemen, I have in mind the fact that this group has 
- come all the way from Winnipeg to make its presentation. The members have 
listened to Mr. McGregor make explanations and he has perhaps contradicted, 
to some extent, some of the points contained in the delegation’s brief. : 

I think the committee here would want the delegation to have every oppor- 
tunity of explaining its position. pai 

Does the committee agree that it would be in order for one of the gentlemen 


-. who came to make a statement now, providing that it is desired to havea 


statement made? Is that giving the delegation a fair opportunity? Is it agreeable 
to the committee? 


Some Hon. Members: Hear, hear. 


i Mr. Maypank: Speaking for two Winnipegers and a St. Bonifacer, I should 
think it would be fair. ele 


‘The Cuamrman: The committee wishes to be fair. If one of you gentlemen 


- wishes to come forward and say a few words the committee would be pleased to 


hear you. 


Mr. Fiuumore: Mr. Chairman, and gentlemen; you will appreciate the fact 
that we have been, as you might say, on the outside looking in. The information 


we have had available has been somewhat fragmentary. I have to congratulate 


Mr. McGregor on the very fine presentation he made this morning and | think, 
without careful analysis, it might be somewhat impressive. After doing the best 
we have been able to do in the limited time at our disposal. I think that we are 
in a position to make an effective answer. In the short time available to us we 
have drafted something in the nature of a reply. I have here some four pages 
which, if it is agreeable to the committee, Mr. Chairman, I will read. 

Referring to page 2, paragraph 4 of Mr. McGregor’s brief, he states in effect 

that the organization breaks down into four territorial regions. With this we 
fully agree, and, as the work has been properly apportioned between the various 
traffic areas, the headquarters can be located in any suitably centralized spot. 
- On page 3 of Mr. McGregor’s brief we find this paragraph, after the reference to 
wartime conditions, and developments under wartime conditions. 
4 “This circumstance had the effect of distorting the development of the com- 
_ pany’s head office organization from the normal tri-functional body (executive, 
- operations and traffic) to what practically amounted to an Operations Head- 
quarters only.” 

We submit that the normal tri-functional activities can be carried on at 


HL Winnipeg as well and as effectively as at Montreal. We fail to see any distinction 
between the operation of an airline carrying predominantly military and govern- 
ment traffic as opposed to civilian traffic. The question of soliciting and obtaining 


civilian traffic in competition is, of course, the responsibility of the various 
regional traffic officers. Actually, by virtue of the right given to T.C.A. there is 
~ not much competition for civilian traffic in Canada at the present time. We 


refer there to airline competition because, of course, there is competition between 


the railway passenger departments and the T.C.A. traffic department. The fact 
is that by 1947 all T.C.A.’s organizations were congregated under one roof and 
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it is peculiar reasoning to justify the removal from this one roof in Winnipeg 
to another location. : Ui ann eae ee: 
__... Reference is made to the president, Mr. Symington. As a matter of record, 
che was not the original president but succeeded Mr. Hungerford. Neither of 
‘these men were full time airline operators, with the result that the operations 
were mainly conducted—practically 100 per cent—from Winnipeg. Judging 
by the financial statements up to the end of 1945 the results were satisfactory. — 

Mr. McGregor refers to the development of the airline, pointing to the 
fact that the headquarters should be established (a) in Winnipeg, or (b) in 
Montreal. 

Of course that is the whole question—that is the $64 question. 
For some reason, or rather for reasons which have now been given, with 
_the greater part of T.C.A. personnel centred at Winnipeg, and with the expense 
factor in favour of Winnipeg, they started to move in May 1948 to Montreal; 
having already moved some forty odd employees in the traffic department, they 
use this as an argument to consolidate some 165 more. 

This preponderous of personnel is acknowledged in this paragraph, as well 
as the statement that clerical wages are lower in Winnipeg. 

This agrees with our contention, but could also be extended to include 
executive, skilled and unskilled labour. 

Since this memcranda was dictated we have had your assurance with 
respect to mechanical labour. : 

On page 4 of Mr. McGregor’s brief, the second last paragraph refers to the 
joint use of C.N.R. executives such as the treasurer, secretary, medical. officer, 
legal officer, ete. 

We suggest that the duties performed by these senior executives of the 
C.N.R. are mainly formal in character and that they do not take an active part 
in the administration of the affairs of T.C.A. The duties are more formal and 
more supervisory, and these officials are only consulted at odd intervals. As a 
matter of fact the C.N.R. and the T.C.A. jobs by themselves are more than full 
time positions for any one man. 

In any event the C.N.R. has duplicate services throughout the major centres 
in Canada and can give such assistance at any centre, including Winnipeg. 

| The only position of which I have any personal knowledge is that of the 
man who looks after T.C.A.’s legal affairs. There is in Winnipeg a man who I 
think looks after most of the T.C.A. legal affairs. I happen to know that he > 
is a first class man and has a very good knowledge of aviation law. He is — 
probably better qualified than any man in the C.N.R. legal department to 
render the desired services to T.C.A, 

We agree with the desirability of the consolidation of headquarters under 
one roof. If more space is needed in Winnipeg, there can be built an addition 
to the present buildings to house the total headquarters personnel for probably 
twice or three times the annual rental that it is proposed to pay in Montreal. 

Another point is raised regarding the North Star plane becoming obsolete. 

Is it suggested that T.C.A. move to Seattle or California, in the event of 
their next planes being Boeings or Douglas? | 

- Furthermore, is it the customary practice for firms with something to sell 
to solicit this business from their prospective customers. The location of a plane 
manufacturer should not be a factor in this argument. | 

Reference is made to ICAO and IATA. This sounds impressive, but upon | 
analysis has no weight at all. ICAO is an organization of countries and govern-_ 
ments for the regulation of international air traffic, landing lights, ete. The 
representative for Canada is a member of the Department of Transport and has 
nothing whatever to do with airline transportation companies, although naturally | 
the company is interested in the results. IATA is an organization of air transpor- 

‘tation companies and as such does not affect T.C.A. This organization in 
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‘Montreal handles the clerical work but IATA decisions are arrived at during 


annual meetings, which, as a matter of interest have been held in the successive 
years 1945 to 1948 at Montreal, Cairo, Rio de Janeiro, Brussels—the 1949 
meeting to be held in the Hague. In the same years the presidents have successi- 
vely represented Canada, Egypt, Brazil, Belgium and the president, as of this 
date, represents Holland. 

We know of only one executive who has sold his house in Winnipeg and he 
was giving up this residence in any event. We believe there were three or four 
of the junior employees who sold their houses. Many other houses originally 
put up for sale have been taken off the market, pending this hearing and, even 
more important, because they were unable to obtain assurances of satisfactory 
housing in Montreal. , 

Since this morning, we have had a report from Mr. McGregor as to the 
efforts being made in Montreal to obtain housing. We do not know how 
successful those efforts have been, or the costs of buying or renting as they are 
in Montreal. , 

We deal briefly now with the various points raised on page 7 of 
Mr. McGregor’s report. 

Have we any assurance that T.C.A. in due course may not take over the 
trans-Pacific run? C.P.A. may find it unprofitable and may desire to abandon 
the run. 

The route mileage is a specious argument. The trans-oceanic run represents 
a considerable mileage but few flights. The ground personnel have very little 
to do with the craft once it is in the air and the fact is that the trans-oceanic 
mileage represents only one-seventeenth of the domestic traffic. 

To follow this argument to its conclusion: in one ‘round-the-world flight’ 


of 24,000 miles, we would make the point of departure the terminus of more miles 


flown than all the other routes combined. 

We have no argument against the statement that 31 per cent of the company’s 
total traffic emanates from Toronto, Ottawa, and Montreal; this is about the 
proportion that we have estimated. 

Nor is this item in dispute with our contention that the bulk of the domestic 
traffic is from Toronto west. | 

We have dealt with the North Star plane but incidentally, BOAC have 
purchased a number of these North Star planes. We understand that they are 
also purchasing Stratospheres as soon as possible, at which time the North Stars 
will be put on non-competitive, empire routes. | 

Now, I want to ask this question: What has this to do with the location 


of T.C.A. headquarters? We do not think that it makes any material difference 


to the operation of the T.C.A. whether the headquarters are located at Winnipeg 
or Montreal or anywhere else. The organization is set up and working now 
at Winnipeg and we do not see any justification for the setting up of an entirely 


_ new organization to replace it at Montreal. 


Another point, Mr. Chairman; we have no means of knowing the accuracy 
of the figure of $160,000 given as additional moving costs. I think we may 
safely assume that it is more costly to work at Montreal, to get the work done 
at Montreal; it certainly is more costly to try to secure accommodation for the 
staff at Montreal and living costs are higher. But, as I say, we have no means 
of knowing how they arrived at the figure given in Mr. McGregor’s brief. In 
the question of leasing of office accommodation in Montreal, we presume they 
have divided the total rental of $98,000 in the amounts applicable to the 
employees that they have already transferred and are about to transfer; and 
we submit that to us it would appear that the proportion for those about to be 
transferred would be approximately $60,000. ‘ 
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The fact remains, however, that T.C.A. and the taxpayers have Sheed 


into a rental of $98, 000 a year for space, which according to their own figures : 


could have been handled for $21,000 a year in Winnipeg. 

On the question of the increase in salaries: This works out at the rate of 
about $200 per year per clerical employee. This also bears out our contention 
regarding moving into a higher cost area, and the same increase in wages will 
apply the more people are moved to Montreal. Such an increase would mean 
hundreds of thousands of dollars annually, and it cannot be justified, in our 
opinion. 

They show the saving in travel and communication of $78, 600 per year. 
We are unable to reconcile “this figure with the statement made at page 21, where 
they show a total travelling expense for domestic and overseas of $31,000 
per year (Item 6600-36) and as they assured us that it was just this adminis- 


trative staff that was being moved we cannot reconcile these two different figures. 


As you will see, travelling expenses for the traffic and sales department, 
in relation to the move which has already been made, shows an increase of 
$81,000 for the year 1948 over 1947; an increase of 60 per cent, whereas the 
revenue only increased 52-2 per cent. 

I would like to say in conclusion, Mr. Chairman and gentlemen, it is said 
that these air line offices are being moved to Montreal because certain executive 
officers are located there. They could go there and consult them occasionally, 
perhaps, but as a matter of policy we do not believe that it would have any 
material effect. We do not think that the removing of the Winnipeg personnel, 
I refer particularly to the administrative personnel, to Montreal is in the 
circumstances justified. 

Secondly, there is the suggestion that certain matters had to be taken up 
in Ottawa in connection with air line operations. We do not know very much 
about that. We do not know how important that is. They may have to consult 
with officials at Ottawa but, gentlemen, they are not 2,000 miles away from 
Winnipeg, they are five or six hours away from Winnipeg only. 

Another suggestion is that they are closer to sources of supply and equip- 
ment. Well, gentlemen, they are not produced here. They can be purchased 
here or in Winnipeg just as well as they can be purchased in Montreal. 

I do submit, Mr. Chairman and gentlemen, that there cannot be any justi- 
fication on these alleged grounds for moving the clerical staff and. the administra- 
tive staff or any other staff from an area which is desirable in every respect and 
setting up new offices and a new administration in Montreal. 


The Cuamrman: I believe Mr. McGregor has two or three more things he 
would like to mention and then perhaps he would like to take up the report. 


Mr. McGrecor: Mr. Chairman, I just made a few brief notes as 
Mr. Fillmore has been speaking. I would like to review one or two of the points 
he has mentioned. He questioned whether C.N.R. officials performed comparable 
functions for the air line to those that they did for the railway or were consulted 
other than formally and at infrequent intervals. The answer to that is these 
people are consulted on behalf of T.C.A. exactly as they.are by the railroad 
and their staffs have in many cases been increased appropriately to permit that. 
We have discussed with Canadian National Railways officials on more than one 
occasion the question of charges which would be involved in the segregation 
of that group of duties and we have had very well substantiated figures from the 
president of the Canadian National Railways, and I regard his figures as being 
conservative after having studied them, that it would cost T.C.A. $108,000 
to duplicate the services which are now performed for us by the Canadian 
National Railways. 


Mr. JACKMAN: How much did you say you paid the C.N.R., $108,000? 
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- Mr. McoGrecor: No. I indicated that our payments are $88,000. We pay 


them $50,000, that excludes the salaries of all the people they employ purely 


for air line purposes. 


Mr. Murcu: Is that cheaper for you? 

Mr. McGrecor: Unquestionably. For instance, the medical officer who has 
been supervising the business of pilot examination for the last twelve years; 
you could probably not get such a medical officer in Winnipeg at all, quite 
apart from the question of remuneration. 

‘Mr. Maypank: May I get that clear? You say that to set up these services 


‘would cost you $108,000 and you pay $86,000, so that would be a saving of the 


order of $25,000? : 

Mr. McGrecor: No, the $108,000 Mr. Maybank is the cost of separating 
out the administrative assistance. The salaries which I have included in that, 
about $38,000, would still be added to it. 

Mr. Maysank: What is that, $38,000? 

Mr. McGrecor: $38,000. 

Mr. Maypanxk: You say you would have to add that which would bring 
it to $88,000? | 

Mr. McGrecor: I did. We now pay $50,000 for administrative services. 

Mr. MaysBank: $50,000, did you sav? 

Mr. McGrecor: Yes. That is the figure that should be put against the 
$108,000. Our total commitment for help to the Canadian National Railways 
is of the order of $80,000 to $88,000. an 

Mr. Maypank: So that that would indicate the saving as the difference 
between the $50,000 which you pay and the $108,000 which you would have to 
pay if you had your own staff? 

Mr. McGregor: That is correct. 

Mr. Maypank: And the $108,000 is for the purpose of making a comparison, 
what the cost would be to you if you paid for those services yourself; but as it 
is you pay $50,000? 

Mr. McGrecor: That is right. 


Mr. Maypank: And you now tell us that to duplicate that service would 
cost you $108,000, but it now costs you—what? 


Mr. McGrecor: $50,000. 
Mr. Mayspanxk: I wanted to be sure I understand that. 


Mr. Mituer: Would it make that much actual difference if you had your 
own experts? 

Mr. McGrecor: Yes. If we made our headquarters in Winnipeg, in order 
to have functions comparable to what we now enjoy we would have to duplicate 
all these people. 


Mr. JAcKMAN: I. am not sure, Mr. Chairman, that I just understand what 
Mr. McGregor has said. As I understood you, you said that to maintain the 
same services with your own staff would cost you $108,000; that you now pay 
$86,000 for certain services rendered to the T.C.A. by the Canadian National 
Railways and that if you were to start new services of a similar kind and 
quality for yourselves it would cost you $108,000. Now, I understood you to 
say that you pay $50,000 for these services to the C.N.R. so the reference to | 


q $86,000 is something else? 
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Mr. McGrecor: Yes. We pay the C.N.R. two groups of money in respect 
of their assistance; one, $50,000 administrative fee which covers all such services 
as medical, legal, financial, insurance—and until January 1 of this year public 
relations and advertising, purchasing—and until recently architectural. In 
addition to that— 

Mr. Mutcu: Betore you go on with that— 

Mr. McGrecor: I am not through with Mr. Jackman yet. 

Mr. Mtutcu: Oh, I am sorry. 

Mr. McGrecor: In addition to that we pay between 1 $35,000 and $40,000 
of clerical and other types of salaries to C.N.R. employees employed by the 
C.N.R. and on the C.N.R. payroll who devote their time entirely to the work 
of the T.C.A. 

Mr. JAcKMAN: And that is a direct charge to T.C.A.? 

Mr. McGrecor: That is correct. 

Mr. JacKMAN: You mentioned paying $108,000 to establish certain services 
under your own direction. 

Mr. McGrecor: That is true, and it is the result of Mr. Vaughan’s estimate 
of the amount of money that would be required to duplicate the services that 
we get from the C.N.R. at the present time for the $50,000, not for $86,000. 

Mr. Jackman: The T.C.A. pays the C.N.R. and they are losing money on it. 

Mr. Murcu: Is it correct that the amount you are now paying the C.N.R. 
is $50,000 for the services you have indicated? 

Mr. McGrecor: That is correct. 

Mr. Murcu: And the $108,000 would include the payment of similar 
services at any other centre on a full-time basis? 

Mr. McGrecor: Yes, but I would think as in the case of the chief medical 
officer since the two jobs can be handled by the one man, he would not be 
efficiently used full-time by the T.C.A. 

Mr. Mutcu: Could you give us an idea of the personnel involved in this 
$50,000 fee? 7 

Mr. McGrecor: The people involved? 

Mr. Nicuotson: I wonder if the rest of us might be permitted to take 
part in that little friendly discussion you seem to be having down there. 

The CuatrmMan: Mr. Mutch, would you mind speaking louder please. 

Mr. Mutcu: I am sorry. I asked if the president could give us some 
idea who the personnel were whose services were covered by that $50,000 yearly 
fee. He has mentioned the chief medical officer and one or two others, but that 
is only a backlog of the other officials. 

Mr. McGrecor: By names, Mr. Mutch? 

Mr. Mourcu: Or by position, I am not interested in names. 

Mr. McGrecor: The chief legal officer of the Canadian National Railways, | 
the secretary, the vice president—finance, the controller, the chief purchasing | 
officer—a vice president, the chief medical officer; and as I said until January | 
1st, the director of publicity; and until I believe it was last August, the chief 
architect. 

Mr. Miuter: If you did not change your present ants however, there 
would be no change. 

Mr: McGregor: Yes, that is correct. I am glad to hear that apparently 
everybody consulted agrees that 'a consolidated headquarters may be regarded as 
an essential. 

Mr. Mitier: I do not know whether that is so or not. It is a point anyway. 
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“Mr. Maypank: If you mean by that that it seems to be agreed that the 
consolidation of headquarters which we have here indicated is a benefit, then 
you are drawing too long a bow. 

Mr. McGrecor: No, I'said a consolidated headquarters. : ! 
Mr. Mayzanx: A consolidated headquarters, not this particular consolida- 
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Mr. Jackman: Do you not think that you would be better off to spend 
this $108,000 and have your own services than to continue operating under the 
services supplied to you by the Canadian National Railways, one of the largest 
railroads in the world, and one which has a tremendous breakdown of official 
personnel and has plenty to do without looking after any other new field of 
transportation which has no connection with railway transportation? At what 
point would you feel that you would be large enough to want to be on your 
own, where it would pay you to have your own services? For instance, the 
Air Force, as is well known, has a whole department of medical aviation, a 
whole school of medical aviation which is carrying on specialized studies in that 
field. I should think that the medical problems of the T.C.A. and the examination 
of pilots would be very different from any examination required in the railway 
services. I do not think the chief medical officer there has very much experience 
in connection with aviation, nor do I think you could rely on the several 
departments involved which are already handling a heavy volume of traffic, one 
in excess of $20,000,000 a year, to give you the same high quality of service 
which a staff of your own might be expected to give. 

Mr. McGrecor: Well, Mr. Jackman, I think that your cast into the future 
is probably entirely correct. When that becomes either necessary or economically 
sound will be a question to be decided in the future, probably separately by 
departments. In so far as experience is concerned in the aviation medical field 
the group.of Canadian National Railway doctors with which T.C.A. is working 
has now had twelve years of experience of that nature and I am quite certain 
I speak for the company as a whole when I say we have no fault to find 
with them. 

If the company continues to grow at something like the rate you draw 
attention to there might be justification for the progressive assumption of the 
various responsibilities, possibly beginning with purchasing, but at the moment 


it is certainly the cheaper procedure for T.C.A. and it is very grateful for being 


able to get the benefits of the services of officers of long transportation experience 
at what is a very much less sum of money expended than would be the case if 
it had its own people. 

Mr. Miuier: Those eight or nine men you mentioned, Mr. McGregor, the 
chief solicitor and so on, would they actually be consulted much or on frequent 
occasions, and if so, who would consult them? Would it be you yourself , who is 


already in Montreal? 


Mr. McGrecor: Largely myself. I am in Montreal consulting these 
people, or some of them, not less frequently than once a month, and usually twice 
and sometimes three times a month. Mr. May, who is on my left, 1s not among 


_ those gentlemen named, and he is chief assistant to the comptroller, Mr. Cooper, 
and I can assure you that the T.C.A. finances being in the condition they are 


in, the finances of the company are matters of the closest scrutiny and discussion. 


a I doubt if there is a day goes by without a telephone call between the two offices, 


and the whole financial structure of the company, its revenues and expenses 
by groups are gone into very thoroughly and frequently, and I think it would 


q be a safe estimate to say that between Mr. Cooper and Mr. May, T.C.A. matters 
_ occupy 75 per cent of Mr. May’s attention and 30 per cent of Mr. Cooper’s. 
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Mr. Maypanxk: By the way, in the last statement where you divide the time 
of these two gentlemen in percentages, do you feel that the C.N.R. is in agreement 
with you there? | 

Mr. McGrecor: On the percentages? 

Mr. Mayspanx: You gave percentages of the time of the men you mentioned 
as between the C.N.R. and the T.C.A. _ 

Mr. McGrecor: From the fact that Mr. Vaughan is continually complaining 
to me that he is not getting enough money for their services I think they would 
be in agreement. 

Mr. Miuuer: You had better take them over, or let the C.N.R. do it. 

Right Hon. Mr. Howse: Don’t forget that the C.N.R. owns the T.C.A. and 
is vitally interested in its finances. 

Mr. Mayspanx: Your medical services to a certain extent are performed 
in Winnipeg? 

Mr. McGrecor: It is given at all pilot bases throughout the season. 
Montreal is by far the largest pilot base. | 
Mr. Maysanx: To what extent is it given in Winnipeg? 

Mr. McGrecor: To the extent of what pilots we base on Winnipeg. I would 
say there are about fifty there. 

Mr. Maypanx: The medical service, then, is just for the flying personnel? 
Mr. McGrecor: No, all employees are periodically examined, and all 
incoming employees are, of course, examined before acceptance. . 

Mr. Murcu: Other than medical examination of pilots, does it require any 
special technical medical skill to examine the other personnel? 

Mr. McGrecor: I would not say so. : 

Mr. Murcu: Would it not be possible to secure from the ranks of other 
medical men, who had a great deal of experience with flying personnel during 
the war, doctors to perform these medical examinations? 2 

Mr. McGrecor: The Canadian National Railways’ medical experience 
extends to such things as claims for workmen’s compensation and injuries to 
employees, and I am glad to say that we have not been involved in that type of 
thing so far as passengers are concerned, but it would also apply there. 

Mr. Miuter: You answered the Manitoba brief, suggesting that the Pan 
American and some other lines had headquarters at New York. 

Mr. McGrecor: Right. 

Mr. Miuuer: And are they all trans-ocean flights? 


Mr. McGrecor: All except American Airlines. I mentioned Pan-American, 
American Airlines, and American Overseas, ‘a separate company of American 
Airlines, very much as our Trans-Canada Atlantic is a separate company of 
the T.C.A. They are the overseas operator for American Air Lines. Pan- 
American is entirely trans-ocean. 

Reference was made to the obsolescence of the North Star. Words almost 
farl me. The North Star aircraft came into domestic service last June 1. We 
are depreciating it, which answers another question raised earlier, on a straight 
line basis on a seven-year life. We are exceedingly hopeful and I think justified 
in. that hope that after that aircraft has been fully depreciated in passenger 
traffic it will see at least another two or three years of useful life in T.C.A. 
freight service, and there will not be any heavy depreciation charges while 
carrying cargo. It is by no manner of means an obsolescent aircraft. Reference 
was made to the BOAC going. to use them on non-competitive routes in Europe. 
I do not know of any such in Europe. 

We are not proposing to move to the supplier. The fact remains that 
as in the case of all aircraft, the purchase of replacement parts is a very; 
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_ important factor, and both the Canadair Company and the T.C.A. are interested 
in such things as that the noise level in the North Star should be improved, and 
we are in constant consultation for satisfactory design to improve that. 
Reference was also made to ICAO and IATA and rather played down 
_ the importance of these two organizations as far as T.C.A. 1s concerned. Due 
_ to the fact that T.C.A. is a government air line, T.C.A. and its technical people, 
- mostly engineers, are continually required to assist the delegated representatives 
of the Canadian government at ICAO conferences, and a good many of our 
- technical people are so employed. IATA is not only an organization on traffic, 
- it is also one of technical divisions and that technical work comprises the 
assimilation of information from carriers, and their recommendations and 
discussions as to agenda of conferences and so on, is all undertaken at their 
headquarters. T.C.A. is represented on nearly every committee of IATA and 
_ T-C.A. men are chairmen of many of the committees. I do not think that 1s 
| a pat in the back for T.C.A., but T.C.A. forms a buffer state between the 
sterling group of countries and the dollar group. | 

Mr. Maypanxk: With reference to all this representation upon those two 
international bodies, what has that to do with head office? Are they head office 
people that are on these committees? I thought you indicated that some of 
them were technical men. i 

Mr. McGrecor: Nearly all. ; 

Mr. MayBanx: Now, for example, who are some of these? 
{ Mr. McGrecor: Captain Rawson, Mr. Dyment, Mr. Bain, Captain Seagrim 
- —I could mention two or three others, but you have four, all on headquarters , 
staff. 
| Mr. MayBanx: Would there be any great difficulty in having such represent- 
ation if your head office were elsewhere than Montreal? 


Mr. McGrecor: Not a great difficulty. Just the business of being out of 
touch with the organization, and the 1,250 miles of traveling involved. 

Mr. Mayspanx: How much time of people from headquarters is expended 
in this work with these international bodies? 

Mr. McGrecor: I have the man-days here. It is astonishing. 

Mr. Maypanx: Well, let us get astonished. How much is it? 

Mr. McGrecor: I will ask Mr. May to look that up, if you will. I take it 
you mean in reference to ICAO and IATA only? 
_. Mr. Maysanx: I was endeavouring to weigh the importance of these two 
international bodies as a magnet for this heaquarters move. You have cited 
those two bodies and their location in Montreal as being one of the reasons why 
you wanted to make this consolidation at Montreal: I just want to see how 
important that is, taken by itself. 

Mr-McGrecor: We can get that figure for you, Mr. Maybank. I have the 
man-days for supervisory travel out of Winnipeg. 

Mr. MaysBanx: Supervisory travel of T.C.A.? 

Mr. McGrecor: Certainly. 
Mr. Maysank: I was not dealing with that at all. I was asking how much 
_ time these international bodies take up. 
Mr. McGrecor: I can get it for you. 


| Mr. Moors: I would like to ask a question in regard to the transfer of the 
_ headquarters from Winnipeg to Montreal: When the T-C.A. has completed all the 
_ transferring they intend to do, how many employees will be left in Winnipeg? 
a Mr. McGrecor: Well, as of the moment, 1,450, I would stab at. I am sub- 
_ tracting 159 from 1,609. 
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Mr. Moore: When those executives are moved will that entail the transfer 
of others later on? | | 

Mr. McGrecor: I cannot see it, as I said before. 

Mr. Maypank: May I ask this question in regard to certain figures you have ~ 
given us on pages 7 and 8, chiefly at the bottom of page 8? Your remarks on 159 
employees at the top of page 8—you show that there is a transportation cost of 
$160,000. That is non-recurring cost? Do you mean by that it will cost you this - 
Hees of money to effect the removal of these 159 people? It is not related to 
that? 

Mr. McGrecor: It includes that and all the other things that are stated there 
—“estimated non-recurring transportation and other associated costs chargeable 
to the company in respect of this move’—associated costs such as the erection of 
partitions and many other things of that nature. ; 

Mr. Maypank: Doe it mean the transportation cost among other things— 
the transportation cost of these people being moved? Are you just moving them 

or are you moving their household effects? By the way, Mr. McGregor, I should 
point out that you have been nodding to me in answer, and the Hansard reporter 
would not be able to record anything but the spoken word. 

Mr. McGrecor: I did not want to interrupt with a “yes”. 

Mr. Maypank: I appreciate that but quite often one gets an answer which 
he understands, but later on when it is being read there is no understanding at 
all, because there is no answer recorded. Well, then, the $160,000, to which you 
refer here takes care of the transportation costs of the individuals that you are 

‘removing? 
Mr. McGrecor: Correct. 
Mr. Mayspanx: It also takes care of removing their household effects? 
Mr. McGrecor: Correct. : 
Mr. Maypanx: And certain other things in addition to those that I have 
mentioned? : 
Mr. McGrecor: Yes. 
Mr. Mayspank: Now, roughly, could you indicate the division between the 
two types of expenditure? 

Mr. McGrecor: No, I certainly could not. I do know this, that the estimate . 
of the cost of moving the people was based on the actual experience of the move 
of the general traffic department last May. 

Mr. MayBanx: I see. 

Mr. Murcu: Well this time the executive will have more’ chattels to move 
and the rate, I suppose, should be a little higher. . 

Mr. JAckMAN: The lease on the office accommodation in Montreal at $3.25 
per foot is $56,900; and you have this’ tremendous rental charge for office 
accommodation in Winnipeg of $21,200. That surely is not an annual charge? 
How do you calculate it? 

Mr. McGrecor: That is the cost of rental of space, light, janitor service, 
cleaning, and so on. It is an annual credit. 

Mr. JACKMAN: You are just deducting it, and you can get rid of it all right? 

Mr. McGrecor: Yes. 


Mr. Mitier: The Winnipeg reply suggested that that $56,900, shown on 
page 8, was correct in that it was assumed that is was just for additional people 
being moved? 

Mr. McGrecor: That is correct. The Winnipeg reply referred to the fact 
that the lease apparently involved $98,000 of rentals. That figure is approximately 
correct. It also said that that should be stacked up against a $21,000 credit, 
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being the cost of the space we are now renting in Winnipeg. That, of course, 
is incorrect. The $56,900 is rental cost. associated with the use of the people 
represented in the transfer, in this document, 159 people. The total cost of 
the space rented is in the order of $98,000, and it represents housing of the 
_ people now presently housed at Dorval airport in premises which cost us a 
- good deal more than $3.25 per foot, because we pay $1 per foot for the premises; 
and in addition we have to pay for the transportation of those people to and 
- from Dorval to down town Montreal. , 

Mr. Mayspank: Those are the personnel who were removed from Winnipeg 


last year? . 
q Mr. McGrecor: Some, and some previously. 
i Mr. Maysanx: How many previously? 


1 Mr~McGrecor: I think the number is in the order of 25. It includes the 


_ office and group of the Director of Material and Supply, Mr. F. T. Wood, and 
his associated people. 7 

4 Mr. Maypanx: And to that number could be added how many for last 
‘ year? : 

a Mr. McGrecor: The general traffic move involved about 40 people at the 


) time. The size of the department thas risen to approximately 70 since that 
move, which accounts for the percentage of increase in general traffic costs 
q which was previously referred to, and was incorrectly attributed to the fact that 
- general traffic was moved from Winnipeg to Montreal. 

] Mr. Maypanx: You really had a number at Dorval and, in addition to 
q housing them, you have had other costs. And if you were to treat that as space 
occupation it would be pretty expensive. Is that right? When you take into 
a account the cost of bringing them out and taking them back, together with 
fF the lease cost—just for the purpose of comparison, you call it rental costs—it is 
" an expensive operation. 

a Mr. McGrecor: Yes, but that cost should end with the movement of these 
_ people into consolidated headquarters in the Aviation Building. | 
q Mr. Maypanx: Consequently the bringing of them into Montreal allows 
' you to set off a rather large and almost exorbitant expense that you have had 
until now. It is not normal to have so large an expense? 

4 Mr. McGrecor: No. It is expensive housing for that type of office accom- 
4 modation. 

a Mr. Maypanx: So, when you record that figure, whatever it. is, that Dorval 
' figure, as a saving, of course, that is a figure you would not have been able 
* to keep paying anyway. I mean, you would not be justified in paying it 
_ regularly. | 

~ Mr. McGrecor: It.is within a quarter per foot of office rentals as they 
- run for that type of accommodation, and the expense was not included in the 
— cost comparison. . 

i Mr. Jackman: But it is pretty expensive. 

Mr. McGrecor: Indeed it is. 

Mr. Mayspank: And you had the transportation costs as well. 
Mr.-McGrecor: Yes. | 

a i Mr. Mutcu: But at Dorval they are only slightly more convenient than 
m here. 

~ Mr. McGrecor: That is correct. 

ss Mr. Murcu: Admitting the principle then of the desirability of consolidated 
headquarters, would it not be interesting for the committee if you could estimate 
for us the relative financial position had you elected to consolidate your head- 
- quarters in much less expensive areas than those which they are presently 
34443—4 
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occupying, and made your consolidation there? You are showing here a net 
increase in your office rental of $56,900 for this group which you propose to 
move. And you state in the next line that you are already accommodating them 
for $21,200. 

Mr. McGrecor: The net increase is not $56,900. The net increase is 
$35,700. ‘ ‘ | 

Mr. Murcn: The additional expenditure in Montreal is $56,900. You are 
paying on the basis of $35,700 for the policy of concentrating in Montreal 
rather than concentrating in Winnipeg. 

Mr. McGrecor: And for housing in a permanent modern building rather 
than in temporary wooden buildings at an airfield. 

Right Hon Mr. Hown: The reason for these people being in Montreal was 
that one group was down there in order to supervise the building of some new 
planes. That was something they could not do from Winnipeg. The other 
group was composed of traffic people who were down there where the bulk 
of traffic originates. 

Mr. Mutcu: That is an interesting contribution because what we have been 
trying to do, more or less unsuccessfully for a long period of time, is to find 
some watertight reason for the consolidation at that place. Perhaps you have 
now given us one reason which we can put our fingers on. 

Right Hon. Mr. Howe: That is why they are there. 

Mr. Miuuer: Is it accurate to say that the bulk of traffic does originate 
there? 

Right Hon. Mr. Howe: Yes. , 

Mr. McGrecor: For this group of Ottawa, Montreal and Toronto? 

Mr. Mituer: If you eliminate Toronto that answer would not be correct, 
would it? 

Right Hon. Mr. Howe: Montreal is much nearer Toronto than is Winnipeg. 

Mr. Maypanx: A certain number of people board planes in Toronto and 
in Ottawa as well as Montreal. That. is one of the reasons why you should 
be centred in Montreal. If you eliminate one of those places you would be 


one-third less strong in your argument; your statement would be one-third — 
less valid. 


Mr. McGrecor: If that is what, you take from my words, then evidently 
I have not been making myself clear. Let me say that because of the volume | 
of boarding traffic, we have within that area four, and, within a slightly increased — 
area, five of our eight total regional offices. The head office group is intimately 
concerned with the regional offices and their activities. The head office does 
not administer the company directly to stations; it administers through a chain, 
of organizations through the regional offices. The headquarters people deal 
directly with regional managers and vice versa, and not with the field organization. 
The principle of boarding passengers by areas is only of interest in so far as it 
determines where the regional offices are. 

Mr. Mayank: I see. Holding to the remarks made a few minutes ago 
concerning expenditures, rental’ expenditures and that sort of thing, you 
observed that you would compare what you were getting in Montreal, namely, 
a fine building, as compared to a plain building at an airport. Would you mind 
telling me what it would have cost you to build your accommodation in Winnipeg? 

Mr. McGrecor: I have no idea, Mr. Maybank, other than to say that the 
question of erecting a building in Winnipeg was investigated, I believe, very 
thoroughly although it was before my time, some three years ago, when this 
original decision which I speak of in my brief was made. All I can say, from 
personal knowledge, is that the plan was abandoned at that time, I think, in ~ 
the face of very heavy building costs. 
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| Mr. Mayank: I think it is important to do a little better than that. Would 
you be able to produce whatever records there are? My information is quite 
contrary to what you have just said. In fact, the information given me is that 
you could have built adequate accommodation for not very many years of rent. 
3 Right Hon. Mr. Hown: I do not think Mr. McGregor intends to reflect on 
the accommodation at Winnipeg which, I think, is pretty good. He is reflecting 
on the accommodation at Dorval airport, which is pretty bad. — 

I Mr. Maypank: There is no thought of pride of places in my questioning. 
q 

1 

. 


I only mentioned the matter to draw your attention to the point upon which 
I desire to offer some questions. I am not concerned whether you were reflecting 
or not. It isa question of costs. The information we have is radically different 
: from what you stated just now. If you could have built more cheaply, you 
might still have gone to Montreal for other reasons. I do not know; but I 
want to deal with each one at a time. What about this consideration of cost? 


Mr. McGrecor: I can only speak from my personal experience and from the 
standpoint of history. I do know that tentative plans were prepared. Perhaps 
4 Mr. May may be able to throw some light on the question of constructing an 
7] aviation building on a site at Stevenson field in Winnipeg, and whether those 
_ plans were given due consideration. I am sure that entirely disinterested study 
was given to them and they were abandoned. Frankly, in my present position 
I do not believe that the proper place for a head office of an air line is at an 
4 air field, where it is subject to all the interruption and noise of aircraft running 
up. Again, I would say that it was no more sensible than the simile which I 
drew earlier today, that of having the head office of a power company located 


at a power station. | 
' Mr. Minter: When were the plans figured out and when were they aban- 


_ doned? 


- 


rf 


q 
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‘ 
Mr. McGrecor: The abandonment was within six months of three years 
ago 


Can you cast any light on this subject, Mr. May? 

a Mr. S. H. May: No, I have no information regarding the cost of the proposed 

_ buildings. 
4 Right Hon. Mr. Howe: The fact is you have got an air line crossing the 

_ Atlantic ocean which takes ‘n one-third of all the revenue taken in by the air 

line. Surely, on the face of it, Winnipeg is not the place to operate that service, 

® is it? : 

p Mr. Maysanx: That might very well be. But might it not be operated as a 

_ separate matter. Is not that policy the part where you lose the most of your 

' money? ; | 

q Right Hon. Mr. Howe: That is why we want to give it more attention. That 
» Atlantic service bothers me more than the domestic service. I think we will 

' pull out of the domestic service. : 

q Mr. Mayzpank: Why not handle it the way the Sackville station is handled 
» by the C.B.C.—_for a fee—if we are going to run it for prestige. 

4 Mr. McGrecor: I have every confidence that the trans-oceanic services 
_ will operate in black figures. The three of them, the Bermuda, the United 
_ Kingdom, and the Caribbean, are suffering more or less from the fact that they 
f are comparatively new operations. I am talking of them as passenger revenue 
units. It is the history of airlines, from the word go, that they suffer financial 
 lickings in the initial stages of their activities, and the Caribbean and Bermuda 
' runs are no exception. I may say it is not anything like as true on the trans- 
_ Atlantic run as it is of the Caribbean and Bermuda runs.- The trans-Atlantic 
_ to the UK. is highly competitive and it is a matter of vetting over the condition 
_ —one which I feel confident is temporary—following the war. There. were a 
_ great many people who wanted to travel only one direction so it meant that 
. 3444344 . 
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a great many flights operated at a 50 per cent load factor. You were flying 
aircraft across the Atlantic for the purpose of flying a pay load back. I would 
suspect that unbalance of traffic potential is curing itself as the war becomes 
more distant. It is certainly showing signs in that direction. he 

_. Mr. Mriuer: Is not that service run by a separate Crown company? 

Mr. McGrecor: No, but it is a separate entity as far as organization is 
concerned. It uses the same aircraft, the same stations, and the same main- 
tenance organization. : 

Mr. Minuer: Going back to the statement which was made a few moments 
ago, you say that three years ago you abandoned the plans for the building in 
Winnipeg. Did you pretty well have it in your mind then to come to Montreal? 

_ Mr. McGrecor: I was not a member of T.C.A. at the time. 
_ Mr. Miter: I am speaking of it as a continuing plan? 

Mr. McGrecor: I would think the decision to move T.C.A. to Montreal was 
taken fully a year after that date. : | . 

Mr. Mitier: Two years ago was the first time you made plans to rent 
space in that building in Montreal, and you just rented one floor? You just 
made arrangements to rent one floor? 
Mr. McGrecor: No, two floors. 

Mr. Miuipr: Are you sure? 

Mr. McGrecor: I believe so. 

Mr. Miuter: I thought it was just one? 

Mr. McGrecor: I think that two floors have always been under considération. 
Mr. Miuurr: The evidence you gave two years ago mentioned one floor, 
but you may or may not be right? . 

Mr. McGrecor: Was it not expressed as 30,000 square feet? 

Mr. Miter: I think you said last year that it was 30,000 feet. When I 
used the expression “you” a moment ago, you took me up strictly, but I 
understood that it was a decision of the board of directors. 

Mr. McGrecor: Yes. 

Mr. Miuier: Do you mind telling the committee when the board of directors 
passed the resolution transferring the headquarters from Winnipeg to Montreal? 

Mr. McGrecor: The resolution covering that took the form of the authority 
to lease the space, which, if I remember correctly, was by minute No. 1004, of 
the meeting in Montreal on November 25, 1948. The board of directors 
approved the lease of the third and fourth floors in the International Aviation 
Building in Montreal to accommodate the company officers. 

Mr. Viau: That is only six months ago? 

Mr. McGrecor: Yes, but that was the first time we knew when the space 
would be available. Two floor accommodation for T.C.A. in that building had 
been on the books since the inception of the building. 

Mr. Moors: If there is no intention to move the 1,450 employees of the 
maintenance staff, why is it proposed to move the director of maintenance and 
his five assistants? 

Mr. McGrecor: Because the director of maintenance is part of the head- 
quarters establishment of the company. He is the man who I ask why the 
maintenance costs for a Pratt and W hitney engine in the month of February 
rose by $1 per flying hour. | 

~ Mr. Jackman: He must get the information from Winnipeg. 

Mr. McGrecor: No, the information had already arrived. Itis a continually 
recorded piece of data. 


Pa 
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a Mr, GIBSON: He does not use a monkey wrench. 
Mr. McGrecor: No, he definitely does not. 
Mr, LockHart: Do you own any accommodation in Winnipeg at alll? 
Mr. McGrecor: Yes, we own two hangar buildings. 
i Mr. Locxuart: No, I am speaking of office accommodation where these 
} people are accommodated. 
"Mr. McGrecor: Yes, there is an office. 
4 Mr. LocKHART: What percentage of your accommodation do you own in 
» Winnipeg? | 
3 Mr. McGrecor: Of what we occupy? 
Mr. LockHart: Yes. 
Mr. McGrecor: In floor area I would estimate 20 per cent. 
Mr. LocxHart: When you go to Montreal it will all be rented? 
4 Mr. McGrecor: Yes, but we will retain 20 per cent of what we occupy 
in Winnipeg. } 
Mr. Locxmarr: I am trying to arrive at what you are surrendering in 
Winnipeg as compared with what you are assuming in Montreal? 
Mr. McGrecor: We are only surrendering in Winnipeg part of our 
emporary wooden building rented accommodation, a little bit more than two- 
thirds of it. 
Mr. Miniter: How many feet? 
Mr. McGrecor: I would have to get you that figure. 
Mr. Minuer: In 1947, when Mr. Cooper was giving evidence before the — 
committee, he said that T. C. A. would take one floor in that new building. I am 
getting at the point that in 1947, late in the season, when the evidence was 
being given, the transfer could not have been agreed upon? 
i: Mr. McGrecor: Yes, it very definitely was, and I would point out saa 
since that time the total strength of T.C.A. has risen by 2,000. 
q Mr. Mitier: How many square feet are there on each floor which you 
will lease? 
a Mr. McGrucor: 15,000. 
The Cuatrman: Mr. Moore, you have a question? 
Mr. Moorn: I was going to ask if either of the engine companies which 
have been mentioned have offices or distributing plants in Winnipeg? 

Mr. McGrecor: No. 
| Mr. Viau: You stated a while ago, Mr. McGregor, that there were no 
directors transferred during the last six months but “that new appointments 
_had been made at headquarters in Montreal. | 
- Mr. McGrecor: Yes. 
» Mr, Viau: How many directors will remain in Winnipeg? 
a Mr. McGrecor: After this move? 

Mr. Viau: After this move. 

Mr. McGrecor: I cannot think of any. 
q _Viau: How about the directors of engineering and training? 
- Mr. McGrecor: Training will remain in Winnipeg. | 
Mr. Viau: What about the engineering director? 
Mr. McGrecor: He will move. 
Mr. Viau: To Montreal? 
Mr. McGrecor: Yes. 
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Mr. Viau: How will he follow the work of the engineering personnel in 


Winnipeg? 


" 
ra 
wt 


Mr. McGrecor: Very simply. The engineering in T.C.A. is done by — 
projects. There are six subdivisions of the engineering department which have 
subdivision heads and a project is put out to a group. For instance it may be — 
a design problem or a maintenance problem—ain the case of maintenance it may — 


be an engineering, a repair problem, or a question of safety. From that point 


the problem will be worried out and the answer to the problem may come up — 


perhaps six months later. Sometimes it may be two years until an answer 
is given. ; 
Mr. Viau: What about the director of maintenance? 


Mr. McGrecor: I said that he would move to Montreal and he would be > 
the man that I would ask why the maintenance cost per hour of a type of 
engine has gone up. He provides me with the answer. He is not the director 


or supervisor of the maintenance work. He is very definitely a desk man 
involved entirely, for comparison purposes, with data as produced by his 
department. | 

Mr. Miturr: Mr. McGregor, if you move all of those directors in control of 
repairs and that sort of thing to Montreal, will not the staffs have to go back and 
forth a lot? It is Just as far from Montreal to Winnipeg as it is from Winnipeg 
to Montreal? 


Mr. McGrecor: Quite. The answer to your question is that the amount of 


travel will be very much less, according to our calculation of what the require- 
ments are. As it is now engine removal and replacement takes place in Montreal 


as the aircraft come in off the Atlantic run, the Caribbean run, the Bermuda run, | 
or the trans-continental run. The runs are considered by T.C.A. to end at | 


Montreal and not Halifax. All flight numbers change at Montreal, and the 
type of aircraft changes at Montreal. Montreal is the connecting point for 


different flights and is not just a way point on the trans-continental service. 


Many of the problems which arise in connection with the people you mention are 
only directly supervisable at Montreal and there will be some travelling ‘in the 


reverse direction after the move. That has been taken into account in comput-— 


ing the net difference. I would suspect it would be only a fraction of that which 


goes on now and a great deal of travel will not be repeated, particularly such | 


travel as is done by the executive groups. 

Mr. Mruter: Who do you have to bring to Montreal now? 

Mr. McGrecor: Do you mean by name? 

Mr. Miturr: By office. 

Mr. McGrrcor: All of them. I would say our engineering director, Mr. 
Dyment has spent a great deal more than 50 per cent of his time in Montreal 
rather than Winnipeg in the last three months. The percentage is probably 70 
per cent in reference to our communications director, Mr. Stephens, and the 
percentage is about 30 per cent in my own case. The flight operations director 
has spent probably 50 per cent of his time in Montreal and, in fact, however 
unwelcome this move may be to certain elements in Winnipeg, the T.C.A. wives 
are enthusiastic about it. 


Mr. Murtcu: If you want to go into that aspect it is another thing. Had 


you persisted in what was the avowed intention of T.C.A. since its inception— 
to have an eventual headquarters consolidated in Winnipeg—would the degree 
of travelling by these auditors and other people, from Winnipeg to Montreal, 
have continued? : 


Mr. McGrecor: Not quite to the same extent. The degree of travelling 
required is aggravated by the separation which exists between the various mem- 


bers of the headquarters. It would not have been eliminated if the headquarters — 


had been consolidated. 
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- Mr. Moutcu: It may not have been eliminated but am I right in saying had 
you persisted with the original intention and consolidated at Winnipeg instead 
of Montreal, the travelling required would have been less? 
a Right Hon. Mr. Howe: I think that your history is a little incorrect. T.C.A._ 
started with a headquarters in Montreal. The president, Phil Johnson was 
_ there; the vice president in charge of operations was in Montreal and the move 
_ to Winnipeg was made during the war. ) 
Mr. Murcu: I am fully aware of that. I also remember Phil Johnson and 
_ I know as well his argument for the eventual headquarters of the airline being 
in the prairies because, among other reasons, it would be farther away from 
- Ottawa. 
My At the time I thought it was a sound argument. | 
Right Hon. Mr. Howe: The fact that it is far away from Ottawa is cer- 
_ tainly one reason why I would lke to keep it there. . 
Mr. Murcu: That would be one of the reasons. / 
Right Hon. Mr. Howe: I do not know how they could operate. 
Ml Mr. Mitter: Do you still believe Winnipeg is the hub of the continental 
' route? 
i‘ Right Hon. Mr. Howe: It is the centre of the route between Montreal and 
) Vancouver. However, you must remember that there are a great many lines 
~ east of Montreal other than the Atlantic. We operate a service right now into 
Newfoundland. 
Mr. Viau: The decision was taken two years ago by the Board of Directors? 
Right Hon. Mr. Howe: That is right. 3 
Mr. Viau: Was the government advised? 
Right Hon. Mr. Hown: No, we were not advised. Of course, I get copies 
- of the reports of the Board of Directors’ meetings. It is a matter of internal 
management. 
. Mr. Viau: But this decision was taken two years ago. 
Right Hon. Mr. Howr: By the management, yes. You take the way we 
are operating now, I do not think Winnipeg is just the most desirable point for. 
our overhaul service. We take planes off our Atlantic service and fly them to 
_ Winnipeg for overhaul and then fly them back again from Winnipeg. That is not 
- very economical, but we did that to maintain our operating headquarters in 
Winnipeg. 
| Mr. Murcu: I wonder if Mr. McGregor could give us the routes which use 
_ Montreal as a terminus? In that I understand there are 11,000 miles of trans- 
ocean routes. Could you name them? 
Mr. McGrecor: I could name them if it would be any help to the committee. 
_ Montreal is the terminus of what we regard as all the routes of the Maritime 
_ service; Sydney, Moncton, Halifax, Saint John, Gander, Torbay; it is the 
terminus of all the trans-ocean services. Perhaps reference to the map in the 
_ middle_of the report would be of help to you. It is about two pages along. 
Mr. Mutcu: That is an important point, that 11,000 miles— 
Mr. McGrecor: I haven’t finished yet, if you will allow me. 
Mr. Murtcu: All right. 
a Mr. McGrecor: It is the terminus of the trans-Atlantic operation operating 
- through Goose Bay and Gander and Sydney to Prestwick and London. It 1s the 
_ terminus of half the Bermuda service—really all of it, but some of it is routed 
_ through Toronto— and it is the terminus of all the Caribbean services; Nassau 
and Kingston, Jamaica, and to Port of Spain, Trinidad. It is the terminus of one 
of the services to Chicago and it is the terminus of all the transcontinental 
services west and the terminus of the Inter-City services—Ottawa and Toronto. 
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Mr. Murcu: This has reference just to T.C.A.? 

Mr. McGrecor: That is correct. Aa - 

Mr. Mutcu: What would be the percentage of Winnipeg routes? 

Mr. McGrecor: Well, the T.C.A. have a service out of Winnipeg to Saska- 
toon, and there is what we call the milk run service over the prairies to 
Lethbridge—and it is also the terminus of one DC three service we operate to 
over the lakehead to and from Toronto. 

Mr. Mutrcy: Could they not be divided? Is there any offset? You state 
here on page 7 of your report, “Montreal is now the terminus of 11,000 of the 
company’s 16,000 miles of route pattern, or 70 per cent of the company’s route 
mileage.” The major part of that mileage is made up of your run to Prestwick, 
or your overseas routes? 

Mr. McGrecor: A good part of it. 

Mr. Murcu: Which flies how many trips a week? 

Mr. McGrecor: In the wintertime, this last winter, it’ has flown four 
scheduled line trips and about twenty charter fights; that is an aggregate of 
thirty-six flights per month. That frequency is going to be stepped up as from 
the Ist of May to two flights per day and from June 1 probably to two and 
one-half flights per day. 

Mr. Murcu: I cannot understand any reason why as a matter of policy 
we should decide to have trans-ocean flights, I cam even think of reasons why 
we should not have them. However, I am perfectly willing to go with you in 
vour forecasts. | 

Right Hon. Mr. Hows: But eventually these services might grow into some- 
thing big. 

Mr. Murcu: But I cannot help being reminded that in the past emphasis 
has been placed on the fact that these trips were experimental, a matter of 
prestige and as being of some importance in the matter of national defence. 

Right Hon. Mr. Hower: I never heard about the prestige of the line being 
involved. We operate those lines for the purpose of making money; and, of 
course, they help to carry the flag. 

Mr. Murcu: I am quite ready to help you carry the flag, but what I am 
, trying to get at is this: what is the economy, what is the value of. the 
organization, and what is the major operation? I submit that the services 
operated within Canada are the major operation of the T.C.A., much more so 
than anything else, and I cannot see the reason why this extra mileage is 
brought in. We talk about an economy of $22,000 being effected. Of course, 
there have been some general suggestions that there were some other economies 
in excess of that'or in addition to that, and some reference was made to them 
in the annual report. I am not objecting to that; but I do not think a saving 
of $22,000 by this move from Winnipeg to Montreal plus all the other savings 
hinted at, would of themselves be sufficient to justify the move. That is the 
principal argument which has been produced and I think it has been pretty 
well met. I have yet to hear any cogent reason why an air line cannot. operate 
from headquarters at any point along its route with equal efficiency as compared 


to a headquarters establishment at one end of that route. I do not think much of | 


the idea of the argument you have presented. Do you know of any good reason 
why you cannot operate an air line as you could a railway from any convenient | 
location along the line; why one location is not just as good as another? 

Mr. McGregor: Yes, I think I can. However, may I suggest that in my 
opinion that is one of the matters which might more properly be taken up by 
the committee when it is considering our report. Now, with reference to this 
question of whether any air line can more easily be operated from one point 
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than another, I would very much like to talk to that. What you say about the 
figures in this brief is absolutely correct. I only attempted to evaluate in the 
brief the things that were subject to accurate estimating; or, better still, as 
in the case of most of them, actual firm figures. The conerete savings to ‘the 
uP GAA. is not the $22,000 to which you referred, nor is it the figure indicated 
in that report, and it has not been evaluated for the reason that it would be 
virtually impossible.to do so; and to quote figures or estimated figures in 
relation to these economies would be to risk being accused of, if I may use 
the term, simply crystal gazing. I can perhaps answer your question in this 
way as well as any, by stating a case which came up within the last few days. 

The headquarters of the air line is primarily responsible for its safe operation. 
_ To do so we issue edicts from time to time stating exactly what pay load can be 
' carried on definite types of flight. That is not a matter, not a question in which 
; the judgment of the captain is the deciding factor. It is a matter of firm 
_ company policy to be considered in the light of all the known factors involved. 


_ For two months we found ourselves to have been operating with a 200-pound 
_ pay load on the Atlantic less than we might have carried because we did not 
_ know that at Dorval Airport the old type of bunk mattress had been replaced 
s by one weighing 50 pounds less. That is the type of thing which goes on 
- continously. I cite that one case as an example of the type of thing which comes 
* up to be dealt with. When you have major operations beginning and ending 
- 1,200 miles away from the people who are responsible for issuing instructions it 
complicates the operation. 

Mr. Maypanx: What did you say the change was? 

Mr. McGrecor: In the mattresses used in the crew bunks. 

Mr. Mriuter: If the company had not ever started its trans-oceanic lines 
would you have preferred to leave your headquarters in Winnipeg or to what 

extent would that affect the whole situation. 

Mr. McGrecor: To a very considerable extent. Overocean flying is a very 
much more delicate operation than flying over a route where you can set your 
aircraft down every 300 miles or so on a good runway should you need to. 

Mr. Miter: What can you do about it in Montreal? 

Mr. McGrecor: We cannot do anything about it but we can be very sure 
that we know what the problems are which are being faced by those planes. 

Mr. Mruter: Am I safe in presuming then that it might be your opinion 
that if the trans-ocean flights were not a consideration that perhaps there would 

be no necessity of changing headquarters? 

Mr. McGrecor: I would say that the weight in favour of it as be less 
than it is. I have not studied the condition of trying to eliminate from my mind 
the trans-oceanic services because they are not subject to elimination. I would 
say the weight of argument would be lessened. 

Mr. Mayspanx: Why. not divide the two operations, have two different 
organizations? 

Right Hon. Mr. Hows: Can you tell me where we can get a second trained 
organization? 

Mr. Maypanx: I do not know. Would that be a compelling reason 
against it? 
4g Mr. McGregor: No. It would cost us about half as much again. That 
- would be the compelling reason against it. 
. Mr. Maypanx: Are you using the same equipment? 
Mr. McGrecor: Using the same equipment, using the same engines, the 
game overhaul bases; we have the interchangeability of ‘equipment and’ we are 
using the same senior officers. 
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Mr. Maypanx: You do not think separation would be feasible, that it 
would not be advisable to have two corporate entities? 

Mr. McGreecor: I do not think so. 

Mr. Maypanx: And that is why you are not operating them now as two 
separate corporate entities? Shes, 


Mr. McGrecor: Yes, and also the terms under which the two companies — 


exist by agreement with the government are a little different. 


Mr. MiuuEr: So far as the president of Trans-Canada Air Lines and all 


the other men whom you now propose to move back here to Montreal are 
concerned, if they and a few other key men, were moved to Winnipeg, the 
only handicap you would be labouring under would be that of consulting with 
the wise men with experience of the C.N.R.? ! 

Mr. McGrecor: No, they are not the only ones. There is this other point 
about which we have been talking, that of having your headquarters 1,200 
miles away from the centre of your operations. 

Mr. Murcu: Coming back to this question of personnel, what percentage 
of the expenses of your headquarters personnel located in Winnipeg were taken 
up by flights west to Vancouver and intermediate points; was it a considerable 
proportion? 

Mr. McGrecor: Yes, I would say so. There is a certain amount of super- 
visory travelling done, but only the smallest fraction of the total. You might 
also take an example in my own case. As I told you, I have been in Vancouver 
I think twice in the last eighteen months. You see, we do not charge trans- 
portation as an expense. Our heaviest expense would be hotels, and the like. 

Mr. Mutcu: You used mileage before and I was only taking that as a 
basis of comparison. 

Mr. Maysanx: And I think you also pointed out in your memo the resultant 
loss of productive time came into the cost of personnel? 

Mr. McGrecor: That is correct. 


Mr. Maypanx: What Mr. Mutch says would be correct. You may not 
pay your fare but you do take more time? 

Mr. McGrecor: That is quite correct, Mr. Maybank; except that it applies 
to ei trips in eighteen months as against an average of about two trips a 
month. : 


Right Hon. Mr. Hown: This air line takes in $30,000,000 a year; and it 


pays out $32,000,000. Yet here we are talking about an item of $20,000. 


Mr. Mutcu:, We may be talking about $20,000. At least, I was doing so, 
a few minutes ago; I was talking about $23,000 in the economy of a $30,000,000 
company with the government behind it in the case of a deficit. But I feel 
it is relatively much more important both in the provincial picture and the 
national picture than any emphasis which has been given in the discussion so 
far, A moment ago the minister spoke jocularly about Winnipeg complaining. 
I would point out that, primarily, Winnipeg is not complaining. The represent- 
ations which you have heard here today, despite what I know to be a conception 
on the part of some of you, are not a Winnipeg matter. Rather, they are a 
Manitoba matter; and in the minds of us who come from there we think 
it is a matter which has national significance. We have refrained from dealing 
more or less with what Mr. McGregor has said in his brief and his comments 
on Manitoba people. But there was another aspect treated somewhat lightly 
today; that is the national aspect of this matter. \ 

We cannot afford to continue a trend which is all too pronounced in industry 
and otherwise to further concentration in the central provinces of Canada, 
unless there be some overwhelming economic reason which can be shown for 
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it. I am not making a political speech when I say—and I am speaking wholly 
in the national interest—that I see nothing in Mr. McGregor’s brief today 
which has even attempted to review the importance of that consideration in a 
question like this. I do not myself believe in, and I would not normally be a 
party to, the suggestion of putting pressure on a government to have it put 
pressure in turn on a Crown corporation to do something which is of peculiarly 
local interest. The people who have been charged with fomenting this particular 
complaint, if you care to call it that, have been charged quite improperly, 
because they have merely given voice to popular opinion. However, if it were 
true, they are the very people who, time after time, have spoken to you and 
to the government about the interference with management in the carrying 
out of these enterprises. That is the only way government enterprises may 
sueceed. I personally subscribe to that belief. Therefore, if it were merely 
a matter of local grievance I would not be here at all. But this matter trans- 
cends local grievance because it has in it something of the nature of national 
implications, which have repercussions in all the provinces. Whether you 
break in London or Toronto or elsewhere, those reprecussions will be felt right 
through to the Pacific ocean as a further manifestation of government which 
the people of western Canada do not like. 

For that reason, I do not think it is a matter of local grievance but rather 
a matter of first interest in the unity and well being of this country; and I 
think that something should be said about it, rather than just to cast it aside 
and refute it as an argument in a brief. 

Right Hon. Mr. Howe: The problem of this air line is to increase its revenue 
by at least $2,000,000. I won’t operate an air line very long which is in red 
ink. I put that problem up to the board of directors and the board of directors 
said the way to do it was to get the executive staff concentrated in Montreal. 
Incidentally, the directors of T.C.A. are also directors of Canadian National 
Railways in Montreal. 

Mr. Minter: Would you eliminate your ocean flights? Would you get 
rid of your ocean flights? 

Right Hon. Mr. Howe: We started those ocean flights in 1942. We believe 
them to be a very very important service to Canada. This committee has never 
expressed an opinion otherwise. But, if this committee wants to move that 
we eliminate the ocean flights, we will take it into consideration. The domestic 
flights are just as much in the red as the ocean flights. 

Mr. Mayspanx: Is the loss equal on the domestic operation, or proportion 
of the domestic operation? ; 

Mr. McGrecor: Very nearly equal. I would like to add to the Right 
Honourable Mr. Howe’s reply to Mr. Mutch. Mr. Mutch referred to the con- 
centration in the east. We are not contemplating concentration in the east. 
I would be astounded if, in 18 months time, there were not more employees in 
Winnipeg than there are today, after this move. 

Mr. Maypanx: Every person, I think, hopes for a steady growth. Every 
person hopes that you may be quite right about the increase, but 1 may say 
I feel quite sure that the skepticism which has been existing in that neighbour- 
hood will not immediately be dispelled as a result of what we have heard 
today. I think there is great skepticism. The mere fact that this has been 
kept quiet—and it has been kept pretty quiet since 1947— 

Right Hon. Mr. Howe: You have not been reading the papers. 

Mr. Maypanxk: Just a moment, it was actually quite recently that this 
came out. | ) 

Right Hon. Mr. Howe: It is an amazing thing to me— 


Mr. Mayspank: Just a moment, until I conclude my sentence. 


eerie 


' 
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Right Hon. Mr. Howe: Yes. | ct 
Mr. Maypanx: As a matter of fact there was a time last fall when there 
was a good deal of endeavour put forward on the part of many people to obtain 
more information. One of your officers came to Winnipeg and gave some inter- 
views, only after there was a great deal of questioning in the press. 

_Mr. McGrecor: If Iam not interrupting, I feel sure that your information 
is not correct. The first announcement of this intention was made a year ago 
at a Chamber of Commerce luncheon in Winnipeg when I said I understood 
that there was a great deal of curiosity on the part of the Winnipeg Chamber 
of Commerce as to T.C.A.’s plans. I enunciated those plans in the same: way 
as I have here. A Chamber of Commerce delegation waited on me in November 
of last year and I repeated then what I have repeated here. 

Mr. Maysank: Did you give the same figures? 

, Mr. McGrecor: I gave the same figures within 9. I told that delegation 
the number of transfers was to be 150 but I was strongly misquoted in press 
reports. There has certainly been no iron curtain established as far as this 
move is concerned, and, certainly that was not the desire of the company. 
Mr. Murcu: I think it would be fair to say that there has been consider- 
able speculation. 

_ Mr. McGrecor: That is correct. The press has never asked me for a 
statement of the reasons for the move, nor has the Chamber of Commerce. » | 
Mr. Maypanx: Was there no person sent to Winnipeg to give information? 


Mr. McGrecor: No. 
Mr. Mitter: If you get the 15 per cent increase that has been promised 
will you show a surplus with respect to your western flights? 
Mr. McGrecor: I beg your pardon? 
Mr. Miuuer: If you get the 15 per cent increase, which you will get, will 
that take you out of the red in so far as the western flights are concerned? 

Mr. McGrecor: We hope that the increase will take us out of the red on 


our whole domestic operation. f 
Mr, Miter: That is what I meant, as distinguished from your ocean 
flights. 


Mr. McGrecor: There will be a few other economies required. © 


Mr. Mituer: Do you agree with the statement that the 15 per cent increase 
would more than wipe out your operating deficit—for instance your deficit for 
1948? That statement was made in the western brief at page 11? 


Mr. McGrecor: I think it probably would. 


Mr, Miuier: At the risk of being theoretical can I put one more question 
to you? Right now, if you eliminate ocean operations and move the president 
and all those other fellows back to Winnipeg, your only handicap would be— 
as far as operating from Winnipeg is concerned—your required interviews with 
the C.N.R. officials? | 

Mr. McGrecor: Not quite. It is probably more true of airlines than 
most organizations that by eliminating services you do not economize on the 
total expense of the service. If T.C.A. was not flying the ocean service it would 
have eleven aircraft doing nothing. Those aircraft represent $750,000 each . 
on which we would continue to pay interest, and also depreciation at the frightful 
rate of one-seventh of the value per year. You would be faced with either 
letting out trained crews in each of which the company has invested about $20,000 
or keeping them working about one-quarter of the time. The elimination of 
the trans-ocean service would save only the cost of gas and oil, and a few 
other things. 


RAILWAYS AND me ee 259 


ve Miter: If you did not have Hint service on your hands it would be 
quite practical to move back to Winnipeg. The only obstacle or hindrance or 
difficulty would be the necessity of having consultations with the C.N.R. men 
in Montreal. 

Mr. McGrecor: That would be one difficulty of several. Montreal would 


continue to remain the terminus for a lot of services. 


Mr. Miter: I beg your pardon? 
Mr. McGrecor: Montreal would continue to remain the terminus for a lot 


of services—the point where engine changes would be made. On a through 


service you do not take an aircraft out of service on a flight from Montreal 
to Vancouver just because you happened to have bumped into a repair terminal. 
Cargo cannot be taken out of one aircraft, and people do not want to be taken 
out of one aircraft, in the middle of a flight and loaded into another.. Aircraft 
come on and off service at the termini, and for that reason the most unsatis- 
factory service is not to carry on your engine replacements at the terminus. 
Even if Montreal ceases to be the terminus of the trans-ocean services it will 
continue to be the terminus for the trans-continental service. 


Mr. Mitier: T.C.A. could still be run from Winnipeg, even if Montreal - 


& was the terminus? ; 


Mr. McGrecor: It could be, yes. 

Mr. Emmerson: Mr. Chairman, J would like to ask a question. As I see 
it this transfer means a reduction of about 10 per cent in the Winnipeg staff? 

Mr. McGrecor: That is correct. 

Mr. Emmerson: And is this a particularly large percentage of transfer? 
Have there been other transfers? 

Mr. McGrecor: Yes. I think this is the largest individual transfer other 
than flight operation people who have been moved by large groups. At one time 
we had all of our Trans-Atlantic pilots, while they were being trained for the 
operation, in Winnipeg and we moved them to Montreal; but this is the largest 
individual move in one package that I know of. 

Mr. Emmerson: The largest number? 

Mr. McGrecor: Yes. 


Mr. Emmerson: I remember two or three years ago there was a large 


4 movement from Moncton to Montreal; percentagewise would it be as large 
a movement? 


Mr. McGrecor: No doubt it was, in relation to the number of people 


- involved at Moncton. 


Mr. Emmerson: And that was done at Moncton to improve the efficiency 


-. of the service? 


tA 
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Mr. McGrecor: That is right. 

Mr. Mutcn: Are we to understand that the percentage of personnel involved 
was proportionately the same? Here I understand it is 150 out of 1,600. 

The CHAIRMAN: Gentlemen, it is 6 o’clock. 

Mr. Maypanx: Before we adjourn, Mr. Chairman, I want to say that 


‘I think it would have been wiser not to have distributed this statement. As far 
-as I am concerned you can have it back. I do not want any confidential informa- 
tion published here. 


The CuairmMan: I think tomorrow we will use a smaller room where 
everybody can hear what is being said. We cannot sit tonight. If it is O.K. 


4 we will meet tomorrow afternoon at 4 o’clock in a smaller room. 


The committee adjourned to meet again tomorrow, April 6, 1949, at 


40 ‘clock Be m. 
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MINUTES OF PROCEEDINGS 


Room 430, House of Commons, 
Wednesday, April 6, 1949. 


~The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 4.00 o’clock pm. Mr. 8. M. 
Clark, Chairman, presided. 


__. Members present: Messrs. Clark, Emmerson, Fulton, Hazen, Hlynka, Jack- 
man, Maybank, McCulloch (Pictou), Miller, Moore, Mutch, Nicholson, Viau. 


In attendance: Right Hon. C. D. Howe, Minister of Trade and Commerce; 
Mr. G. R. McGregor, President, Trans-Canada Air Lines; Commander C. P. 
Edwards, Deputy Minister of Transport (Air); Air Vice Marshall A. T. Cowley, 


~ Director Air Services; Mr. 8. H. May, Assistant Controller, Trans-Canada Air 
- Lines, and Mr. F. M. ‘Stone, representing Geo. A. Touche & Company, Auditors. 


The Committee resumed the adjourned study of the subject of the removal 
of the operating headquarters and personnel of the Trans-Canada Air Lines from 
Winnipeg to Montreal. In this connection Messrs. Howe and pe were 


examined at length. 


Before concluding study of the above-named subject and expressing an 


- opinion thereon the Committee deemed advisable to consider the Annual Report 


of the Trans-Canada Air Lines for the calendar year 1948, after which the 
question of a recommendation would be considered. 


Mr. McGregor, President of Trans-Canada Air Lines was called, read the 
report and was questioned thereon. 


At 6.00 o’clock p.m., the Committee adjourned to meet again at 11.00 


o'clock am., Thursday, April 7, 1949. 


Room 497, House of Commons. 
Thursday, April 7, 1949. 


The Sessional Committee on Railways and Shipping owned, operated and 


- controlled by the Government met this day at 11 00 o’clock a.m. Mr. 8. M. Clark, 


Chairman, presided. 
Members present: Messrs. Clark, Emmerson, Fulton, Gibson Toon 


_ Alberni), Hlynka, Lockhart, Maybank, Miller, "Moore, Mutch, Nicholson, 


Pouliot, Viau. 
In attendance: Right Hon. C. D. Howe; the officials of the Department of 


- Transport (Air), and officers of Trans- Canada Air Lines as listed in attendance 
at the meeting of Wednesday, April 6th (see above). Also, Mr. P. W. Bennett, 
representing Geo. A. Touche & Company, Auditors. 


The Committee had before it for further ees the Annual Report 


_ of Trans-Canada Air Lines for the calendar year 1948. 
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On motion of Mr. Maybank: 

Resolved,—That the Committee consider what recoommendations, if any, 
it might wish to make to the House on the question of the removal of operating 
headquarters and personnel from Winnipeg to Montreal. | 

By order of the Committee, strangers were requested to withdraw and the 
Committee continued to sit, in camera. 

Mr. Maybank moved the following Resolution: 

Resolved,—In the opinion of this Committee the reasons for the removal 
of personnel from Winnipeg to Montreal are not convincing and the Committee 
is of opinion that nothing with respect thereto should be done for a period of one 
year, and that two members of the Committee be appointed to draft an appro- 
priate paragraph to be included in the report to the House to express the ideas 
embodied in this Resolution. | | 

Discussion followed and Mr. Nicholson moved in amendment to the pro- 
posed Resolution of Mr. Maybank that same be tabled and considered again 
at the next executive session of the Committee. 


The question having been put on the amendment of Mr. Nicholson, it was 
resolved in the negative. 


And the question having been put on the motion of Mr. Maybank, it was 
resolved in the negative. 


It was agreed that the Committee resume consideration of the Annual - 
Report of the Trans-Canada Air Lines (1948), and the auditors report on Trans- 
Canada Air Lines operations, 1948, in the afternoon. 


At 12.20 o’clock p.m., the Committee adjourned to meet again at 4.00 
o’clock p.m. 


ANTOINE CHASSE, 
Clerk of the Committee. 


AFTERNOON SITTING 


Room 497, Housr or CoMMONS, 
Tuourspay, April 7, 1949. 


The Committee resumed at 4 o’clock p.m., the Chairman, Mr. S. M. Clark, 
presiding. 


Members present: Messrs. Clark, Emmerson, Fulton, Hlynka, Lockhart, 
Maybank, Miller, Moore, Mutch, Nicholson, Viau. 


In attendance: Rt. Hon. C. D. Howe; and Messrs. McGregor, May, Edwards, 
Cowley and Bennett. 


The Committee resumed consideration of the Annual Report of Trans- 
Canada Air Lines for the year 1948. 


Examination of Mr. McGregor was continued. 
On motion of Mr. Nicholson, the Annual Report was adopted. 


The Committee proceeded to consideration of the Auditors’ Report on the 
accounts of Trans-Canada Air Lines for the year 1948. 


Mr. Bennett was called and questioned. 
On motion of Mr. Maybank, the Auditors’ Benes was adopted. 
The witnesses retired. 
At 5:45 o’clock p.m. the Committee adjourned to the call of the Chair. 


A. L. BURGESS, 
Acting Clerk of the Committee. 


MINUTES OF EVIDENCE 


Hovussk oF CoMMONS, 
April 6, 1949 


The Sessional Committee on Railways and Shipping met this day at 4 p.m. 
The Chairman, Mr. 8S. M. Clark, presided. 


_ The Cuairman: Gentlemen, we have a quorum. We were discussing and 
had a couple of sessions on the Winnipeg picture. Would you like to take 
up the report today? 


Mr. Miter: Mr. Chairman, I would like to finish up one question with 


Mr. McGregor. You said, Mr. McGregor, there was a resolution passed, sort of 
an indirect resolution referring only to the taking of space for the T.C.A. offices 


in Montreal. Would the substance of that resolution be on the record, showing 
who was present and the mover and seconder? 7 

Mr. McGrecor: I have the minute, which is numbered, and the date of the 
directors’ meeting at which it was passed. I have not got the mover and seconder. 
That is not recorded in the minute. 

Mr. Mitier: Who were present? 

Mr. McGrecor: The whole quorum of the T.C.A. board of directors. It is 
the T.C.A. directorate. 7 

Mr. Mutter: I would like to have the names of the ones present, the date 


of the resolution and what the resolution said. 


Mr. McGrecor: The resolution was covered by minute No. 1004 and was 
passed at a meeting of the Trans-Canada Air Lines board of directors held in 
Montreal on November 25, 1948, approving the lease of the third and fourth 
floors of the International Aviation building, Montreal, to accommodate company 
offices. I am certain I am correct in saying that the full board was present. 


Tt consists of Mr. Gagnon, Mr. Northey, Mr. Symington, Mr. Vaughan, Com- 


mander Edwards,. Mr. Herring, and myself. 

Mr. Miutuer: There was nothing directly approving of the transfer from 
Winnipeg to Montreal except the taking of this space. | 

Mr. McGrecor: Not that I know of. I have not been entirely through the 
minutes of all directors’ meetings for three years back in search of that particular 
information, but I do not know of any other specific board resolution that 
covers it. : 

The Cuarrman: Is it all right to now take up the report, gentlemen? 

Mr. Fuuron: I would like to ask Mr. McGregor one or two questions with 


_ respect to the brief which he filed yesterday. On page 4, in sub-paragraph (b), 


there are set forth some of the reasons why it was thought better to have the 
operational headquarters moved to Montreal. It says that one was that the 
offices of the Canadian National Railways officers, a proportion of whose time 
was devoted to the T.C.A., are in Montreal. Is it not the case that these officers’ 


functions are all purely administrative—their functions with relation to Trans- 


eee 4 
; 


Canada Air Lines are all administrative? 
Mr. McGrecor:. No, they are direct in every case of the four functions 


mentioned in part 1 of the brief: accountancy, finance and insurance, legal 
matters and medical matters. 
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Mr. Fuuton: That is what I had in mind when I said they were purely 
administrative. 3 


Mr. McGrecor: Oh, yes, but they function directly and administer these 


functions of the Trans-Canada Air Lines. It is not merely in an advisory 
capacity. . ? 

Mr. Fuiron: But it is in the administrative side of your organization, not 
the operations? 

Mr. McGrecor: That is correct. ‘ 

_ Mr. Futron: The second question: on the same page you have listed factors 
in favour of the move to Montreal. I ask you in all seriousness. whether you 
would not agree that you have omitted from your brief some quite important 
factors—additional factors, I would say—which might be urged in support of 
keeping T.C.A. at Winnipeg, or moving it to Winnipeg? 

Mr. McGrecor: I could not think of any I omitted. If you have any 
suggestions— 

Mr. Fuuron: Well, I put forward these for your comment. You might 
imagine that Winnipeg is closer to the centre of gravity of operations in their 
geographical aspect. 

Mr. McGrecor: Not correct. I do not think so. 


Mr. Futon: So far as T-C.A. is concerned. What I had in mind was the 
number of air miles flown on your different routes. Did you take that into 
consideration? The preponderance is heavily in favour of the geographical 
centre of Canada, as I understand it. : 


Mr. McGrecor: That is a function of the season. We fly twice a day. 


across Canada as a transcontinental service, and that would be considered to 
be a Montreal-Vancouver service. We fly, at the moment, four times a week 


across the Atlantic. At the end of the month we will be flying a daily service, i 


and by June 1, twice daily across the Atlantic, and in addition to that, we are 
flying charter services several times a month. 


Mr. Futton: But if you take the mileage figures, do you not find that the 
majority of miles are flown in Canada? | ; 


Mr. McGrecor: There is more mileage flown in Canada, but the geogra- 
phical centre of that is not in Winnipeg. : 


Mr. Futon: But closer to Winnipeg than to Montreal? 
Mr. McGrecor: No, I would think it is even east of Montreal. 


_ Mr, Maysank: Is not Mr. Fulton speaking of that which is flown over land, 


and you are speaking of that which is flown across the ocean between Vancouver 
-and the British Isles? 7 


Mr. McGrecor: I do not think so. I think, Mr. Maybank, that the subject 
under discussion is the total mileage flown by the two companies. 

Right Hon. Mr. Hown: If you will look at the map in the centre of the 
report it gives you a very good picture of the mileage. | 

Mr. Futon: It gives you a very good picture of the mileage of each route, 
but when you take into consideration the factor of the number of flights per 
route, I am suggesting that the actual mileage flown, the number of flight miles 
flown, is heavier in Canada, and that Winnipeg is nearer the centre of that 
picture than Montreal. : 

Mr. McGrecor: Well, taking the question of frequency of service into 
account, in my answer to you, pointing out that during the summer months the 
frequency is the same east and west of Montreal, considering only those major 
services, the transcontinental one on the one hand, and the transatlantic on the 
other, with the transatlantic being 1,000 miles longer than the transcontinental, 


0 See. 
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and the frequency the same, I would again contend that the centre of gravity, 
even including frequencies, and not only considering route mileage, is east of 
Montreal. 7 3 
_ Mr. Fuuron: Figures were given us in the submission; but I take it you just 
do not agree with those figures in the brief? 

Mr. McGrecor: The figures in my own brief? | 

Mr. Futon: No, in the brief submitted by the Manitoba delegation? 

Mr. McGrecor: No, I do not agree with many of the figures in that. 

Mr. Fuuron: Then another factor, and this is hypothetical: would it be 
that, presumably, Trans-Canada Air Lines will have some interest in transpacific 
operations, or are you closing yourself off from that forever? 


= Mr. McGrecor: Let us say, it was closed for us. We have no interest in 


the Pacific whatever. 

Mr. Fuuron: And you do not contemplate, no matter how great the 
development might be, having any interest in transpacific flights? | : 

Mr. McGrecor: If the development was unforeseeably great, we might ask 
for permission to fly the Pacific,-but there does not seem to be any indication 
of that happening in the lives of many of those of us present. | 

Mr. Fuuron: I find that very interesting because you were not willing to 
make a very definite statement that you would not make further moves from 
Winnipeg, moves of personnel, but you appear to be ready to go further than — 


that today and say you will not be interested: in transpacific operations. 


Mr. McGrecor: I was very willing to go to the greatest possible extent 


with reference to further moves from Winnipeg. I do not know whether the 


oy 


transcript of yesterday’s proceedings is available yet, but that will make that 
clear, and I had already done so on two other occasions. 
Mr. Fuiron: But in your brief you were careful to say—l think I had 


better use your exact words, as I do not like words to be put in your mouth. 


ie 


I will find it in your brief. 

Mr. Maypank: The second last paragraph. 

Mr. Futon: It was close to the end, I know. 

Mr. McGrecor: Page 9. 

Mr. Fuuron: Yes, the third last paragraph on page 9. I read: “Tt is naturally 
impossible to make accurate forecasts for many years in advance on a point such 
as this, but it can be and has already been definitely stated that neither the 


company directors nor the management can foresee any possibility of it ever 
proving economically sound to move from Winnipeg any of the Trans-Canada 


% 2 = 


Air Lines functions not covered by the move described herein.” 
As I say, you hedged that by saying it is impossible to make accurate: 
forecasts for many years in advance. 
Mr. McGrecor: I am thinking of ten to fifteen years in advance. _ 
Mr. Fuuron: I asked you to think that far in advance with regard to trans- 
pacific operations. Do you not wish to do so? 7 
Mr. McGrecor: I do not for two reasons. First, it is contrary to a declared 
government policy at the moment, and secondly, I think that two carriers can 
carry the traffic that will develop between Canada an the orient, and between 


Canada and Australia and New Zealand, for as long as any of us are likely 


to be alive. . 
‘Mr. Fuuron: I appreciate that Mr. McGregor is not vesponstble for 
- government policy, but I cannot accept your conclusions, Mr. McGregor, and 

I hope the time will come when Trans-Canada Air Lines will justifiably be 
interested again in transpacifice travel. 
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Mr. McGrecor: It is purely a matter of opinion, but there are two carriers 


across the Atlantic and I would not like to think that there will be a third 


carrying people between Canada and the United Kingdom. 
Mr. Fuutton: But you are increasing your service to a daily basis. 


Mr. McGrecor: Exactly, and the same thing could happen to the carriers on 


the Pacific. : 
Mr. Futron: However, it is speculation about the future. 


Then I must ask you this: do you not contemplate considerable extension 


of traffic to the northwest as a distinct possibility? 
Mr. McGrecor: That tearritory is not available to the Trans-Canada Air 


Lines. By the Canadian northwest you mean between Edmonton and Whitehorse? ‘ 


Mr. Furton: Yes. 


Mr. McGrecor: That route is already assigned to another carrier and . 


another American carrier. 
Mr. Fuuron: As a branch line? 
Mr. McGrecor: As & through service to the Orient. 


Mr. Futon: No, no, to the Canadian northwest. Not a through service — 


to the Orient, but from Edmonton there is a tremendous area of Canada which 
is developing towards the north and west. 


Right Hon. Mr. Howe: C.P.A. have the franchise. We do not grant two 
franchises. It is not a question of where T.C.A. runs, it is a question of where 


the government tells them to run. i 
Mr. Futon: C.P.A. is not permitted to run a trans-continental service. 


C.P.A 
Mr. Funron: You are doing it between Vancouver and Calgary. 
Mr, McGrecor: Not on a competitive basis. 
Right Hon. Mr. Howr: No. 
Mr. Fuuron: It might as well be said that the service I have in mind will 


not be on a competitive basis. However, if you look at the possibilities of the — 


northwest, those people, in future days, will desire a trans-Canadian service 
from where they live. It would not be a. point to point service but a trans- 
Canada service and I should think it likely that there will be a demand for 
T.C.A. service in that area. 


This is perhaps a matter of controversy but I think, in the same way that — 
government policy has undergone changes from time to time, the situation — 
I mention will possibly undergo a change in the direction I have indicated. | 


I would consider that another factor against moving to Montreal, because you 


are going to be that much farther removed from operations should the change | 


take place. 


Mr. McGrecor: On the basis of population and the amount of growth that | 
would have to take place, I would think the possibility of the extension of the | 


eastern route pattern much more likely and much more near in prospect. 


Mr. Futron: That is your answer and I must be satisfied, but I do not 
agree with it. 


I would ask you for some comments, unless you have already made them— 
~ and I do not wish you to repeat anything you said yesterday—on the figures — 
given on density of traffic origination. One finds a decided conflict between the _ 
brief submitted by the Manitoba delegation and the figures given in your brief. | 


Mr. McGrecor: Perhaps I can answer by saying that the figures given in 
my brief are taken from our 1948 traffic records and I do not. know the source 
of the Manitoba figures. 


Mr. Miuter: Do you take in the same area in the two briefs? 


Right Hon. Mr. Howe: T.C.A. is not permitted to operate parallel to 4 


Sera 
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~~ Mr. McGrecor: No, not quite. I described the divisions that my figures 


referred to, and the places. I do not think the Manitoba brief does that. I think 


one point of comparison might be drawn, which is at variance with fact, in that 


the Manitoba brief compares passenger loadings in the western region with the 
eastern region, entirely neglecting the central region which is the heaviest 
travelled region. 

Mr. Fuuron: What do you call the central region? 

Mr. McGrecor: The region that stretches from the lakehead to Ottawa. 

Mr. Fuuton: Do you think that is nearer Montreal than Winnipeg? 

Mr. McGrecor: No, I said the figures included in the Manitoba brief 
excluded traffic in that region. 

Mr. Mutcu: They split their figures in Toronto and you split them in 


-London—that: is the main difference. 


Mr. McGrecor: No, I think, Mr. Mutch, the Manitoba brief splits the 


figures at Montreal rather than Toronto. Toronto was not included. 


Mr. Fuuton: In that regard, the figures, Toronto west and Toronto east, 
are shown on page 8. The figure for revenue excluding mail for Toronto west 
is approximately $5,750,000, and the figure for Toronto east is $2,400,000. 

Mr. McGrecor: I think the crux of the situation is in the word “approx- 
imately.” The figures in my brief are drawn from the actual results for 1948 
operation. 

Mr. Mutcu: You make the divisional point London rather than Toronto; 
you include all that southern Ontario haul which is west of Toronto. 

Mr. McGrecor: Toronto is the only place involved. 


Mr. Fuuron: The Manitoba brief at page 8 says: “We are also informed 
that the average passenger boarding for 1948 for the western region, which 
embraces all stations for Winnipeg and west, was 660°8 passengers per day, 


and for the eastern region, which includes Montreal and east, was 307-4 


passengers per day.” 
I think that is probably what you base your statement upon. 
Mr. McGrecor: That is the point I mentioned. | 


Mr. Fuuron: Then we come to the central region. How do you define the 
central region? 


Mr. McGrecor: From the lakehead to Ottawa inclusive. 

Mr. Fuuron: From the lakehead to Ottawa inclusive, and that, you say, is 
the area of heaviest loading. I think if you will look at the map you will agree 
with me that it is divided? 

Mr. McGrecor: About 80 per cent of the loadings in that area are in Toronto. 

Mr. Futron: About 80 per cent are in Toronto, so it really depends on which 
area you put Toronto in? 

Mr. McGrecor: To quite an extent. : 

Mr. Futron: If you split Toronto equally then I think you would find the 
great preponderous would weigh in the area west of Toronto? 

Mr. McGrecor: If you split it equally? 

Mr. Fuutron: Yes, if you credit half of Toronto’s traffic to Winnipeg and 
half to Montreal? 

Mr. McGrecor: I would not think so. In any case Toronto is 330 miles from 
Montreal and 900 miles from Winnipeg. | 

Mr. Fuuron: I am not just using that argument, but it is being said on the 
one hand that Winnipeg is the centre of gravity. Do you object to including that 


—_ central area in Winnipeg’s favour. [I am certainly inclined to oppose its inclusion 


in Montreal’s favour. 
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Right Hon. Mr. Howe: If Winnipeg were the centre of gravity you would — 
expect the ticket sales west of Winnipeg to be the same as the ticket sales east of 
Winnipeg. Would that be fair? : : | 

Mr. Fuuron: Not necessarily. — | 

Right Hon. Mr. Howe: What constitutes the centre of gravity? 

Mr. Mutcu: Perhaps income. 

Mr. Fuuron: Yes income, and mail revenue. 

Right Hon. Mr. Hows: Would you like us to get that figure for you? I think 
we can get it in a hurry, and I think you will find it is about 20 per cent for the 
west and 80 per cent for the east. — & 

Mr. Murcu: The average ticket sale at Winnipeg would be substantially 
greater. 

Right Hon. Mr. Howe: Yes, but in that case we figure in dollars. Would 
you get that figure for us? 

Mr. McGrecor: Yes, but it would be very strongly in the company’s favour 
because it has two regions against one, the central and the eastern regions, to 
say nothing of the Atlantic. : 

Right Hon. Mr. Howr: Would you say that a fair guess would be 80 per cent _ 
east and 20 per cent west? a 

Mr. McGrecor: Perhaps 75 per cent to 25 per cent is a fair guess. The 
London point that I took is a point of good division because there is very little z 
in the way of traffic generation to the west, as far as Winnipeg, with the exception — 
of the lakehead. Sault Ste. Marie, London itself, and Windsor, are not very 
heavy traffic generating points. I can get the figure asked for easily but I ean 
assure you that it will be in the order, I think, of 75 per cent to 25 per cent. 

Mr. Mutcu: On page 7, paragraph 3 of your brief you say: “The three 
closely grouped cities of Toronto, Ottawa, and Montreal, now emplane 311 per cent 
of the company’s total passenger traffic and among them collect 40 per cent of | 
the company’s total transportation revenue”. That figure leaves 69 per cent of 
the revenue for the maritimes and the west? : 

Mr. McGrecor: And the remainder of the central region. 

Mr. Mutcu: What is the remainder of the central region? - - 

Mr. McGrecor: New York, Chicago, Cleveland, Windsor, Kapuskasing— 

Mr. Murcu: All right, all right. 

‘Mr. Futon: I notice on the same page in paragraph 4 you say that 52 per 
cent of the company’s total passengers and 60 per cent of the company’s total 
revenue are secured on company lines east of London, Ontario. 

Even taking your division the figure is only 2 per cent more than half. 

Mr. McGrecor: Of the passengers? he 

Mr. Fuuron: Yes, and I am concentrating on passengers at the moment. 
Surely your overseas operation—that is the Montreal to London operation—is 
not a very heavy passenger originator? Ca Ee 

Mr. McGrecor: About 100 passengers a day at the height of the season and 
32,821 in 1948. wet 

Right Hon. Mr. Hows: That represents $10,000,000 or one-third of the 
revenue of the system. intl 

Mr. Futton: It also lost more heavily than did the domestic run. 

Right Hon. Mr. Hows: About the same. 

Mr. Murcu: Does that figure include charter flights? 


Right Hon. Mr. Hower: The fact it loses is all the more reason why it needs. 
more attention. - | 
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Mr. Mayank: Could you give more attention to it by having the head office 
in Montreal? ee! 
Right Hon. Mr. Hows: Yes, sir. : 
z Mr, Futon: I am not so sure that the fact it loses money indicates that the 
- headquarters should be moved to Montreal. ‘The overseas operation is not really 
~ an economic operation and therefore we should not prejudice the domestic service. 
; Right Hon. Mr. Howe: If it is not economic, we should either get rid of it, 
" or give more attention to it and make it economic—one or the other. 
. Mr. Futron: I quite agree with you in the latter respect but you should 
~ not prejudice runs elsewhere. 5 
- Right Hon. Mr. Howse: Have you a map of the system in front of you? 
Mr. Fuuron: Yes. aes 
Right Hon. Mr. Howe: Do you see where Winnipeg is? 

= Mr, Fuuron: Yes. 
-_-Right Hon. Mr. Howe: Do you think that is the centre? 

Mr. Furron: Not as you have the lines drawn. You have the overseas 
services drawn on the map. 3 
Right Hon. Mr. Howe: We have to operate the overseas services. 
Mr. Fuuton: You have either to operate them or to give them up. 
Right Hon. Mr. Howe: Do you move that we give them up? 
Mr. Futon: I am not moving for giving them up. I am trying to carry 
on a discussion, and I am wondering whether it is wise to move your head- 
quarters to Montreal because of your argument that you can give more attention 
to what is a losing proposition. I wonder if it wise to prejudice what is a 
successful operation by T.C.A. and the operation for which T.C.A. was set up, 
- namely to give Canadians a trans-Canada servicee-not a trans-oceanic service 
or a service to Bermuda for a few Canadians who can afford that luxury. 
___ Right Hon. Mr. Howr: There are certain other factors that come into the 
Bermuda run. There are surplus planes when the Bermuda traffic is good. 
- There is nothing unusual in the operation and besides we are trying to do 
- additional Canadian business down there. : 

Mr. Minter: You stated as fairly as you could, Mr. McGregor, that there 

‘was no intention to move any additional staff from Winnipeg? 

Mr. McGrecor: Right. ‘ 
a Mr. Miuier: I think it is fair to ask you what assurance you can give us 
_ that the decision will be binding upon any future board of directors of the 
- company or upon any future government? 3 
| Right Hon. Mr. Hows: The answer is that it can be done in just about the 
same way as we can bind the next parliament. 

e Mr. Miter: Exactly. Would not that be your answer as well, Mr. 
> McGregor? 

Mr. McGrecor: Very much. That is the reason why I stated it is impos- 
sibe to forecast far into the future, but I do not look for any great change in the 
_ identity of the board of Trans-Canada Air Lines, on the basis of age and virility, 
and I certainly do not look for any basic change of thinking while the identity 
remains the same. 

4 Mr. Miuuer: Are you suggesting that there should be a change on the part 
of the government? : 
| Mr. McGrecor: Oh no, I did not say that. 


ae Mr. Maypanx: One thing you have not indicated at any stage is this: you 
_ have not indicated that there will not be a gradual withdrawing of people from 
4 Winnipeg. You see, you have your head offices grouped together in Montreal 
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and there is the almost inevitable tendency it seems to me to draw more people 
in to that centralized headquarters unit. I think that is almost certain to take 


9 


| 
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place and you certainly have not suggested anything definitely to the contrary — 


although I do not think you were specifically asked that question. 


Mr. McGrecor: Mr. Maybank, I do not know how I could state that any ; 
more definitely unless I attempted to masquerade as a seer looking into the 


future. 
Mr. Maysank: That seems to suggest that. 
Mr. McGregor: No, I do not think it does. It does not say so. 


Mr. Mayzsanx: No, it does not say so, but that point was definitely in your 


mind, that there would not be such a movement? ; 
Mr. McGrecor: That is quite correct. 


Mr. MAysanx: How are we to understand that there really will not be a_ 


eradual filching away of personnel to the more convenient centralized head- 


quarters unit? Can you give us any more assurance on that point than you did 


yesterday? 


Mr. McGrecor: I could not go further than I did yesterday when I said 
that I would be astounded if the number of T.C.A. employees at Winnipeg did — 


not grow instead of recede. 


Mr, Maypanx: Oh, yes, I realize that, but that did not mean that they 
would grow as a result of being switched to Winnipeg. What you probably had — 


in mind was the probable result of the natural growth of the System. 
Mr. McGrecor: No, not entirely. 3 


Mr. Maypanx: At any rate would there not be a gradual withdrawal of 


those whom you now have working in Winnipeg? 
Mr. McGrecor: No. 


Mr. Maypank: Some way ‘or other you thought there would be a growth © 
in the number of employees in your organization at Winnipeg and that it would — 
not cut down any further the number employed there because of the fact of — 


what is being done today? 
Mr. McGrecor: That is correct. 


Mr. Maypanxk: Now, I will express again what I said before, I fear a 
gradual and steady filehing away from Winnipeg. After all, the head offices are— 


down in Montreal and I do not know how you can assure us that that will not 


take place because of the reason that that is always what develops whenever 
there is a desire to have services taken away and brought closer together at — 


one central point. If you ean give such assurance why don’t you? 


Mr. McGrecor: I know that fear exists, regrettably, and I am very sorry — 
it does; but I say firmly and sincerely that that fear has no justification and | 


I do not know how I can make that any more Clear that I have done. 


Mr. MaysBank: Well, there might be such a thing as pledging yourself — 


that it would not take place. 


Mr. McGrecor: I can neither pledge the government nor the board of 
direetors of the T.C.A. as has been suggested; but I can say that the type of 
thing you envisage is a little bit like the sergeants infiltrating into the officers’ | 


messes, and I can see no reason for that. 


Mr. Hazen: Do you think as president of the T.C.A. that no provincial — 
delegation is justified in appearing before this committee to present its views — 
if such a delegation feels that it 1s in the best interests of all concerned and of — 


the T.C.A. to have those views presented before a committee such as this? 


Mr. McGregor: I feel that your question is a little bit academic as far 
as I am concerned. 
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4 Mr. Hazen: I do not know that it is. I am asking you, in view of the 
~ document which was handed out in the committee yesterday and signed by you,— 
Mr. McGrecor: Which does not express that opinion. 
Right Hon. Mr. Howe: I think until it appears properly before the com- 
mittee it is not a matter for Mr. McGregor’s comment. 
Mr. Hazen: It is signed by Mr. McGregor. 
Right Hon. Mr. Hows: Do you disagree with the fact that we appoint 
4 board of directors to run the T.C.A.? 
Mr. Hazen: I am not here to be asked questions by you, T am asking 
_ the questions. 
Right Hon. Mr. Howe: That is your privilege. 
Mr. Hazen: I am asking Mr. McGregor a question and I think I am 
entitled to have an answer. 
Right Hon. Mr. Howe: The answer you are asking for is something relating 
to this committee. Mr. McGregor is not running this committee. He has 
nothing to do about it. You had better ask the chairman that question. | 
: Mr. Hazen: My question was this: I asked if he as president of the T.C.A., 
: in the light of this document which was handed to us, takes the view as president 
© of the T.C.A. that no provincial delegation 1s justified in appearing before 
this committee and presenting its views if that delegation believes the interests 
_ of its province are being jeopardized, and that action should not be taken by it 
| to have its views brought to attention for consideration? _ 
s Right Hon. Mr. Howe: I do not think he should answer the question. 
| Mr. Hazen: Well, I will ask him another question if he refuses to answer 
_ that one: do you regard this brief which | hold here and which has been 
submitted to this committee by a delegation from the Province of Manitoba 
as mere agitation signed or presented by a small group of individuals? I might 
_ say that this brief was submitted on behalf of the Province of Manitoba, the 
city of Winnipeg and nineteen other organizations— 
Right Hon. Mr. Howe: Mr. McGregor obviously believes— 
Mr. Hazen: —from Winnipeg? : 
4 Mr. McGrecor: I do not like the word “mere”, that it is mere agitation. 
signed by a group of individuals; and I do not like the qualification “small”. 
| Itismy understanding, and I submit it as my own personal opinion, and it is only 
that, that the Winnipeg Chamber of Commerce, which I believe was the chief 
motivating power behind the agitation, 1f you want to call it that, was not even 
ballotted. 
Mr. Hazen: But you have the Premier of Manitoba coming here before this 
~ committee. 
Le Mr. Maypanx: Let us follow that a little further. I had not intended to 
_ take any part in this discussion, but if that is the attitude which is going to be 
_ adopted we had better go a little further. Why did the Premier of Manitoba 
~eome down here? Are you trying to suggest to this committee that the Premier 
of Manitoba and the representatives of the Chamber of Commerce and Board of 
_ Trade should not appear here? 
Mr. McGrecor: Certainly not. 
ne Mr. Maysanx: Then just what do you mean by the suggestion that the 
Board of Trade was the chief agitating body—I think that is your expression? 
it Mr. McGrecor: I mean the movement toward objection being taken was 
- started by it. That is exactly what I meant. 
ss “Mr. Maypanx: Is there something reprehensible about that? 
_ -‘Mr. MacGrecor: Not at all. I am not suggesting that. 
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Mr. Maypank: Is there any suggestion intended in your words that any of — 
these people who came down here were under the thumb of or improper direction — 


of the Board of Trade, the Chamber of Commerce or any particular group? 
Mr. McGrecor: I made no suggestion of that kind. | 


Mr. Maypanx: Did you consider that there was invalidity in the words © 


used in your remark? Do you think that is important? 
Mr. McGrecor: I think it is important. 


representative of their Boards of Trade or other organizations? 

Mr. McGrecor: I did not suggest that, Mr. Maybank. 

Mr. Mayspanx: You say that is not what you intended to suggest? 
Mr. McGrecor: I certainly did not suggest that. 


reason did you say it? 


small group. 


Mr. Maypanx: Because the Board of Trade is not ballotted that indicates — 


to you that it is a sinall group agitating for this? 
Mr. McGrecor: Apparently that would be the inference. | 
Mr. Maysanxk: I am asking you, is that the inference you intended? 
Mr. McGrecor: I had in mind the size of the groups involved.  - 


Mr. Maypanx: I am not asking you whether you knew -how large the 
organizations were, I am asking you whether that is the inference you made. 
Mr. McGrecor: Naturally, some idea was given— = 


Mr. Maypanx: And you say that to justify your reference to them using 


the word “small”. 


Mr. McGrecor: I was justifying the use of the word small in the question : 


I was asked. 
, Mr. Maysank: Was the word “small” the word you used? 
Mr. McGregor: No, it was not. . 


say? 
Mr. McGrecor: Yes. 


Mr. Maypanx: You agree with the idea “small” and made your statement | 


for that reason? 


Mr. McGrecor: I said that justification of the use of the word “small” — 


might be the fact that the Winnipeg Chamber of Commerce, as I understood it, 


had not been ballotted. 


Mr. Maypanx: Did you intend to convey the idea that this is an agitation — 


by a small group? 
Mr, McGrecor: No. 
Mr. Mayspanx: You did not intend that? 
Mr. McGrecor: I have no idea whether it was originally small or large. 


Mr. Maypanxk: You have no idea of that, and whatever the case may be — 


actually, at any rate you have no idea as to that?. 
_ Mr. McGrecor: No, I have no idea of that. What I was talking about is 
this, that it was started by the Winnipeg Chamber of Commerce. 

Mr. Mayank: Of course, it is obvious that some one individual must have 
started this thing; but without considering the inception of it at all, was there 
some idea in your mind that you were facing here in the last couple of. days 
something quite small and unimportant? ) 


Mr. Mayspank: Then you said that for some reason or other. For what. 


Mr. McGrecor: I said it to justify a statement that was made about a — 


Mr. Maysanx: Oh, it was in the question Mr. Hazen put, is that what you i 


: 
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Mr. Maysank: Is it your suggestion that these people are not properly 
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s ~ Mr. McGrecor: No, very definitely not. 

~ Mr. Maypank: You are quite clear on that? 
Mr. McGrecor: I could hardly be otherwise. 
___ Mr. Maysanx: I should think not too; and the reason I got into this when 
_ I did, because I had not intended taking any part at all in the type of questioning 
_ that was going on—the only reason that I got into this at all was because of 
_ what I considered to be your contemptuous reference or remarks made in reply 
> to Mr. Hazen. 
Mr. McGrecor: I am sure I have been misunderstood if it has been 
- inferred that there was the slightest suggestion of contempt on my part in my 
_ answer to Mr. Hazen. 3 3 


= Mr. Maypank: I had the feeling at that time that the type of question | 
. which was being asked was such that I would have nothing to do with it. 

- _. Right Hon. Mr. Howe: Let’s get this clear— 

4 


_ Mr. Maygpank: Just a moment. 


: - Right Hon. Mr. Howe: Just a moment now. This is a committee of the 
House of Commons, and as is the case in connection with all committees of 
parliament, anyone who likes may apply to appear and send representatives 
before the committee. As far as Mr. McGregor goes, he is here in the capacity 
of an expert witness to answer questions regarding T.C.A. ; 
4 Mr. Maypanx: Nevertheless, Mr. Chairman, I think I had a right to object — 
in the way I did to the apparent attitude taken in reply to the question asked. 
Right Hon. Mr. Howe: I think we have to protect the witness. 
Mr. Maysanx: Oh, no, the minister is not here to protect the witness; the 
chairman is here to protect the witness. However, I have asked all the questions 
- in this respect that I wish to ask. I am clear on it now, but I would like to 
] have it understood that the reason why I intervened was what I considered 
a to be the contemptuous reference to the use of certain words, that the matter 
was not being treated with proper respect. It was for that reason that I got 
& 
i. 
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into this conversation. 
i Mr. Hazen: I would like to say this, Mr. Chairman: here is a brief which 
‘3 has been presented to the committee by a number of responsible organizations. 
_ These people are interested in the welfare of their province, they are trying 
to be of some help to their province and they come before this committee and 
submit a very well prepared brief, and that has been referred to as agitation, 
and it has been intimated that it is agitation, and I submit that it is most 
. unfortunate that a thing of that kind should have developed. . 
aa Mr. McGrecor: Mr. Hazen, I was not referring to the brief as an agitation, 
- I was referring to its inception. If I used the wrong word I am very sorry, but 
I know of no other word that quite covers the action of instigating an objection 
x to an action on the part of the company as was done in this case. If the word 
should be replaced by another one then I should be the first to want to withdraw 
~ it. Certainly the brief was not referred to as agitation. I did not see the brief — 
until yesterday morning. : 
Mr. Hazen: I would just like to say this further word, Mr. Chairman. 
3 I think it is most unfortunate that a memorandum of this kind should have been 
oF placed before the committee in the way it was, a memorandum addressed 
“To only the members of the Sessional Committee on Railways and Shipping 
4 owned, operated and controlled by the government”. Why should you issue a 
memorandum of this kind? } ao 
~ _- Mr. McGrecor: Because they are the only people concerned, are they not, 
fee Sir? : ; : 
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Mr. Hazen: Everything which takes place here is taken down by the 
reporters and is printed in the minutes of evidence, and I think it is most 
unfortunate that this thing should have been given out. 

The CuHarrMAN: In this case, Mr. Hazen, I am responsible for the distribu- 
tion of the statement to which you refer. I think I should have asked permission 
of the committee first. I had not even looked at it. Mr. McGregor presented 
a statement for the committee and I just asked the messenger to distribute it. 
I did not look at it but I should have asked the committee. That is the regular 
way in which it should have been done. I did not know what was in it. 

Mr. Viau: Have you seen this statement which is signed by Mr. McGregor 
and which is headed “Memorandum to only the members of the Sessional 
Committee on Railways and Shipping owned, operated and controlled by the 
government”, and which is in reply to the brief submitted by the boards of trade 
and chambers of commerce from Winnipeg and the province of Manitoba 
which appeared before us yesterday? 

Mr. McGrecor: That is a generalization, I think, is it not? 7 

Mr. Viau: You say that it made no reference to the brief. You had full 
knowledge of the brief; and this memorandum was presented to the committee 
yesterday afternoon. 7 

Mr. McGrecor: Yes; not when it was prepared. 


Mr. Viau: There is no indication when it was prepared. It may have been | 


prepared after the brief was presented. 
Mr. McGrecor: Definitely not. 


Mr. Fuutron: I would like to complete my questions concerning the centre 
of gravity and the advisability of moving the office to Montreal in order, the 
better, to look after the overseas operations. I made a statement that the 
density of the overseas operation was considerably greater than that of the 
domestic operation; and ithe minister said that they were practically the same. 
I find it, as it appears at pages 5 and 9 of the annual report, that the density 
of domestic operations decreased by over half a million in 1948 as compared 
to 1947; so it ended up with just over $1,000,000 deficit. On the contrary, 
your density on overesas operations increased by over $1,000,000; so it now 
stands at $1,350,000. The trend appears to be decidedly the other way. 

Mr. McGrecor: The minister said the two amounts of density were of the 
same order. . 

Right Hon. Mr. Howe: I had it in mind that they were about $1 500,000; 
but I now see that I was wrong and I apologize. 


Mr. Futton: The important thing, I think, is the trend. One is on the 
increase and the other is on the decrease. 


% 


Right Hon. Mr. Howe: Do you not think that before we begin to discuss % 


the operations of T.C.A. we had better take up the report? 


Mr. Fuuron: I agree with you that we should examine the report. because 
T want to direct some questions on it to Mr. McGregor. Do you not think there 
is some merit in those who may feel, whether they come from Winnipeg or British 


Columbia, that this air line, which was instituted to give a trans-Canada 


service to Canadians, should not jeopardize the interests of a large geographical 


region ?—I include myself, because I come from the west—should not jeopardize | 


the mterests of a large geographical region by moving to Montreal in order to 
be able to look after an unprofitable operation, and one for which the line was 
not originally established? 


Mr. McGrecor: There would be great merit in them. The headquarters 


are not being moved to Montreal solely to look after the Atantile operations. 
There are many other reasons, which I touched upon. A number of my 
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confréres and I spend very many of our waking hours each day with one particular 


thought in mind, that is, how to operate trans-Canada Atlantic and Trans- 


Canada Air Lines in the most economical way in which it is possible to do so, 
and to make the best financial results under the conditions which exists. 1 would 
not advocate a move to Montreal if I did not think it was a step in that direction. 


Mr. Futron: You must be looking at the picture of Trans-Canada Air 
Lines and Trans-Canada overseas jointly when you make that decision. So let 
me narrow my question to this: Suppose you had only Trans-Canada domestic ; 
I put it to you that the factors which have influenced you in deciding to move 
to Montreal—some of them—would not be existent in fact, if you considered 


only the domestic air lines; and you might well leave your operational head- 
quarters at Winnipeg. That would be the more logical thing to do, would 


it not? 

Mr. McGrecor: The argument in favour, the facts in that scale of the 
balance would be reduced in strength in that the Atlantic operation would not 
form part of the company’s problem. ey, 

Mr. Futron: It does seem to me that we cannot altogether divorce the 
two considerations, let us say, whether or not trans-Canada overseas is profitable 
and should be expanded from the question of whether we should move the head- 
quarters to Montreal from Winnipeg. I now return to my question. since you 
agree with me that the revenue trend is reversed with respect to the two operations. 

Mr. McGrecor: Yes, for two seven-month periods; but the trend in the 
Atlantic operation, as forecast for the year 1949 ,is also a reduced deficit. 

Mr. Fuutron: You are going to increase the service? 

Mr. McGrecor: I have described the increases planned within the next 


six weeks. 


Right Hon. Mr. Hows: The services in the Atlantic fluctuate with the 


traffic. We had three services each day across the Atlantic last year. But 


today we have one every two days, practically. And should we have two and 
should we put on a third will depend entirely on the traffic. 
Mr. Fuuron: I think, from the point of view of the discussion which I had 


intended to pursue, we had better wait until we examine the annual report. 


I do hope that no decision will be made on this other matter until we have 


_ examined that report. 


Right Hon. Mr. Hower: Is this a matter of decision for the committee? 
The committee can very well decide that we dismiss the president and the board 
of directors, but I think when we do that they are through, are they not? 

Mr. Fuuton: Consider it as a recommendation, if you like, but we must 
decide whether we are going to recommend one way or the other. ivi 

Mr. Murcu: It certainly is within the power of the committee to express 
an opinion on the validity, or otherwise, of the case and there will be an 
opportunity to do that as long as the committee continues to sit. I fancy that 
some of this discussion will be revived again in the annual report. 

The CuairmMan: Gentlemen, as Mr. Fulton has more questions which he 
believes have a bearing on the matter, an opportunity would be given him to 
ask those questions if the report were to be taken up. Mr. Fulton has brought 
up a point which has a bearing on the report. So, perhaps Mr. MeGregor 
might give us some explanation, after he has read his report, which might pro- 
vide an answer to Mr. Fulton’s questions. After Mr. McGregor has read his 
report, if members of the committee decide to ask him questions concerning the 
other matter, it will be perfectly all right, so far as I am concerned. | 

Mr. Futron: My only point was that by turning from a consideration of 


| ‘7 this brief to the annual report we should not be taken as having finished the 


discussion on the other. matter, because I think these matters are too closely 


related for us to do that, 
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The Cuairman: Is it the wish of the committee that Mr. McGregor now 
read his report? Then, following his reading, if we decide to ask him some ques- 
tions regarding Winnipeg, we may do:so? 


Mr. Maypanx: I would go farther than that. I do not even want to ask 
any more questions. 


The Cuamrman: Mr. McGregor, will you now read your report: and then 
we may ask you questions concerning it and anything that relates to Winnipeg. 


Mr. McGrecor: Do you wish me to read the preamble, Mr. Chairman, or 
should I begin with the details? 


Right Hon. Mr. Howe: I think you had better start at the beginning, Mr. 
McGregor. t 


Mr. McGrecor: 


PREAMBLE 
TRANS-CANADA AIR LINES 


To the Right Honourable, 
the Minister of Trade and Commerce, Ottawa. 


Sir: 


% 


The Board of Directors submit the Annual Report of the Trans-Canada 
Air Lines system for the calendar year 1948. 


There was continued development of the nation’s air services. T.C.A. made 


few route extensions within Canada, but began new international operations to 
the British West Indies and Bermuda. Flight frequency was increased between 
several cities. Over 2,000,000 more revenue miles were flown in 1948 than in 
1947. At home and overseas, the quality of service was improved by the addi- 
tion of twenty North Star aircraft. 


Traffic was the heaviest on record. Nevertheless, Trans-Canada Air Lines, 
domestic, and Trans-Canada Air Lines (Atlantic) both suffered substantial 
financial deficits as sharply rising costs offset. the highest revenues in the Air 
Line’s history. Added to the increased costs of labour and materials, there were 
the expenses incident to the introduction of a new four-engined fleet. The 
greater gross revenue in 1948 was due almost entirely to increase in passenger, 
mail and cargo traffic and, with the exception of trans-Atlantic passenger fares, 
not to higher transport charges. 


T.C.A., during the past year, shared economic difficulties that were general 
throughout the air transport industry and these remain both acute and serious. 


The Company’s financial position was, however, somewhat stronger 
than in 1947, The deficit from domestic services was reduced by a third, revenues 
being increased by 36 per cent, as compared with a 30 per cent rise in expenses. 
Domestic operating costs per available ton mile of transport fell by 10 per cent. 
Employees per 10,000 ton miles of saleable transportation on all services declined 
from 14 in December, 1947, to 9 in December, 1948. With energetic traffic 
promotion and cost contrel, it is hoped that these trends will continue. 


The same cannot be expected of the new overseas air operations. In 
inaugurating these, T.C.A. has been required to proceed in the face of expected 
operational losses. However, the action taken is considered to be justified by 
the direct and indirect benefits that accrue to the nation as a whole through the 
existence of such important transport services—benefits that do not appear on 
the Company’s balance sheet. ' : 


at ee ee 


Montreal, March 10, 1949 ~ 


a , Poet. | 
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T:C.A.’s operations were conducted with efficiency in 1948. As expressions 
of service rendered to Canadian life the following facts are significant: 
Oi The airline carried 27 per cent more passengers on all services than in 
{p 
Flew 106 per cent more ton miles of express and air cargo. 
Began the first nation-wide transport of unsurcharged first-class mail 
by air in any American country. ; 
Introduced 20 North Star aircraft, which increased carrying capacity by 
‘ 60 per cent and established new standards of travel comfort. 
Reduced transcontinental flight time between Montreal and Vancouver 
to 13 hours. : 
Mr. Maypanx: They are what? 
Mr. McGrecor: I believe the figure was 17. 
Mr. Mayspank: 17? 


Mr. McGrecor: Yes. | 
Began air service between Canada and Bermuda and between Canada 


and the British West Indies. 
Brought 6,000 new Canadian citizens from the British Isles and Europe 
in one of the largest mass movements of immigrants ever undertaken by air. 
Carried 9,000 persons and 600,000 pounds of essential cargo across the 
Rockies in emergency service during the British Columbia flood crisis, 


Se a aos 


; Mr. Futron: Are we to have the preamble and the details taken up 
separately? 
q The Cuarrman: I think we should let Mr. McGregor read it all and then 
_ take it up page by page, if that is agreeable to the committee. 
4 Mr. McGrecor: 7 
4 
4 : DeEtaIL 
i 
‘3 TRANS-CANADA AIR LINES—NORTH AMERICAN SERVICES 
Financial Review 
‘ Increase or Decrease 
1948 1947 Amount Per Cent 
Operating Revenues ..-..-+-eeeeeeserertes $20,866,936 $15,297,346 $5,569,590 36 
Operating Expenses Excluding 
Depreciation .......seeccceeswereccees 19,249,971 14,845,672 4,404,299 30 
Surplus of Revenue Over Operating Expenses 
Before Depreciation and Interest .....- $ 1,616,965 $ 451,674 
Depreciation 52 ce-ciace, oye oye ase, folate odio Hoh oie! oa) nee 2,374,085 1,950,820 423,265 22 
Operating Deficit After Depreciation ...... $ 757,120 $ 1,499,146 
Interest on Capital Invested .....---+---- 425,902 261,897 164,005 63 
De fcsbACcre nc We ati cl oaiee bein Kote cera $ 1,183,022 $ 1,761,043 $ 578,021 33 
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Operating revenues totalled $20,866,936, an increase of $5,569,590 or 36 
per cent over the preceding year and testimony to T.C.A.’s growing importance 
in the transportation field. Passenger traffic accounted for $14,869,578, increas- 
ing by $4,419,054 or 42 per cent. Mail revenue totalled $4,648,775, an increase 
of $840,578 or 22 per cent. Cargo revenues rose by $314,728 or 70 per cent. 
Revenues from Sales and Services decreased by $62,497 or 15 per cent. Other 
revenues increased by $57,727 or 35 per cent. Passenger revenue contributed 
71 per cent of the total, mail revenue 22 per cent and cargo revenue 4 per cent. 
Operating expenses, excluding depreciation, totalled $19,249,971, an increase 
of $4,404,299 or 30 per cent over the previous year. Payroll charges rose by 
$1,100,732 in 1948 and higher price levels consumed an additional $666,831 in 
the purchase of the Air Line’s materials and supplies. Other increases stemmed 


from the use of a larger fleet with its greater maintenance requirements, gasoline 
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consumption and insurance charges. The cost of selling air transportation rose 
by $277,208 as T.C.A. conducted an extensive and successful promotional 
campaign. , ve 

The charge to operations for accrued depreciation on aircraft and other 
property during the year amounted to $2,374,085, an increase of $423,265. Before 
the charges for depreciation and interest on capital, there was a surplus of 
revenue over expenses of $1,616,965. 

After depreciation and interest, there was a deficit of $1,183,022. 


This amount was equivalent to 6 per cent of the Company’s gross revenues, 
. a compared with 12 per cent in 1947. | 

In 1948, the Company again shared in the paradox of an air transport 
industry facing a high level of general prosperity, yet incurring financial losses. 
The air lines, for all their immense capacity for public service, are still com- 
paratively young and particularly vulnerable to economic fluctuations over 
which they have no control. 

Periods of rising wages and prices strike hard at air transport, primarily 
because the price of its own product is frozen within narrow limits. Unlike 
surface transport, the air lines, for technological reasons, are basically dependent 
upon passenger traffic, and must maintain reasonably competitive passenger 
rates with the surface carriers. The latter, drawing the bulk of their revenues 
from commodity transport, are under less compulsion to adjust their passenger 
charges upwards. The air lines are thus caught between rising costs and a 
relative fixity of rates. | 

The same dependence upon passenger traffic renders them particularly sub- 
ject to the wide seasonal variations of business and vacation travel. The dura- 
tion and severity of the northern winter accentuates this difficulty for Canadian 
operators, resulting in a peak of about four months of intense activity during 
the summer season. 

These fundamental problems can be solved only by the development of more 
diversified air line business. T.C.A., in common with air transport generally, 
sees at least part of the answer in the growth of air cargo. But this will take 
time to achieve. 


Service Development 

The most significant event of the year was the introduction of 40-passenger 
North Star aircraft to domestic operations. These fast transports not only 
reduced flight time and increased travel comfort on the main trunk routes, but 
released the smaller DC-3 aircraft for improved inter-city service. 

They were first used between Toronto and New York on May 1, before 
entering transcontinental service on a twice daily schedule on June 1, North 
Star operations between Toronto and Chicago also began on the latter date. 

It was unfortunate, from an operational standpoint, that these events should 
have coincided with the demand for emergency transport to meet the flood con- 
ditions in British Columbia. The heavy strain placed upon the fleet resulted in 
numerous flight delays at the very time the new aircraft were making their first 
public appearance and operational regularity suffered indirectly for almost two 
months, due to an accumulation of maintenance work. 


During the summer months, third North Star schedules were flown between 
Montreal, Toronto and Winnipeg and between Lethbridge and Vancouver. 


Because of airport limitations and the necessity of fully exploiting the 
longer range of the new aircraft, North Star stops were confined to Montreal, 
_ Toronto, Winnipeg, Calgary and Vancouver on the transcontinental route. Inter- 
mediate communities were served by DC-3 aircraft, feeding into those larger 
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cities. Deterioration of the Calgary runways obliged T.C.A. to move its North 
Star operations to Lethbridge in July, but the mainline returned to the former 
city in December. 

A new and larger pattern of air services took shape on the Prairies. Bran- 
don and Yorkton were added to the T.C.A. network on June I, while Lethbridge, 
Edmonton, Saskatoon, Regina, Medicine Hat and Swift Current were linked 


by DC-3 flights to the mainline North Star route. 


A second daily DC-3 flight was added between Toronto, Sault Ste. Marie, 
the Lakehead and Winnipeg. 

Flight frequency was doubled on the Northern Ontario service between 
Toronto, North Bay, Porquis Junction and Kapuskasing. | 

In the Maritime provinces, direct operations began between Sydney, Moncton 
and Saint John. 

Because of inadequate traffic, Lakehead-Duluth flights were suspended on 
October 1. 

In 1948, T.C.A. made available 48,528,469 ton miles of air transport on its 
scheduled domestic services, an increase of 45 per cent from 1947, resulting 


{ principally from the use of larger aircraft. Of this potential, 57-8 per cent was 


en ie ak 


employed, as compared with 58-5 per cent in the previous year. 

As T.C.A’s North American operations most closely resemble those of the 
United States airlines, a table of comparative statistics involving sixteen major 
representatives of the latter, is included for information as an exhibit in this 
Report. 


Passenger Traffic 

The additional comfort and speed of the North Star aircraft, together with 
an intensified sales campaign, attracted travellers to the Air Line in record 
numbers. : 

A total of 532,555 revenue passengers were carried on North American 


~ routes, an increase of 104,588 or 24 per cent from the 427,967 of 1947. During 


the same period, air line passenger travel in the United States declined by about 


4 per cent. In the past five years, the volume of T.C.A.’s passenger traffic has 


erown by 280 per cent. On December 21, T.C.A. carried its two millionth 
passenger since service began in 1937. 

In 1948, the Air Line flew 249,575,544 revenue passenger miles, as compared 
with 179,808,562 in 1947—an increase of 39 per cent. Utilization of available 
seat miles rose to 68 per cent from the previous year’s 62 per cent. The average 
passenger load per revenue mile increased from 12 to 16 persons, reflecting both 
the larger aircraft and the greater demand for air transport. The average 
passenger flew 469 miles in 1948—49 more than in 1947. | 

Revenue per passenger on scheduled services was $28.13 and per passenger 
mile 5-99 cents, as compared with $24.50 and 5-84 cents respectively in 1947. 

There was no increase in T.C.A.’s domestic fares in 1948. On the major 
United States air lines, however, there was a general increase in April and another 


in September. As the United States fares were previously lower than those of 


T.C.A., this had the effect of an aproximate equalization. 
Mr. Maybank assumed the chair. 


Mail Traffic 7 
In 1948, T.C.A. and the Post Office Department combined to introduce the 


- general carriage of first class mail by air, at unchanged postal rates. This service, 


commonly known as “all-up” mail, provides for the air transport of all first- 
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class mail one ounce or less in weight if delivery is thereby hastened. Canadians 
now enjoy the most inexpensive air mail service in the world and Canada is the 
first American country to establish such air carriage on a nation-wide scale. 
The service began on July 1, more than doubling the volume of mail trans- 
ported by T.C.A. This could not have been accommodated in the old fleet. 
During the full year, the Air Line flew 2,294,088 ton miles of mail. In 1948 


86 per cent more mail was carried and 22 per cent more mail revenue was — 


received. é 

3 During the first eleven months of 1948,* sixteen United States trunk lines 
reported aggregate increases of 11 per cent in mail volume and 53 per cent in 
mail revenue. 

No new mail contract was negotiated in 1948, the Post Office paying T.C.A. 
at a fixed monthly rate of $450,000 during the initial and experimental period of 
first class mail transport. This arrangement will continue until March 31, 1949, 
and provides, roughly, for a rate of $2 per ton mile, a lower return than is 
received by airlines of comparable size in the United States. 

Cargo Traffic 

The development of commodity traffic was one of the principal concerns 
of the year and both air express and air cargo grew steadily. 

The new air cargo service, based upon volume rates, was designed for bulk 
shipments at much lower cost than is possible under the air express tariff. 
Arrangements were made with the Canadian National Express to provide pickup 
and delivery. A specialized sales force and a research bureau were established 
for the promotion of air cargo. To some extent, the development of this traffic 
has been impeded by the very heavy mail loads. 

In the first year of this service, T.C.A. carried 1,874,149 pounds of air cargo. 
Ton miles totalled 704,831. ° ) 


Property and Equipment 

Flight equipment as of December 31, 1948, consisted of: 

20 North Star aircraft, equipped with four Rolls-Royce Merlin engines, each 
of 1,725 horsepower. Nine of these were assigned to the North American services 
and eleven to the overseas services. 

27 Douglas DC-3 aircraft, equipped with two Pratt and Whitney Twin-row 
Wasp engines, each of 1,200 horsepower. 

All of the 14-passenger Lockheed Lodestar aircraft were retired and the 
majority sold by year-end. 

Three DC-3 aircraft, whose engine installations were not standard with the 
remainder of the fleet, were also retired and sold. These had become surplus to 
T.C.A.’s requirements after the introduction of North Star equipment. 

The larger scale of operations in 1948 intensified the problems of airport 


accommodation for traffic and aircraft. At Winnipeg, T.C.A. added a two-storey © 


shop and office annex to one of its hangars. At Malton Airport, Toronto, the 
Department of Transport constructed a new and badly-needed administration 
building to cope with the heavy air traffic through that point. A field post-office 


building was also built at Malton to facilitate the handling of air-borne mail. — 


Many small extensions to T.C.A.’s airport quarters were made throughout the 
system. 


vided in a number of other cities. 


ny United States figures for December are not yet available. 


A traffic office was opened in North Bay and improved accommodation pro- @ 
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Routes 4 
At December 31, 1948, Trans-Canada Air Lines was providing service for 
mail, express and air freight over nation-wide routes totalling 7,912 


Atrway Facilrties 

TC.A. and the Department of Transport continued to work and plan, co-op- 
eratively, for the betterment of Canada’s airport and airway facilities. Although 
1 the following projects were the work of the Department, they are of direct 
_ significance to the Aur Line’s operations. 
: Very large airport extensions were made at Winnipeg and Calgary and the 
runways at these cities can now support scheduled air service by the largest com- 
mercial aircraft. 

Similar runway improvements were begun at Malton, Moncton and Windsor 
and, by next summer, those airports will be of a much higher standard. : 

The runways at Brandon were lengthened to conform to the requirements for 
DC-3 operations. ae 

The installation of instrument landing systems proceeded at major airports: 
This radio device, which provides precision landing guidance to aircraft when 
visibility is poor, promises new standards of schedule reliability to Canadian 
aviation, T.C.A. aircraft are equipped with the ILLS. and its crews have been 
trained in its use. At the end of 1948, eround units were in operation at Mont- 
real, ‘Toronto, Winnipeg, Saskatoon, Lethbridge, Calgary and Vancouver. 

Additional teletype facilities were leased in 1948 to meet the rising volume 
of communications traffic, particularly in connection with reservations. 

The exclusive use of North Stars across the Rockies made it unnecessary to 
maintain a T.C.A. staff at Kimberley and this was withdrawn. 


4 The Actinc CHarrMAn (Mr. Maybank): Gentlemen, I think we will act 
th inning and we will take a 


‘passengers, 

_ miles. This was an increase of 153 miles or 2 per cent over 1947. The routes 
_ operated are as follows: na 
: *Miles 

4 Sydney-Victoria (via Halifax, Moncton, Montreal, Ottawa, Toronte, Winnipeg 

; . Calgary and NT AMC OULW OR ih cre Wecid aetbe Mee libibcalaie ag sialia Wal scarey tia 6: Ae aseh yp ay 3,469 

¥ Sydney-St. John’s, Newfoundland (via Gander) ......--..eeeeee reece eee rreees 523 

" Sydney-Saint John (via NE PRC LOTR. Hse Sincere ties aac of sis lns e ata gs Moor ad 2m! A94 hn aes ai RES 379 

Y Halifax-Boston (via Yarmouth ANG: Sait DORM) wih silew a sive eee gees mnse se eat 563 

i HatifaxcMouctore Yo) io eu eee oat ate miei ieee ees ts TUNA eG PA TRESS MEY al SG lor Mas taney 120 

a TGR RO NG MOTI eae inns meer une vee eM nied ae gum im oA Sa MReNe HY N 363 

tS Toronto-Chicago (via London and MAE ROT tc rite cals oh cu bal avairelieial sme sania eeeney te 465 

z Wop Gta CIEV GIANG LA ey cou cise stay tty Hedin ad Same o eth eee TT ag 196 
t Fondou-Cleveland i) cis sis sa 9 mola elie cinsiet Saisie Nasal Gi aN SIL fy aly! a aldeaung Mim sim ei aR 124 

‘ Toronto-Kapuskasing (via North Bay and Porquis Junction) ....--+++--srsrr te 476 

: Toronto-Winnipeg (via Sault Ste. Marie and the Lakehead) ....-+-+-seretrets 1,036 

4 Winnipeg-Edmonton (via WE DOINY ysis GLa asin Mik Fig etna Mee Fre ete Cian 763: 

‘i Winnipeg-Lethbridge (via Brandon, Regina, Swift Current and Medicine Hat).. 720 

a Winnipeg-Regina fryiay, VORRBDIR oc eis nay oe tis y sient Severe ta UR imate : 372, 
4 Lethbridge-Edmonton (via alan yy) ic ca dee kere 8 oe tee te bate Ura ane 301 

q SALT PB UT TS SO UI ETE LAN GET OS oT Rc bet aah I a ure Lea, kal 103 

. : , 

4 * Mileages are duplicated over portions of these routes due to the interlocking nature of the. 
4 airways. 

‘ 

4 
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ee 


fe: for a few minutes as though this were a seven 
: stretch. Mr. McGregor has been talking rapidly and for some time. We shall 
= «just do nothing for.a few moments. 
; - While the rest is taking place we could settle tomorrow’s meeting. I 
presume we will meet in the morning as usual at 11 o'clock? / : 
Agreed. , 


We cannot use this room, I understand, but 497 is available to us and you 
would prefer that to the large railway committee room? ! 
Agreed. ; 


She, 


; 
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Mr. McGrecor: Is it the wish of the committee to discuss the domestic — 
part of the report before we deal with the Atlantic service? 

Mr. Fuuron: I suggest. that we have the whole report read because there 
are certain questions which will come up in considering the domestic runs that 
will have a bearing on consideration of the Atlantic runs. 


Mr. Mutcu: Yes, I suggest we go on with the report. 
—Mr. Clark resumed the chair. 
Mr. McGrecor: 


TRANS-CANADA AIR LINES (ATLANTIC) LIMITED 


Financial Review 


The following statistics for 1948 include the new overseas services to Bermuda and the 
British West Indies. 
* May 1 to * May 1 to 


1948 Dec. 31,1948 Dee. 31, 1947 


Operating ‘Revenies ii) Oo ui’ RMR UHOR TNS ke $10,861,110 $8,886,112 $5,483,298 
Operating Expenses Excluding Depreciation.......... 11,126,437 8,324,464 5,000,161 
Deficit or Surplus of Revenue Over Operating 

Expenses Before Depreciation and Interest...... $ 265,327 $ 561,648 $ 483,137 
Depreciation Cee Ma Oe ge Naa TEN tg 1,244,407 976,960 341,737 
Operating Deficit or Surplus after Depreciation.... $ 1,509,734 $ 415,312 $ 141,400 
Interest on Capital’ Invested) .)...,.000.. 007. 240,484 180,956 5,097 
PGirere eters (5 oh Dake a LA QM ahs a $ 1,750,218 $ 596,268 $ 136,303 


es May Ds £04 | TOW A) Gea ad responsibility for the operations previously provided 
by the Canadian Government Transatlantic Air Service. For comparative purposes, the financial 
results of the equivalent eight months’ operational period in 1948 are shown. 


Operating revenues for the overseas air services totalled $10,861,110 in 1948, 
of which passenger traffic contributed $6,771,647 or 62 per cent, mail $1,109,732 
or 10 per cent and cargo $514,217 or 5 per cent. Non-scheduled transportation, 
largely for the carriage of immigrants to Canada, produced revenue of $2,085,463 
or 19 per cent of the total. 

Operating expenses, excluding depreciation, totalled $11,126,437, a figure 
that was strongly influenced by rising wage levels and the increased cost of 
materials. The latter trend cost the overseas operations approximately $420,000 
in 1948. 

In spite of the most vigorous efforts by those associated with the overseas 


_services, there was a deficit of $1,750,218, after depreciation and ‘interest. 


This result, however, can be expected. of Canada’s overseas air operations 
at the present time. Their existence is based not upon promise of direct financial 
return, but upon benefits of improved trade, social intercourse and international 
understanding that cannot be calculated. Until Canada has a much larger 
population, or until the basic costs of air transport are reduced, international 
flying must be regarded primarily as a long-term investment. 

The contrast between the 1948 deficit and the 1947 surplus is a deceptive 
one. The Atlantic service must, by its nature, be geared to handle a very 
pronounced peak of summer traffic, thereby incurring very difficult winter 
months. The 1947 figures represent only the eight best traffic months of the year. 


In 1948 results were further affected by a delay in the introduction of the 
North Stars. Crews were provided in the spring and other preparations made 
for an expansion of Atlantic operations that did not materialize until summer. 
Also, the difficulty of obtaining eastbound loads for aircraft proceeding to the 
United Kingdom for Canadian Government immigrant flights, together with 
the low rate quoted for that traffic, made this service unprofitable to the Air Line. 
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Service Development 

From June to September, T.C.A. doubled its usual Transatlantic service 
frequency of a daily round-flight to accommodate heavy summer travel. In the 
_ full year, the ocean was crossed 1,510 times in revenue flight. 

The Air Line undertook a mass carriage of immigrants from the British 
Isles and Europe that had few parallels in air transport history. Under contract, 
* first with the Ontario Government and then with the Dominion Government, 
( T.C.A. flew 175 westbound charter flights with North Stars, bringing 6,000 new 
citizens to Canada. 

: A new overseas air service to Bermuda began on May 1. Vacation travel 
predominated and, although 1948 operations missed much of the popular winter 
Season on the Island, loads were reasonably good. Two North Star flights were 
_ scheduled each week during the summer, one from Montreal and the other from 
Bronte. On November 1, a third flight was added. Flying time to Bermuda is 
five hours. 


” Canada and the British West Indies were linked by air when T.C.A. 
operations to the Bahamas, Jamaica and Trinidad began on December 2. The 
traffic potential of this service is more diversified, appealing as it does not only 
“to vacationists but to the long-established commercial and industrial relationship 
of Canada and the Caribbean islands. Today’s currency problems and trade 
“restrictions stand in the way of the free flow of commodities, but it is hoped | 
that the new air service can break through some of the barriers. Travel and 


hours from Toronto to Jamaica and fifteen hours from Toronto to Trinidad. Two 
flights are scheduled weekly, one terminating at Kingston and the other con- 
_tinuing to Port of Spain. Both originate at Montreal and make intermediate 
stops at Toronto. This 3,000 mile operation is independent of the Bermuda 
' service. 

y) 


Passenger Traffic 


| BOA carried 32,821 overseas passengers in 1948. Of these, 23,429 crossed 
he Atlantic in scheduled flights and 6,441 in charters. The majority of the 


atter travellers were immigrants. The Bermuda and Caribbean operations 
erved 2,951 persons. | 


Westbound trans-Atlantic traffic was close to fleet capacity during most of 
he year and continued to be much heavier than eastbound traffic. Only during 
he summer vacation months did passenger travel to the United Kingdom 
each large proportions. | 
_ In common with all other operators and by resolution of the International 
ir Transport Association, T.C.A. increased its trans-Atlantic passenger fares 
y 8 per cent on April 1, 1948. 
| Round-trip Atlantic excursion fares, based on the normal one-way fare and 
third, were introduced on October 1 in an effort to encourage winter travel. 


_. T.C.A. and British European Airways established joint fares for travel 
‘Irom Canada to Continental Europe. These provide equalization with the 
hrough fares of competitive air lines. 

oA new Universal Air Travel Plan was introduced throughout the air 
ransport industry on October 1 and actively promoted by T.C.A. 


__ An improved quality of aircraft meal service was offered to trans-Atlantic 
ind Caribbean passengers with the introduction in December of deep-frozen 
oods. T.C.A. has pioneered the application of this important new technique in 
vanadian transportation and will extend it to the domestic service in 1949. 
ubstantial economies are involved. 


rap 
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Mail Traffic 


Trans-Atlantic air mail totalled 368,488 ton miles in 1948. Almost all of | 


this was carried on eastbound flights, little mail being offered T.C.A. in the 
British Isles. ; 
There were 1,047 ton miles of Bermuda and West Indies mail. 


Cargo Traffic 

T.C.A. flew 787,165 ton miles of overseas air express and 154,105 ton miles 
of air cargo, the bulk of it crossing the Atlantic. : : 

Commodity traffic increased steadily—a very necessary development in 
services dominated by and sensitive to the fluctuations of passenger business. 
‘The need of more diversified overseas loads was a keynote of the Company’s sales 
efforts. Of special interest was the heavy volume of gift food parcels that moved 
to the United Kingdom by air. 


Property and Equipment 

Nine pressurized North Star aircraft were assigned to Atlantic and Bermuda 
service on June 1. These, together with the six unpressurized North Stars that 
had been used since April, 1947, comprised the overseas fleet during the busy 


summer months. The latter aircraft were retired from T.C.A. service in the © 


autumn. Two additional pressurized North Stars were later assigned to provide 


for the Caribbean service. One unpressurized North Star was damaged beyond — 


economical repair at Sydney, Nova Scotia, in August. 


. 


In 1948, T.C.A. assumed responsibility for its own aircraft maintenance — 


in the United Kingdom. 
The Company installed two 5,000 watt radio-telephone transmitters at 


Montreal and one at Goose Bay for use by aircraft of the Bermuda, Caribbean | 
and trans-Atlantic services respectively. A radioteletype transmitter of equal — 


power was installed at Montreal for reservations and administrative communica- 
tion with Bermuda. Other 5,000 watt units were installed by T.C.A. at Moncton 
and Goose Bay for radioteletype and radiotelegraph use respectively by all 
trans-Atlantic air lines. | | 


Routes 


They are as follows: 


Miles | 
Montreal-London (via Sydney, Shannon, Glasgow and London).......0...eeseee eee eens 3,540 
Montréeal-Bermuda.. (via). Toronto). 20. oes ee eel an onsen ed etiare © bles pod eta sc Ue Re ean 1,462 | 
Montreal-Port of Spain (via Toronto, Nassau and Kingston)........... MM Sadat Megraien eaten O20 f 
GENERAL 
Personnel 


There were 5,084 T.C.A. employees assigned to the two Companies at the 
end of 1948, an increase of 691 during the year. This expansion of staff was 
occasioned by the operation of more services and particularly by the greater 


maintenance requirements of four-engined aircraft. In general, the Air Line | 
was able to meet the much stronger flow of traffic by increased efficiency rather | 
than additional hirings. Although T.C.A. operated 11 per cent more revenue | 
miles in 1948, carried 27 per cent more persons and flew 91 per cent more ton 


miles of mail and cargo, there was a personnel increase of only 16 per cent. 


North Star Aircaft 
The Company was well satisfied with the performance of its new fleet of 


four-engined aircraft, The Canadian-built North Stars were subject to many | 


of the usual difficulties that accompany the entry of a new type into commercial 


service, but they also demonstrated that they are among the finest aircraft flying 


today. 


Trans-Canada Air Lines’ overseas routes now total 8,275 miles, touching at | 
England, Scotland, Ireland, Bermuda, the Bahamas, Jamaica and Trinidad. | 
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g Some serious disruptions of schedules attended the initial weeks of North 
_ Star operations. In part, this was due to minor mechanical complications and 
to unfamiliarity of ground staff with the much larger equipment. Another factor 
was the strain of simultaneously providing emergency flood transport in British 
] Columbia and maintaining the scheduled services. 

: The mechanical difficulties were steadily overcome, however, and personnel 
- adjusted to the new scale of transport. In the latter months of the year, flight 
_ delays were substantially reduced. 

4 The North Stars are fast, comfortable and reliable aircraft. The entire 
fleet of twenty is equipped with cabin pressurization for the elimination of the 
discomfort associated with high altitude flying. Further improvements are 
_ constantly being made. By installing an advanced type of Rolls-Royce engine 
; and new three-bladed propellers, the Company, in 1948, increased the carrying 
_ ability of each of the Transatlantic aircraft by over a ton. 


Sales Campaign 

i Keeping pace with its greater capacity to provide air transportation, the 
_ Company, in 1948, intensified its sales and merchandising efforts. More sales 
staff were trained and advertising of air travel and air shipment was employed | 
_ to better effect in newspapers and other media. There was greater use of direct 
_ mail solicitation. Additional sales agents were appointed. Group air travel 
_ was encouraged. To this campaign must be credited much of the rapid growth 
‘ of traffic. 

: Emergency Transport Service | 
' In June, T.C.A. and other air transport groups were able to relieve a very 
' critical supply situation when most surface connections with British Columbia 
_ were severed by flood. Flying North Stars across the mountains in as many as 
Bix round trips daily, the Air Line carried 9,0000 persons and 600,000 pounds of 
4 food and other essential cargo during the three-week period. 


' Self Inurance 

4 The Companys self insurance fund increased by $989,069 during the year 
and, at December 31st, amounted to $3,113,800. This fund provides coverage 
for aircraft and other equipment, as well as passenger, public and employer 
liability on both domestic and overseas services. The premiums are regarded 
as operating costs and the growth of the fund has been made possible by the 
large expenditures that have produced T.C.A.’s record of safe and reliable flying. 


+ 


The Air Transport Prospect 

4 T.C.A. sees no immediate likelihood of large route extensions. Since the 
war, the Company has been working quickly and at considerable expense to 
_ recover the transport progress that was lost to commercial air transport during 
the period of hostilities., A basic pattern of mainline air services, domestic and 
overseas, has now been established. A fleet of modern aircraft has been provided 
~ to fly them. 

_ The Company’s primary effort in 1949 will be to improve the quality of 
service on its present routes. There will be a concentration upon staff efficiency 
and equipment performance. “With better airports and new navigational aids, 
_ there should be marked advances in air transport standards and particularly in 
_ flight regularity. 

a With such advances, there are good prospects of higher revenues and of 
- further reductions in operating costs per unit of transportation performed. This 
is the key to airline stability everywhere. Scheduled air transport at a com- 
petitive price has few limitations to its traffic potential. The Company’s 
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greatest obstacle today is the rising level of general costs. 
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j Canada, are very severe. 
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Executive Appointments 


On February 1, Mr. G. R. McGregor was appointed President of Trans- 
Canada Air Lines, succeeding Mr. H. J. Simington, C.M.G., K.C., retired. 


Mr. A. C. McKim, previously Vice-President, Administration, became Vice- 


# President, Traffic. 


a 
4 
. 
q 
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Year 
‘4 1948 


4,648,775.41 
764,175.18 
124, 742.89 
99,801.10 
359, 864.12 


2,694, 508.91 
3, 623,019.48 
2, 566,751.24 
—-:1,346, 680.46 
q — 2,043, 684.09 
j 416, 194.28 
. 974,635.76 
Fy 12, 111,68 


2,374, 085.64 


fe 


vie 


425,902.17 


Appreciation 
The accomplishments of the Air Line are the work of an able and experi- 
enced staff, of whom 200 have completed over ten years of service and another 
1,500 have been with T.C.A. more than five years. T.C.A.’s men and women are 
among the most skilled in the industry and the Company’s greatest asset. 
the employees, the Board of Directors again extend their sincere appreciation 
for the loyal and effective work which has marked the year’s activities. 


$1,616, 965.65 $ 


North American Services 


Year 
1947 


$14, 869,577.63 $10, 450, 523.53 


3,808, 197.01 
449,447.29 
84,912.12 
81,905.29 
422,361.17 


$20,866, 936.33 $15, 297,346.41 


 $ 5,596, 608.14 $ 3,955, 603.04 


1, 344, 600.53 
3,551, 212.21 
1, 933,883.61 
1, 070, 666.20 
1,799, 852.67 
382,817.06 
869, 225.94 
62,188.85 


i $19, 249,970.68 $14, 845, 672.41 
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: To this must be 
_ added the problem of organizing for the seasonal fluctuations of traffic that, in 


To 


Overseas Services 


~ Year 
1948 


OPERATING REVENUES: 


PASSENGER. CAruti la a Menno Ar enn ea RAT Dd $ 6,771, 646.61 
US WEA BARR Oy SEI eae ES ANAL UAL ah 1,109, 731.51 
Proress andaCanro sec cauen Mi el ei 514, 217.02 
HEXOGSS DARE ATOU Nia Rok ONC eR ae 40,877.66 
Obarten and. Other yy cen gers (uns area 2,146, 916.71 
Incidental Services—Net................. 277,720.84 


$10, 861,110.35 


OPERATING EXPENSES—HE)XCLUDING DEPRECIATION: 


Plight Operations eee eee ne uhh $ 3,278,511.71 


Flight Equipment Maintenance.......... 1,924, 371.88 
Ground Operations es eee elit 1,693, 462.09 
Ground and Indirect Maintenance........ 1, 552,445.37 
PASSEN MON BCT VICO sods ue nee ee hee ake aoe 619, 462.49 
Traffic and Sales........... SCT eRe RUE eee 1, 201, 804.38 
Advertisings: and. Publicity. fy) ka 244,746.30 
General and Administrative............. 596, 960.40 
Miscellaneous Income—Net.............. 14, 672,39 


$11, 126, 437.01 


Surplus of Revenues over Operating Expenses 


451,674.00 


1,950,819.54 DepreEcIATION............... BV CR eae 


_ $ = 787,119.99 $ 1, 499,145.54 Operating Deficit or Surplus................ 
261,897.30 Interest on Capital Invested................ 


Pit Sak es Ge ae iia; oa ee 
mee 1,183,022.16.$ 1,761,042.84 Deficit or Surplus.............0 60.06. ee. 
a 


a 
; 


265 , 326.66 
1, 244,407.10 


before Depreciation and Interest. ........ $ 


$ 1,509,733 .76 
240,484.46 


$ 1,750, 218.22 


Ist. May, 1947, 
to 31st. Dec., 
1947 


$ 3,912, 069.71 
735, 013.40 
331, 556.59 

19, 849.62 
417,763.00 
67, 045.90 


$ 5,483, 298.22 


$ 1,246, 662.09 
612, 521.57 
1,009, 821.23 
691, 009.76 
349, 841.05 
619,013.18 
167,075.70 
307,078.13 
2,861.71 


$ 5,000, 161.00 


$ 483,137.22 
341,737.19 

$ 141,400.03 
5,096.72 

$ 136,303.31 
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Year 
1948 


215,172.24 
190, 852.42 


3,215, 780.92 


16, 089.35 
472,241.76 
1,381.94 
445.25 


North American Services 


Year 
1947 


$ 1,484, 644.26 $ 1,383,474.50 


187,380.11 
158,311.75 


1,940, 561.35 


40, 008.30 
240, 006.85 
5,368.01 
492.17 


$ 5,596, 608.14 $ 3,955, 603.04 


526, 346.05 $ 


575, 652.69 
121,731.49 
485,125.19 
890, 515.13 

95, 138.36 


5200 FLIGHT EQUIPMENT MAINTENANCE 
254 iAiretatt— Labour cgi (ey ON $ 


278,015.03 
228,755.51 
95,933.00 
316,616.04 
359,579.73 
65,701.22 


$ 2,694, 508.91 $ 1,344, 600.53 


210,527.74 $ 


205, 592.62 
25, 028.32 
359, 382.34 


495,710.55 
132,727.20 
287, 306.74 
131,323.49 
206,714.98 
132,971.28 
204, 469. 22 
64,567.41 
185, 088.06 
75, 078.66 
190, 806.48 
115, 754.70 
410, 145.90 
36,378.65 
73, 688.81 


39,832.56 
681.56 
39, 242.21 


239, 108.57 
129,577.11 
30, 306.51 
556, 710.89 


395,486.41 
135, 049.51 
249, 125.68 
117, 563.11 
251,919.11 
148,491.16 
189,511.51 
99, 809.92 
143, 437.54 
70,725.01 
215, 433.14 
75,811.65 
237,342.12 
83, 528.42 
76,994.83 


42,770.65 
102.00 
59, 407.36 


-———— $$), 


$ 3, 623,019.48 $ 3,551, 212.21 
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5100 FLIGHT OPERATIONS 


23 Captains and First Officers. ......... $ 
24. Other Rlight Personnel 2205 wy pone 
28 Training—Salaries and Expenses..... 
36 Travel and Incidental............... 
45 Aircraft Engine Fuel and Oil......... 
53° Other Supplies ayaa wey ON ee 
55 Flight Equipment Insurance......... 
Gf Clearance Heeatnr Qi erage ee ano 
247 Other Pxxpensese uc cea. wae 


Overseas Services 


Year 
1948 


Ist. May, 1947, 
to 31st. Dec., | 


1947 


549,851.46 $ 214,553.56 


289,573.89 
59, 198.12 
100, 768 . 22 


1, 867, 067.34 


8, 642.87 
403, 042.16 
113.95 
253.70 


$ 3,278,511.71 


26 Aircraft Engine—Labour............. 
27 Aircraft Other Equipment—Labour.. 
46 Aircraft—Material, etc............... 
47 Aircraft Engine—Material, etc........ 
48 Aircraft Other Equipment—Material, 


342, 834.85 
408, 016.28 

36, 100.40 
332,273.96 
741,850.03 


63, 296.36 


$ 1,924, 371.88 


6100 GROUND OPERATIONS 


21 General Officers and Superintendents. $ 
22 Station Managers and Assistants..... 
28 Training—Salaries...........2..5.... 


29 Ground Service Employees— 
Mechanical: ioral oks oa. 


29 Ground Service Employees—Cargo.. 
SOs Piebt Dispatchera sche cui bi eee. ie 
30i'Radio, Operators: Jo eit pa kes Mee 
30 ‘Teletype Opera torsiie cin ee eek ee 
36) Other Mriploveoss oi oieod ako salable 
a6: bravel Tncidentalit 2i1k srigliqse. koa 
37 Telephone, Telegraph and Teletype. . 


38 Light, Heat, Power and Water....... 


59) Cargo Teepe nse Saeki ends ar fy eta 
40 Agency Services and Joint Facilities... 
43. (Other Services euiia ieee outte wee 
44 Airport, Building and Office Rentals. 
44) Airport Landing’ Fees. 3.23 2.02502 25 
49 Servicing Supplies | cic wat se lates 
50 Stationery, Printing and Office Sup- 


64 ¢fem bershins a0 iis, eke) ocean coe 


74 Ochersxpenses sie 2000 SU, pew ca 
$ 1,693,462.09 $ 1,009, 821.23 . 


199,482.18 § 


55, 567.27 
36, 046.43 


115, 841.34 
104,423.14 
79,002.21 
8,261.82 
17,525.51 
130, 805.05 
136, 610.52 
49, 969.97 
23,406.25 
148, 619.22 
19, 635.08 
118,808.07 
48, 424.19 
240, 199.56 
43, 182.30 


46,325.78 
15, 227.86 


61, 098.34 


125, 396.93 
20, 904.04 
33, 807.63 

702,526.77 
10, 077.66 

138, 618.66 

389.07 
387.77 


$ 1,246, 662.09 


97,781.10 
135, 959.80 
31,209.39 
97,039.37 
186, 166.05 


64, 365.86 ) 


$ 612,521.57 | 


87,191.10 
18, 613.85 
14,023.75. 


199, 383.37 
62,245.85 
38, 285.87. 

6,252.49 
54,933.54 
54,498.86 
21,631.25 

7,584.42 
94,208.16 
8,536.10 

125, 430.18 
19,902.41 

104, 950.58 
17,678.62 | 


22,107.46 
5, 078.75 


47,284.62. 


he 
S 
‘4 


Year 
1948 


149,481.76 $ 


378, 601.65 
212, 234.48 
23, 982.16 
310,396.97 
174,631.15 
147,534.41 
219, 502.88 
207,484.15 
101, 691.78 
15,254.81 


- 88,809.79 


8,986.75 
26,771.02 
218,067.90 


168, 289.49 
35,875.46 


24,853.74 
17,733.24 

263.10 
36, 304.55 


35,439.40 $ 


289, 576.20 
6,178.19 
5,512.44 

112,461.26 

37,059.75 
578 . 24 


414, 842.20 
133, 773.32 
121, 647.59 
119, 129.22 
66, 130.14 
4,352.51 


North American Services 


Year 
1947 


\ 
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INCOME ACCOUNTS—Con. 


Overseas Services 
1st. May, 1947, 
Year to 31st. Dec., 
1948 1947 


6200 GROUND AND INDIRECT MAINTENANCE 


107,617.73 
280, 468 .03 
138, 777.96 
60, 734.45 
190, 260.54 
147,998.54 
126, 953.32. 
207, 442.67 
200, 029.81 
90,397.80 
9,929.27 
44,535.31 
6,661.91 
183,912.77 


103, 132.99 
29, 069.04 


10, 888.93 
6,553.34 
82.16 
1,543.72 


$ 2,566, 751.24 $ 1,933,883.61 


35,435.03 

245, 673730 
10,054.31 

10, 368 . 62 

84,950.20 

20, 148.00 

842.10 


332, 146.92 
115,114.76 
96,530.10 
66,771.26 
30.00 

50, 305.28 
2,296.32 


$ 1,346, 680.46 $ 1,070, 666.20 


21 


21 
24 
28 
35 
36 
43 
50 


51 
52 
56 
63 
64 
67 
74 


32,342.61 


General Officers and Superintendents. $ 54,102.59 $ 

‘Maintenance and Stores Supervision. . 258,373.40 121,275.90 
Equipment and Facilities—Labour... 97,294.52 37,809.78 
Training-—Salartes 3.2 on awe oe , 32,719.64 9,327.53 
Unallocated Shop Labour............ 180,930.71 34, 535.86 
Building Attendants. .......)0...0.6. 70,722.46 38, 012.34 
Stores Hm ployees a oye see see 102, 349.60 49,594.36 
Engineering Employees.............. 115, 926.66 88, 502.21 
Other Mimploveess; des ee 237,083.06 121,091.87 
Travel and Incidental................ Dowroleco 25,595.98 
Telephone and Telegraph............ 15,877.24 11, 987.63 
Light, Heat, Power and Water....... 33, 982.81 7,907.34 
Other Services. ieee Meee ea ee 10,859.33 — 
Building and Office Rentals.......... 32,343.43 10,118.36 
Equipment and Faculties — Material, 

OAD aD ee PATEL TAREE RILAT Syd URS RR 104, 363.24 46,025.76 
Shop Supplies............ ee ele eh 67,998.54 28, 886.54 
Stationery, Printing and Office Sup- 

DLleSa en Ger Ae aie Caan ine Weenie as 23,817.66 12,457.17 
Other Supplaesy corte en PF aetguatass Oe Yon 9, 202.29 4,517.32 
Stores Inventory Adjustment........ 15,619.24 — 

Meni bershipg i oG eis cea eias ieee 3.00 2.84 
OHET IGZDEHSES - eo) Ga ual RA a, 35, 744.72 11,018.36 


$ 1,552,445.37 $ 691,009.76 


6300 PASSENGER SERVICE 


General Officers and Superintendents. $ 18,741.77 $ 6,715.59 
Stewards and Stewardesses.......... 150, 615.94 68, 048.73 
‘Training—-palaries. <) 30 ca) bho. seks 2,832.38 1,958.16 
Other Employees sei Shera Sai on 2,768.61 1,531.38 
Travel and ‘Incidental. 0.000.062 ou. 49,489.06 18,379.04 
EROT Mer V ICES Mee Cone ah 13, 150.30 5, 502.98 
Stationery, Printing and Office 
POEL DIIOS (ieiear sarne heer araaet ste tepaadiale te 593.43 575.99 
Passenger Food Expense............. 127,612.40 54, 749.84 
Passenger Supplies. ao ees 46, 122.40 30,374.12 
Passenger Liability Insurance........ 47,823.77 76, 512.62 
Interrupted Flight Expense........... 144, 888.49 82, 223.63 
Membershipsicecs Gun ea hy ae — _— 
CiUStOMS LH RDONSesi, charosthanv ors owe 13, 746.24 2,661.26 
Other PApPEnses ii: ees cea ces el 1,077.70 607.71 
$ 619,462.49 $ 349,841.05 
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North American Services 


Year 
1948 


$ 85,151.15 $ 


129, 603. 
11,840. 
1,076. 
26,775. 
009, 169. 
332, 503. 
115,781. 
151, 127. 
128,880. 
166, 664. 
8,061. 
296, 489. 
34,613. 
112,581. 
71,398. 


2,867. 
3,155. 
9,945. 


$ 2,043, 684. 


$ 28, 962. 
248, 356. 

97, 836. 
41,039. 


$ 416,194. 


$ 12; 923. 
23,192. 

243, 309. 

19, 059. 
9,004. 
30,830. 
7,814. 
18,591. 

26, 656. 


31, 683. 


63,513. 
298, 342. 
10,983. 
46, 688. 
45, 287. 
27,154. 


$ 974,635.76 $ 
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INCOME ACCOUNTS—Con. 


Overseas Services 
Ist. May, 1947, 


Year Year to 31st. Dee., 
1947 1948 1947 
6400 TRAFFIC AND SALES 
77,257.05 21 General Officers and Superintendents. $ 50,073.80 $ 21,300.66 
30 $55,983, 461)\):22\ Traine Supervisions 2 eyo ee 76, 214.23 31,808.54 
63 20;116.92 28 Training—Salaries.....00.0..2..00 04; 6,962.97 5,897.38 
79 1.262 76) 29 BuildingiAttendants. esse ae 633.21 385.98 
13 34, 334.50: ~ 30, Teletype Operators... 2.0000) 005... 15, 745.33 10, 391.37 
18 3/8, 739.59) 32), Ticketing Employees. oi) oS 208, 860.00 118, 100.89 
58 372,416.96 32 Reservations Employees............. 195, 531.33 115, 698.80 
42 AOD TETS 2 8d) ¥, LAL OOLICHDOES 4 yrs auly ee bie Wel tess 4 68,086.17 17,357.08 
08 127; 930/26... 35: Other: Hmployeess i sae tke le oe 88,871.46 42,188.17 
08 90,977.54. 36 Travel and Incidental............... 75, 788.93 32,592.18 
51 163,731.97 37 Telephone, Telegraph and Teletype. . 98, 008.37 56, 866.11 
16 7,141.05 38 Light, Heat, Power and Water....... 4,740.43 2,376.56 
16 189,169.20 40 Agency Services and Joint Facilities... 174, 352.76 92,097.72 
51 165862229) \-:43‘\Other Services: 925. .07 0 8S Ae 20,354.75 7,206.01 
00 £163540)86.) 44:\Ofiree: Rentalses akin ae 66, 204.14 38,870.54 
Bi. 63,301.92 50 Stationery, Printing and Office Sup- 
Lesa Eh aioe DON GN A EC 41,986.31 21,179.99 
38 2,297.40). 53) Other Supplies \oeeniage aueih one an 1,686.19 1,209.66 
04 1371900 64 Mem bershins huca en ar Ciera 1,855.34 ceeded od 
Ge 8578-801) 44: (Other Hxpensese iain, nee aneeee ae 5,848.66 3,237.77 
09 $ 1,799, 852.67 $ 1,201,804.38 $ 619,013.18 
6500 ADVERTISING AND PUBLICITY 
48 §$ 24,935.83 59 Timetables and Distribution......... $ 17,031.61 $ 8,788.84 
51 275,314.19 60. Advertising—Space.......:.......... 146, 047.98 123, 964.61 
28 40,226.42 61 Advertising—Other.................. Of Daoked nk 18,128.44 
01 42,340.62 62 Other Promotional and _ Publicity 
TUSPOTSE SEN AE OQ Mirage COL ORIG nl OE BAT S3 732 16,193.81 
28 $ 382,817.06 $ 244,746.30 $ 167,075.70 
6600 GENERAL AND ADMINISTRATIVE 
19 87,424.63 21 General Officers and Supervision..... $ © 45, 785.43 $ ~=—-.29, 089.17 
85 23,839.20 22 Administrative Supervision—Other. . 14, 642.15 — 
72 20L 716797 A301 Other Wirployees iis 12. ua. oa hae 153,925.10 74, 500.52 
65 24,192: 20), 36) Travel and Incidental. i800 12,032.76 8,985.78 
10 11,790.51 37 Telephone and Telegraph............ 5,684.45 4,572.15 
00 37,999.99 39 Affiliated Company Charge.......... 19,170.00 12,000.01 
25 10,311.18 41 Professional Fees and Expenses....... 4,983.28 3, 604.69 
28 4,792.02 44 Office and Equipment Rentals....... 113737201 2,361.56 
11 25,581.87 50 Stationery, Printing and Office Sup- 
PLS Te Me tC ee ae mon te Sat he 16, 828.54 7,014.41 
09 25,380.81 55 Insurance—Public Liability and 
COT SE AE ERE, WM VM re eh iad ogy 8,891.12 7,570.58 
87 58,388.35 57 Insurance—Employees’ Welfare...... 90, 604.83 60, 924.58 
67 2A 108 | 9S so Oe ME CHSLONG atin. Me te tea mullet a iin, lates 149, 386.93 72,405.87 
96 45958014) 64: Memberships. 4, 2, ke ks hh. coe 6, 934.24 274.86 
73 41,210.27) 68") Taxes—Payrolli: po ee ee a 22,425.14 5, 216025 
96 38, 164.33 . 69. Taxes—General, 0.0. 00a yee: 16, 836.36 7,760.64 
33 30,726554) 74: (Other Hixpenses fern ce ae Mie 17, 143.06 10,797.06 
869, 225.94 $ 596,960.40 $ 307,078.13 


m | 


- North American Services 


4 


Year — 
1947 


5900 


‘Year 
1948 


} 


$ 1,370,951.01 $ 1,186, 435.43 


265, 045.52 188 , 843.82 
«808, 184. 64 263, 003.74 
220, 874.67 146, 883.58 

6900 

214, 209.80 165, 652.97 


, 2,374, 085.64 $ 1,950, 819.54 


iy i} 


my 
i 


~ North American Services 


a) 


Year Year Year to 31st. Dee., 
1948 1947 1948 1947 
7,912 9.769) Route Miles Operated(y) 2. fo. gdh 8,275 3,313 
15, 270, 649 15,543,485 Plane Miles Flown—Revenue............... 4,671,120 2,386. 709 
. 222,386 472,649 Plane Miles Flown—Training............... Pigeon Vals 51,978 
a 855, 600 671,514 Plane Miles Flown—Other Non-Revenue.. 425,144 117, 725 
y 532,555 427,967 Revenue Passengers Carried............... 32,821 15,815 
4 469 420 Average Passenger Journey—Miles......... 2,874 3, 134 
a 68 62 Percentage of Passenger Occupancy......... 61 73 
2,294, 088 | #939937) Mail Ton, Miles Flown. sc0.4)) oh dasa io) 369, 534 251, 562 
. 1,415,231 634,019 Express and Cargo Ton Miles Flown........ 941,270 508, 598 
a 192,871 130,086 Excess Baggage Ton Miles Flown........... 42,889 22,410 
ve COMPARATIVE OPERATING STATISTICS 
“4 for 
THE DOMESTIC SERVICES 
of 
TCA AND SIXTEEN MAJOR UNITED STATES AIRLINES 
in 
THE YEARS 1948 and 1947 
TOA 16 U.S. Trunklines 
% % 
Increase Increase 
or or’ 
1947 1948 Decrease 1947 1948* Decrease 
%evenue Miles Flown........ 15,543,485 15, 270, 649 1:76% 311,879,430 315,974, 688 1-31% 
Revenue Passengers Carried. 427, 967 532,055 24-44 12,246,353 12, 231, 580 0-12 
Revenue Passenger Miles.... 179,808,562 249,575,544 38-80 6,008, 122,000 5,790, 160, 000 3-63 
288,503,511 367,455,955 27-37 9,058,579, 000 9,945, 007, 000 9-79 
Revenue Passenger Load 
CO ite Fale wiare oie d= ln 62-32% 67-92% 8-99 66-38% 58-22% 12-28 
erage Passenger Load Per 
imevenue Mile. joe socks. 11-57 16-34 41-23 19-26 18-32 4-88 
erage Seats Available Per 
mevenue Mile. ue. 18-56 24-06 29-63 29-05 31-47 8-33 
Average Passenger Journey— 
Ths a sae MR RL Neri a CL Zp MY 420-15 468 - 64 11-54 490-60 473-38 3°51 
xpress and Freight Ton Miles 599, 1867 1, 409, 538 135-24 63,441,410 101,344,011 59-74 
Baton Miles! ieee o4.Pls 1,275, 909 2,294, 088 79-80 32,844, 774 32, 669, 163 0-53 
ads Pm ee 33, 731, 549 48,800, 587 44-67 1,209,477, 771 1,340, 641, 240 10-84 
Wiese une 19, 568, 569 28,195,275 44-08 682,135,634 686,993, 101 0-71 
58-01 57-78 0-40 56-40 51-24 9-16 


_* December Estimated. 
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INCOME ACCOUNTS—Cone. 


Overseas Services 
ist. May, 1947, 


Year to 31st. Dec., 
1948 1947 
FLIGHT EQUIPMENT DEPRECIATION 
Dey MIRO OL ee cote iia epee ate Mona Tat aden rete ge $ 669,417.96 $ 205,483.38 
76’ AiverattPneines )o.co 2 ea eS 224, 287.88 51, 670.84 
77) Airerait Spare Parts ceaeieepawss fee 155,580.35 36, 607.73 
77 Aircraft Other Equipment........... 116, 865: 24 34, 600.02 
GROUND FACILITIES DEPRECIATION 
78 Ground Property and Equipment.... 78, 255.67 Vaolocee 


$ 1,244,407.10 $ 341,737.19 


_ ‘STATISTICAL DATA 


Overseas Services 
Ist. May, 1947, 


_ + Freight carried for only four months of 1947. 
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The CuairMan: Well, gentlemen, do you wish to take the report page by 
page? I think that was the procedure we used last year. 

Mr. JAcKMAN: Mr. Chairman, I was away when reference was made to the 
statement which was submitted to the committee yesterday by this witness. I 
merely wish to go on record that I think it was unintentionally placed before the 
committee but nevertheless it was quite fortunate that a statement such as that 
should have been placed in the hands of members of the committee. I do not 
think I need to go into the reason for that but I do hope that such an incident will 
not occur again. | 

The Cuarrman: I think I explained how that happened while you were not: 
here, Mr. Jackman. Now, gentlemen, we are on page 3 of the report. 

Mr. Maysanx: You are not going to take up these statements and tables, the 
consolidated balance sheet and so on, right through to the back? 

The Cuarrman: No. | 

Mr. Futton: They are essentially all technical, are they not? 

The Cuarrman: Yes. Now we are on the report at page 3. | 

Mr. Futon: Could you give us a breakdown of the increase in revenue miles 
as between the Transatlantic service and the Canadian service? You have a 
figure there of $2,000,000 of an increase. | 

Mr. McGrecor: Yes, I think we could get that for you in detail. Is it not 
there? ‘ 

Mr. Fuuron: You give the route miles of each of the services but I do not 
think you give the increase in revenue miles. 

Mr. McGrecor: On page 22 of the statistical data the route mile comparison 
is shown; the revenue passengers carried, the plane miles flown, the revenue pas- 
sengers carried, the average ae journey, the total mail revenue—yes, I 
think it is all there, 

Mr. Fuuton: I take it that ae revenue miles mean the total mileage along 
the route multiplied by the number of flights? 

Mr. McGrecor: Yes. 


Mr. NicuHoison: On page 3 reference is made to the improved economic out-. 
look generally in the air transport industry. Is there any place in this statement 
where you give us figures showing how your operation compares with other lines? 

Mr. McGrecor: Yes, that would be found in the back of the report: on 
page 23. | 

Mr. NicHotson: Oh yes, I see that. You group the whole sixteen, don’t you, 
Have you separate figures on them? | 


Mr. McGrecor: No, I have not. 
Mr. NicHoutson: What about the British European ane B.O.A.C.? 


Mr. McGrecor: I have only given the net operating results of B.O.A-C. and 
the whole group in the table you see there. The B.O.A.C. figure I have includes 
British European and British South American. These figures were published in 
American Aviation in that form and that is the reason they are grouped instead 
of separately. 


Mr. Nicuoitson: But some of these sixteen are operating in Thansatlantid 
service? 


Mr. McGrecor: I know perfectly well that two of them are included there, 
Pan American and American Overseas. They are the only two flying the Atlantic. 


Right Hon. Mr. Howr: But this statement gives that. 
Mr. McGregor: Yes, but he was asking about operating lines. 
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Right Hon. Mr. Hows: Oh, I am sorry. | 

Mr. Viau: On page 3 you also mention traffic and your figures indicate that 
in your transocean service or traffic were included some 6,000 new Canadians flown 
from Europe, and there were also 9,000 people flown over the Rocky Mountains. 
The reference to that is on page 4. That is traffic, particularly the 6,000 D.P.’s 
is business of a type that will not repeat? 

Mr. McGrecor: Yes, that is true, those groups are made up largely of what 
one might call non-repeating groups of traffic. 

_ Mr. Viau: And did T.C.A. charge a special rate for these 6,000 new Canadian 
citizens? How would that affect the revenue plane miles flown? 

Mr. McGrecor: That revenue would not appear in the domestic treatment. 

Mr. Viau: Well, then, what about the 9,000 persons you flew over the Rocky 
Mountains? 

: Mr. McGrecor: That is in the revenue statement. Of course, as you know, 
a lot of that traffic was service we gave in co-operation with the railroads in 
connection with the floods in British Columbia. 

Mr. Viau: Well, would there not be a lot of emergency passenger traffic 
included in that? 

Mr. McGrecor: No, only what might be regarded as due to the flood 
conditions. 

Mr. Viau: But you did carry these 6,000 new Canadian citizens from the 
British Isles and Europe and you would not expect that traffic to continue in 
future years. I mean, there is no definite immigration policy at the moment 
and that is not the type of passenger traffic which will be available in future 


years. 


Mr. McGrecor: I think it would be a rapidly declining factor. And that is 
why the revenue from it is separated in the Atlantic report. 

Mr. Viau: Did you carry all these 6,000 people at the regular rate or a 
special rate? 

Mr. McGrecor: They were on a charter rate, not the regular passenger rate. 

Mr. Vrau: Would that be less as compared to the regular passenger rate? 
Could you give that to us separately? Could we have the operating cost? 

Mr. McGrecor: I think it would be impossible to segregate the operating 


cost associated with any one particular flight as compared to another. The 


aircraft were the same type of aircraft flown by the same crew; whether that 
particular aircraft brought back a charter flight or a regular traffic load is 
immaterial in relation to cost. 

Mr. Jackman: Do you receive the same amount approximately for this new . 
Canadian type of passenger as you do for your regular passengers? 

Mr. McGrecor: No, it is somewhat less. 

Mr. Jackman: And do you have any difficulty making up loads for the 
charter flights? 

Mr. McGrecor: We were not concerned with getting the load. That was 
the important feature in those special charter rates. 

Mr. Maypanx: You rented the ship? 

Mr. McGrecor: Yes. 

Mr. Jackman: Who paid those fares, how was the difference made up? 

Mr. McGrecor: As I understand it, the arrangement was that the immigrant 
provided the money to pay for his transportation. In a good many cases the 
D.P’s had the benefit of what was known as assisted transportation, but I believe 
in most cases the passengers paid their own fare. / 
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Right Hon. Mr. Hows: The uitertiatonal Relief Organization pays for a 

good many of these immigrants, you know. 
Mr. Mayzank: And does not I.R.O. pay it all in the case of D.P.’s? 

Right Hon. Mr. Howe: Yes. 

Mr. McGrecor: I think it pays them entirely. 

Mr. Maygpanx: I think it does in the case of D.P.’s. | 

Mr. McGrecor: There is no mixing of passengers on immigration charter 
flights with our regular passenger trade. 

Mr. JAckMAN: I take it though that they were all fully paid passengers? 

Mr. McGrecor: They were as far as the air line is concerned. 


Right Hon. Mr. Howse: There were a lot of people on this side who paid 
the fare for their relatives. It is possible for someone here to pay the fare, 
let us say for his mother. They make arrangements and pay for the passage 
with T.C.A. and T.C.A. brings them out. 


Mr. JAckmMAN: As far as the line is concerned they were all paying 
passengers? 


Mr. McGrecor: Yes. 


Mr. Fuuron: I would like to draw your atention again to the difference 
between the domestic operation and the overseas operation. I see from your 
observation in the report here that you anticipate that deficits will continue 
for a time, that you may eventually pay the cost of operation and that ultimately 
there may be a profit in the business. Can you indicate to us what the extent 
of the continuing deficit would be? 


Mr. McGrecor: That, obviously, would depend on the volume of traffic. 


Right Hon. Mr. Hower: May I say this, that the Transatlantic traffic is 
being built up in the same way as we have built up our domestic business. There 
is, of course, quite a difference between the volume of winter traffic and the 
volume of summer traffic. We are gradually building up our winter volume and — 
establishing regularity of service, and it is in that direction that we see the | 
possibility of making this operation profitable. 


Mr. Fuxron: I call your attention to the statement contained on page 3: 

Traffic was the heaviest on record. Nevertheless, Trans-Canada Air 
Lines, domestic, and Trans-Canada Air Lines (Atlantic) both suffered 
substantial financial deficits as sharply rising costs offset the highest 
revenues in the air line’s history. Added to the increased costs of labour 
and materials, there were the expenses incident to the introduction of a 
new four- engined fleet. The greater gross revenue in 1948 was due almost 
entirely to increase in passenger, mail and cargo traffic and, with the 
exception of Transatlantic passenger fares, not to higher transport 
charges. 

And further down you say’: 

The company’s financial position was, however, somewhat stronger 
than in 1947. The deficit from domestic services was reduced by a third, 
revenues being increased by 36 per cent, as compared with a 30 per cent 
rise in expenses. Domestic operating costs per available ton mile of 
transport fell by 10 per cent. Employees per 10,000 ton miles of saleable 
transportation on all services declined from 14 in December, 1947, to 
9 in December, 1948. With energetic traffic promotion and cost control, 
it is hoped that these trends will continue. The same cannot be expected 
of the new overseas air operations. 

And I suggest that we recognize there the fact that you have the opposite trend in 
your lines. 
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Boy Mr. McGrecor: That was certainly not intended by the wording. The 
- reference there was to the reduction of something like $600,000 in the deficit that 
occurred between 1947 and 1948 on domestic operation. We are very doubtful 
if the improvement in the net financial picture of the overseas service will be 
1 as rapid as that, but we are very firmly convinced that the deficit will decrease 
4 for the very reasons which the Right Hon. Mr. Howe has mentioned. We 
- now have services which have a traffic peak in opposite phase to the traffic 
peak, let us say, on the north Atlantic or Transatlantic operation. That. is 
) exactly what is needed to keep our equipment working as much as possible for 
4 twelve months of the year. 
j Mr. Fuutton: But you go on to say that, “T.C.A. has been required to. 
_ proceed in the face of expected operational losses.” And when you couple that 
statement with the sentence which preceded it, and the last sentence, “However, 
the action taken is considered to be justified by the direct and indirect benefits 
that accrue to the nation as a whole through the existence of such important 
_ transport services—benefits that do not appear on the company’s balance sheet,” 
it seems to me that the implication is not borne out by the figures. This is not 
an operation which is carried on for purely economic reasons or with the 
: expectation that it will show an operational profit. 
: Mr. McGrucor: It certainly is carried on with the expectation that it will 
- show an operational profit, and it will do so in due course. It will not attain 
that position as quickly as the domestic. 
4 Right Hon. Mr. Howe: We have been maintaining a service by boat for 
' either 20 or 25 years to Bermuda and the West Indies. It always operated as a 
- loss except in war time. But it was a service we felt should be maintained. The 
_ West Indies have always been good customers, and they have relied on us for 
- boat traffic. Since we had but three boats instead of five, we felt we ought either 
' to furnish alternative transportation or buy some more boats. We are going to 
’ get. a profit out of this Atlantic service at some time and I expect to be here. 
Mr. Fuuron: I understand that two million more revenue miles were flown 
' and it appears that that increase was on the Atlantic service. But, as Mr.. 
' McGregor has stated, it was partly, if not largely, due to the immigr ants carried 
and that will be a non-recurring traffic. 
a Mr. McGrecor: I would like to explain something about the trend between 
' 1948 and 1947. For part of 1947, we were flying the Transatlantic service with 
six borrowed aircraft which were not a capital cost to the company, and did not 
_ bear interest charges. For the remainder of 1947 and for part of 1948 we had 
these six aircraft in our possession. But in 1948 we carried the full shot of, 
' first, nine and then eleven North Star perssurized Mark 2 aircraft with their 
4 associated charges for depreciation and interest. 
— Mr. Fouuron: Yes, but you also aa the increase in revenue-earning 
_ facilities which they brought. 
i Mr. MicGrecor: Yes, but that would be limited by the traffic. offered. 
Mr. Mitier: To what figure was your capital investment increased in 1948? 
Mr. McGrecor: | think the figure for the year was $14,000,000. 
Mr. Mitier: That would be a considerable percentage of increase. 
Mr. McGrecor: Yes, several hundred per cent. 


Mr. Fuutron: What have you to say as to the effect of competition by the 
new American air lines? But I suppose it will be better to leave that question 
- until we come to the details of the Atlantic service. 

—— - Mr. McGrecor: With respect to our service providing transportation between 
- the United Kingdom and Canada, we do not steal a great deal of United 
4 States Wace ee on une other hand neither do the United States lines steal a 
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Right Hon. Mr. Hows: What proportion of the traffic between Canada and 
the United Kingdom do we carry? | 

Mr. McGrecor: It is more than half; it is more in the order of three- 
quarters. 

Mr. Futron: How many air line companies serve Canada and the United 
Kingdom? | 

Mr. McGrecor: Two, Mr. Fulton. 

Mr. Futon: BOAC and ourselves? 

Mr. McGrecor: Yes. 

Mr. Futton: And how many air lines serve Canada and Bermuda? 

Mr. McGrecor: One. 

Mr. Fuuron: Just ourselves? 

Mr. McGrecor: I beg your pardon. There is a service through the Colonial 


Air Lines which has a connecting service at New York, which can provide air 


carrier transportation between Ottawa, Montreal and Bermuda. 

Mr. Futton: And how many between Canada and the British West Indies? 

Mr. McGrecor: Just the one, T.C.A. It is possible to transfer by air over 
a combination of changes other than by T.C.A. 

Mr. JAcKMAN: Does the fact that you have a Bermuda-West Indies run 
mean that you can use on that run the planes which you ordinarily use in the 
summer time in connection with other services? Does it enable you to get more 
use of a plane per year because of that north-south route? 

Mr. McGrecor: That is true in so far as it relaites to the flights beyond the 
basic minimum of the service on the two different routes, which are concerned. 

Mr. JAcKMAN: It occurred to me there might be some benefit obtained by 
the interchange of equipment, perhaps, with other lines. I do not know if it 
would be possible. I think it was pointed out that we had something in. the way 
of a seasonal peak in Canada because of weather conditions. I wondered if it 
would be possible for us to lend some of our equipment, perhaps im the winter, 
and to borrow some equipment in the summer, just as they do in the case of 
rolling stock on the railways. Has such a thing ever been tried out, or thought 
about? 

Mr. McGrecor: Yes, it has been thought about a great deal and it has been 
tried, in reference to specific types of aircraft, between companies in the United 
States, to my knowledge, and perhaps elsewhere. But it is something which is 
fraught with difficulty, because it requires, first of all that the type of aircraft 
operated by the two companies be identical, even as to their instrument panels, 
so that the crew may have familiarity. We would have a problem and for that 
reason we are not susceptible to the idea, so far as American carriers are 
concerned who do not operate aircraft of ia type identical to the North Star. It 
is conceivable, however, that such a thing might be worked out. 

Mr. JackMAN: Have you a chart showing seasonal fluctuations in your 
traffic? 

Mr. McGrecor: No, I have not. It would be a very interesting item. I 
could read you the figures by months if you care to hear them. | 

Mr. JACKMAN: There is a very big hump in the summer. 

Mr. McGrecor: Yes. 

Mr. JAcKMAN: And it represents a minimum greatly over 100. 


Mr. McGrecor: Yes. ; 


Mr. JACKMAN: Might I ask what you call your figure for completed flights? | 


RAILWAYS AND SHIPPING 297 


_Mr. McGrecor: We have a percentage of flights completed. I believe it 
is in the statistical data; and we also maintain records which are not included 
‘in our annual report, of the percentage of total flights departed, classified as (a) 
on time; (b) within ten minutes of schedule; (c) within an hour; and similar 
figures for arrivals. Those percentage figures, which are the crux of air line 
service, are showing increasing improvement. 


Mr. JACKMAN: You have them listed on page 22? 
Right Hon. Mr. Howe: I do not think you have them. 


Mr. McGrecor: The figure for 1948 was 96-1 per cent of schedule mileage 
completed. 


Mr. JACKMAN: Completed eventually, if not on time? 
Mr. McGrecor: Perhaps. 
Mr. JacKMAN: Does that only apply to domestic or to both? 


Mr. McGrecor: That is the domestic figure, and 95-3 per cent is the figure 
for the overseas service. 


Mr. Jackman: If you were held up for six hours at Goose Bay or Gander, 
or held at a London airport, that would still be a schedule flight completed? 
Mr. McGregor: Correct. 


: Mr. JAcKMAN: Where is the figure showing the amount of delay in 
completion? 
. Mr. McGrecor: The only satisfactory way we could record that is in the 
manner which I described. 
| Mr. JacKMAN: The reason I asked is because—well, I may have suffered bad 
luck; I do not travel very much by air—but there always seems to be a delay 
particularly with respect to the Transatlantic service. On a trip which I made 
there was from four to six hours delay to Newfoundland. ‘Then, while the 
weather was quite all right there, if we took off, we might not get back to 
Shannon or Prestwick, so we did not take off. And en route to Newfoundland 
we went to Greenland and we had something wrong with the door closing. So 
that took some hours of delay. There had been a head wind against us, a wind 
of 60 miles an hour, and it was decided to refuel. Then, at Sydney they had 
to obtain the services of a welder from the town in order to fix something on 
the exhaust. That meant a further delay. In fact, we were delayed at all 
"stages of the route coming back and also going over. I did not save very 
much time by not going via a fast ship. My wife followed me a few days later. 
and she was also delayed, but this time by snow. I cannot blame you for that. 
How regular are your flights? And can anything more be done about it which 
will not violate the cautious policy for which the line, quite justly, is famous? 
Are we bound to have delays all the time, or just particularly in October or 
_November periods? 


. Mr. McGrecor: I think the description of your flight indicates that it 
was very much “hoodooed.” Adherence to schedule on the Atlantic—and this 
is true of all the air lines operating over the Atlantic—is not nearly so good 
as compared to domestic services because of some of the facts you mentioned. 
i The aircraft are required to take off with full loads of fuel, and they must 
_be very certain, as there is a point of no return referred to in all Transatlantic 
Bfights, that when they do take off they are able to get to either their destination 
or to a satisfactory alternative. The point of no return being in a flight is one 
of great interest to the airline, to its crew, and naturally to its passengers. 
The question of improvement of regularity—whether there is only a rift of 
sunlight in the clouds or not—is being looked at optimistically. Two things 
affect it, the influence of the weather being the first. Continued installation 
of more satisfactory equipment which permits landing in the lower limits of 
weather and visibility is going apace, and has already had an effect, particularly 
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on our own domestic and Transatlantic operations. The question a mechanical 
dificulty is one that is very rapidly decreasing in importance as many small 
mechanical sources of delay are located in a new type of aircraft and corrective 
action taken by design—but it is a surprisingly slow process. 

Mr. JAckMan: You have a very high record on both the domestic and 
overseas services as far as schedules completed is concerned, but could you 
say that 50 per cent of the overseas journeys are completed on time, or within 
perhaps an hour? 

Mr. McGrecor: As I remember, the figure is something like 55 per cent. 
within 30 minutes, but the figure varies widely with the season. | 

Mr, Fuuron: Before we adjourn, may I ask whether Mr. McGregor or his. 
officials could bring for the meeting tomorrow a breakdown of the figures for 
the overseas service as between U.K., Bermuda, and British West Indies service, 
with particular reference to revenue, operating expenses, and net deficits. T 
am speaking of figures for 1948. 

Mr. McGrecor: I cannot say whether it would be possible but I would point 
out that all three services have operated for different periods in 1948 and [ 
wonder whether the figures would mean anything. The Bermuda service began | 
in the summer. The Caribbean service began only on December Ist, which | 
would be only one month. | 

Mr. Fuuiron: Would you get figures on the Caribbean service up to the. 
present, or as near to the present time as you can? Perhaps we could have a 
four-month period? " 

Mr. McGrecor: I do not think the March figures are compiled. 

Mr. Futron: Could you get figures for us for the duration of the Bermuda | 
service and for the year on the U.K. service? : 

Mr. McGregor: I will see what I can do. 

The CuairMan: Gentlemen, we will adjourn to meet again komonroy 


The committee adjourned to meet Thursday, April 7, 1949, at 11 a.m. 


q 
si 
: 
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MINUTES OF EVIDENCE 


HovusE ofr COMMONS, 
April 7, 1949. 


The Sessional Committee on Railways and Shipping met this day at 
11.00 am. The Chairman, Mr. 8. M. Clark, presided. | 


The CuHatrMAN: Gentlemen, we have a quorum. 

At this point I might say that there is an odd member slipping away home 
and if we can clean this up today it will be helpful. 
Mr. Maysank: To say that an odd one is slipping away is an understate- 


Mr. Huynxa: I think, Mr. Chairman, we should make our recommenda- 
tion now. I must leave at 12.15 today. I do not think the officials before us 
are going to change their minds nor do I think that we will change our minds. 
Why not vote on the matter, and make our recommendations? Then, we could 
discuss whatever other matters are left. 

Mr. Mriter: You are speaking of the proposed move to Montreal? 

Mr HiynKa: Yes. 

The CuHatrMAN: I have not had too much experience with this job of mine, 
and I have just been talking to the clerk of the committee. I do not want to 
dodge anything in any way but this particular matter is not mentioned in the 
report. We have always had a meeting, when the proceedings are finished, 
for the purpose of making recommendations to the House. Now we are really 
taking evidence—you may check me if I am wrong—but we are really taking 
evidence from the witnesses, asking questions, and so on. When we prepare 
our report to the House we generally do so at a special meeting for the purpose. 
is that not correct, gentlemen? We always have a meeting and our recom- 
mendations to the House, if any, are considered at that meeting. 

Mr. Maypanxk: We generally have an executive session, is that what you 
mean? i 

The CuHarrMAN: Yes, before any report is sent to the House. 

Mr. Mayranx: I believe there have been some exceptions to the statement 
but they would be of this nature. There have been times both in the handling 
of the C.N.R. report and the T.C.A. report when, at the conclusion, the motion 
would be that we accept the report. That is about all there was to it and the 
chairman, thereupon, drew up a short report. I think those are the only 


‘exceptions. When there was anything of a debatable nature we have had these 


executive sessions and I know in one case we had two or three sessions in 
connection with the C.N.R. report. The main point which you are now making, 
Mr. Chairman, is that we generally have dealt with recommendations in an 
executive session. 


The CHatrMaAn: Yes, that is it. The only reason I made my suggestion 
is that this controversy is not included in the report, and I wonder whether you 
would rather have that executive session now. 


Mr. Futron: Why do we not have our executive session now and decide on 


this particular matter? We could finish it and come back this afternoon to the 


report. Perhaps we could even proceed with the report during the balance of the 
morning, after the executive session. 
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The Cuarrman: That would be possible. | ast 

Mr. Maypanx: You are not suggesting by the fact that the item is no 
mentioned in the report that it is outside of our terms of reference? 

The CHAIRMAN: No. 

Mr. Maypanx: I did not think so. wae 

_ The CuHairMAN: It could be dealt with separately from the adoption of the 
report and the auditor’s report. If we make any recommendations they will be 
included in the report which goes to the House. 

You have heard the suggestion, and many of the members here have been 
connected with committees longer than I have. 

Mr. Mayspank: I think the position you have taken is quite correct. Mr. 
Fulton’s suggestion is that we go into executive session and come back to the 
report later. 

Mr. Mutcu: There might be some virtue in the suggestion in that the two 
matters keep crossing each other, and consideration of one delays the other. 
It might speed up the adoption of the report and the examination of the 
auditor’s report if the other business was out. of the way. 

Mr, Maysank: In order to test the feeling of the committee perhaps it 
might be moved now that we go into executive session and deal with what report 
will be submitted on this one matter. I will so move. 

Mr. Miuuer: I second. 

The CuHarrMAN: It is moved that we go into executive session and deal with 
the particular phase of our problem which has been mentioned. 

. Mr. Nicuotson: Before the motion is put I would say that it seems to me 

of value to have the whole report discussed. We did not have a complete 
discussion yesterday. The officials are fairly busy people and I would not 
imagine that it is necessary to keep them waiting. We have heard the evidence 
of the Winnipeg delegation and we have had the company point of view, but 
this proposed discussion might take considerable time. It would hardly seem 
necessary to keep the officials of the company here while we debate the question 
and then have them come back so that we can discuss the report later. 

The CuarrMAN: I would say that phase of it has been pretty well covered 
but perhaps someone would have questions to ask. 

Mr. Miturr: It would be likely to save time for the officials in the long 
run. . 

The CuHairMAN: I believe it would. The matter has reached a point where 
we might as well decide it. Mr. Maybank moves that we deal with this one 
phase in executive session. Shall the motion carry? 

Carried. 


(The committee went into executive session.) 


AFTERNOON SESSION 


—The committee resumed at 4.00 p.m. 

The CHairMAN: Gentlemen, we have a quorum. I wonder if we may go 
on with the report. 

Mr. Moorz: Mr. Chairman, before proceeding this afternoon I would like 
to rise on a question of privilege. 

At a meeting which was held this morning in this room we were told we 
- were in camera—at least that was my understanding. However, just before I 
came to this meeting I was approached by a member of the press and asked 
questions pertaining to the proceedings which took place this morning. I 


fu 
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j informed the gentleman that I was under the impression that it was a closed 


discussion and I did not feel that I could give him any information. He then 


- went on to inform me that a press report had gone out from this meeting. 


re eel a 


I would like to know if that was in order? 
I might say, that before coming in, I went to see Dr. Beauchesne and asked 


him if it was in order for members to give press reports of a meeting held in 
camera. Dr. Beauchesne informed me it definitely was not in order. 


I would like to know the idea behind the press report going out from a 


_ meeting, which to most of us, was in camera. 


I might add that I have no objection to the reports, on my own behalf, 


- but I do object to meetings being termed in camera and then reports being made. 
If that kind of thing is done it is obviously impossible, in the House of Com- 
- mons, to hold meetings in camera, and it might possibly be that information of 
a much more serious nature than that discussed this morning could be disclosed 


to the great danger of the country as a whole. 


Mr. Mayspanx: I th.nk I can cast some light upon the matter of complaint. 
It should not be thought—or at least I do not thing it should be thought 


: —that any member of the staff of the House of Commons gave out such a 


as als bite es rine nue or mai ie Age Ps a 


people. 


statement, although I believe that he would have been quite justified in doing 


so. The clerk has kept a record and that record is for the benefit of the public 
and will be printed in due course. 

However, the facts respecting the giving out of information, as far as I know 
them, are as follows. The press came into this room immediately we had risen 


- and they asked what had taken place. I think they were addressing the clerk 


or partly him, partly me, partly Mr. Mutch, and partly two or three other 


I stated to the press, because I was the one who could give the information © 


best at the time—the motion which I had made. I stated to the press, likewise, 


either the exact words or as nearly as I could the motion made by Mr. Nicholson. 


I told the press that the motion was put first—Mr. Nicholson’s motion—, had been 
defeated. I do not think I told the press, but rather somebody else told them, 
- how various people voted in Mr. Nicholson’s motion. 


A little later I was asked if I could state how people voted on my motion 


and I said yes I could, and thereupon I did so. 


That clears up the factual matter lying behind the report. 
The next comment I would make with reference to Mr. Moore’s question 


of privilege is that there is no question of privilege involved. A meeting in 


camera is not. a secret meeting but it is a meeting held in that way for convenience. 


- Had that idea been made perfectly clear in the beginning—that we desired 


to meet and discuss our positions in secret—there would have been objection 
- lodged from several members immediately, and I would have been one of them. 
As far as I am concerned, when I meet in any meeting of that sort, any person 
_ who reports accurately facts respecting me is quite within his rights. Further- 
- more any person who reports accurately anything which is done is quite within 


his rights. There is no rule, either in Beauchesne or in any other place, which 
can impose secrecy upon the elected members of parliament with reference to the 


discharge of their duties, with but a very few exceptions. One outstanding 


exception is the secret session of the House of Commons when it is held in 


wartime. Another occasion is the secret session of committees such as the com- 
mittee on Defence of Canada regulations. The distinction is drawn in those 


cases that the meetings are secret, necessarily so by reason of the things discussed. 


The facts which I disclosed to the press, I had a perfect right to disclose. 


7 As I have said I informed them of the terms of my motion and that it was 
_ defeated six to five. I stated those who voted against it—I stated that 
_ Mr. Moore voted against it, that Mr. Nicholson voted against it, and I stated 
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which others voted against it. I have no apologies to offer. I was quite within 
my rights and I accord to any person else the same rights to describe any 
action of mine as long, of course, as he is accurate, as I was accurate in my 
description of Mr. Moore and what he had done in this committee. | 

Mr. Moors: Mr. Chairman, that is not the point I raised. I would like 
to know whether members of these committees which hold secret sessions. 
individually as members, are permitted to make statements to the press. If 
that is so it is quite all right but I want to claim that privilege and I do not 
want to deny a member of the press a statement from myself if it is in order. 

Mr. Maysanx: It is not a privilege, it is a right. 

Mr. Fuuron: I think a distinction should be drawn—and I am expressing 
my own impression here—that it was an executive meeting in camera and 
distinctly not a secret meeting. | 

Mr. Maypank: If that had been the intention what do you suppose the 
people around the table here would have said? 

Mr. Fuuton: I think what I have stated is the fact. 

Mr. Nicwoxtson: I have no objection to telling the world how I voted but 
I cannot see merit in the suggestion that members of the press should be 
excluded when we confine the discussion to members of the committee. As 
I feared this morning’s business was being turned into a political manouvre ~ 
to hurt T.C.A., and the discussion this afternoon confirms my suspicion, in 
that Mr. Moore and I are being represented to the people of Winnipeg as 
the members who have killed the motion for delaying the move for a year. 
I think it is most unfortunate that we met this morning and had the discussion. 
I felt that with five Manitoba members here out of the eight, that we should 
delay until we had a larger group present. My motion was voted down, and 
the motion moved by Mr. Maybank was quite unsatisfactory to the people 
of Winnipeg and to everyone else, but he gave a press statement after we 
had adjourned for the obvious reason of embarrassing Mr. Moore and myself. 

Mr. Maysanx: No obvious reason at all, except the reason of truth. 

The CHarrMaAN: Gentlemen, have we a book of rules here? I think, when — 
the witnesses have been cleared from the room, we have had executive meetings 
before. I think the clerk kept a record and at some point that record would — 
become— 

Mr. Maysanx: It is public property. 

The Cuatrman: Yes. I may be wrong, but it was my idea that when 
we had cleared from the room the non-participants, the members of T.C.A., 
it would give a free discussion; we could tear down our hair and really go to 
town. 

Mr. Nicnotson: Why did you ask the press to retire? 

The Cuarrman: I do not think I did. 

Mr. Mutcu: I have no recollection of that. 

Mr. Lockuart: They were all asked to retire. 

Mr. NicHotson: The room was cleared. 

The CHarrman: Has anyone a rule book? 

Mr. Mayspanx: I recall this to you. Many executive sessions of the Prices 
Committee were held last year and almost immediately what was said in a 
session was made a matter of public controversy in the House. Mr. Fleming, 
for example, said with reference to something discussed when drafting the report, 
that Mr. Maybank at a certain executive session said so and so, came in with 
such and such a motion, and generally discussed my action. I had no complaint 
unless he had been inaccurate and in the particular matter I have in mind he 
was accurate. That procedure has been followed to a considerable extent as 
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well in the Radio Committee. As soon as the Radio Committee had an exe- 
cutive session the information was in the press. Why should it not be in the 
press? | 
‘ The only responsibility upon anybody who knows the facts is to be accurate, 
_ and nothing else. 
Mr. Moore: Was there a record kept of the proceedings that took place in 


j camera? 
E Mr. Maypank: There will be, regarding motions. 
| Mr. Moorr: If there was a record kept I have no objections. 


: Mr. Maysanx: Since the record happens to be under discussion, when I 
"was giving the statement to the press of which I have Just informed the committee, 
and by the way I was not alone— 

| Mr. Murcu: No, I was present and I took no exception. I have just come 
into the room now. | | 

; Mr. MaysBank: I did not mention your name because it is not necessary to 
scatter responsibility, and certainly it 1s not very serious responsibility. At any 
Beste, while I was present the newspaperman turned to the clerk, asking about 
' the record and he was informed by the clerk that a record had been kept. 
_ As a matter of fact, you can look up the reports of any committee and you will 
find all motions that are made. What in heaven’s name would the use be of 
_ making any decision and recording it if it does not find its way into the public 
: record. There would be dispute as to what had been decided. 

Mr. Murcu: It is a universal practice for the secretary to record not 
conversation but decisions of the committee. His record is incorporated in the 
7 report of the committee. 

q I have just now caught up with what is going on here and I would say that I 
_ added my quota of information to anything that might have been forgotten. 
_ There was nothing unusual, as a-matter of fact I still do not see anything 
4 unusual. about it, and, if I look penitent, it is because I have a sore face. 

4 The Cuarrman: Beauchesne’s parliamentary rules and forms, item 640 says 
- “Any member of a select committee has a right to have the room cleared if he 
_ wishes to take the opinion of the committee upon any matter arising”. 

a The clerk informs me that a record has been kept and that it is printed with 
' the rest of the evidence. 
Mr. Nicwotson: Does that include the names of people voting? 

The CuerK: Yes, if it is a recorded vote. 

Mr. Nicuoison: Was this a recorded vote? 

4 Mr. Maypanx: No, it was not a recorded vote. I recorded the vote after- 
_ wards and if any person thinks I was inaccurate he may say so, but I say that I 
- was not inaccurate. 

The CuHairmMAN: I am sorry this discussion has come up. 


| Mr. Locxuart: The whole thing is a fiasco and it does not do credit to the 
great work being done by Trans-Canada Air Lines. 

Mr. Maypanx: I do not think that Trans-Canada Air Lines is involved 
in this. 
a Mr. Moore: Since I raised the point I recommend that it be dropped. 
_ I just wanted to be sure of the information. 

g The CHatrMANn: I appreciate that, Mr. Moore. 

4 If I made any mistake, I am sorry. I did not give any information but 
that is not the point. This is just a discussion over a certain rule and what takes 
place or does not take place. I might just pass it over to you, Mr. Moore. 
_ Iam not an expert on rules but the clerk has handed me that information. 


a 
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Mr. Maypanx: Whether I am agreeable to it being dropped or not dropped 
is one thing, but I wish to remark that I am completely unrepentant. 

The CHatrman: Gentlemen, let us take up the report where we left off. 
We had dealt with page 3. Let us deal with pages 4 and 5. When we adjourned 
Mr. Fulton suggested that he had certain questions. 

Mr. Fuuton: I ended by asking for certain figures on the overseas service 
which I have now, thanks to the company’s officers. I think my further questions 
can be better related to the detail of the domestic and overseas operations. 
I have no questions for the moment. : 

The Cuatrman: Are there any other questions on pages 4 or 5? What about 
page 6, sources of T.C.A. revenue, service development, nature of T.C.A. 
expenditures? 

_ Mr. Furton: I was going to ask about some of these services. I see they are 


referred to on page 8. Perhaps I had better wait till we reach page 8 before I - 


bring that. up for discussion. 

The Cuairman: What about passenger traffic, page 7? . 

Mr. Huynxa: I was going to ask you, Mr. Chairman, if there is a special 
rate in connection with those 6,000 D.P.’s which were brought over by T.C.A.? 

Mr. McGrecor: The 6,000 to whom you refer were not regular passenger 
flights. They were passengers carried on special charter flights arranged with 
the department. I am not quite clear as to exactly what that arrangement is. 
I do know that we charge them a fee for the charter service. ‘ 

Mr. Huynxa: Then I would like to ask you this question about that: 
Would the T.C.A. be equipped to increase or speed up the immigration traffic 


from Europe to Canada? Would you have a sufficient number of planes to be © 


able to increase your present volume of traffic of this kind? 


Mr. McGrecor: The possibilities are very good, depending on the season. 


During the summer and autumn regular passenger traffic is quite heavy and we 
usually have capacity loads, but that is not so in the winter months and during 
the winter we might be able to increase the number of passengers of this type 
we carry. 


Mr. Huynxa: What number per month are you carrying at the present | 


time? 


Mr. McGrecor: I would hazard a guess that it would be at least 2,000. — 


Mr. Huynxa: Has the Department of Immigration or the Department of | 
Labour communicated with the T.C.A. to see if there is any opportunity of © 


increasing the number of immigrants being carried on this type of service? 


Mr. McGrecor: No, that arrangement is not one in which we are directly | 


concerned, The arrangement is that we supply a specified number of flights 


per month with the privilege of extending the specified minimum number of — 
flights. What the arrangements are with the department, other than that, I am © 


not in a position to state. 
Mr. Htynxa: But they are not being used continuously at the moment? 


Mr. McGrecor: No, they are only being used intermittently at the present — 


time. 


Right Hon. Mr. Hows: I think the situation there is that surface trans- 
portation has improved a great deal and using it for the purpose of immigration 
is being found more satisfactory. 


Mr. Maypanxk: What was that? 

Right Hon. Mr. Howe: Surface transportation—boats. 
Mr. Mayzank: I thought you said service. 

Right Hon. Mr. Howe: No, surface transportation. 
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The CHatrmMaAN: Are there any more questions on page 7? 

Mr. Futon: I was going to ask you what the difference is between revenue 
passenger miles and revenue miles? 

Mr. McGrecor: Revenue miles refer to aircraft as a whole. Revenue 
passenger miles is the number of passengers actually travelling the air line. 

Mr. LocxuHart: I want to ask you a question about air mail. I understand 
that there are two kinds of air mail, that there is that which is actually designated 
as air mail and which carries the 7-cent stamp, the regular air mail rate, and 
also that there are times when other first-class mail is carried across the ocean, 
regular mail. Is that correct? 

Mr. McGrecor: You mean on the transocean flights? 

Mr. LocxnHart: Yes. 

Mr. McGrecor: I do not know of that being done, but we will carry at the 
fixed mail rate all mail that is turned over to us to carry. You see, when the 
mail comes to us it is bagged mail, we do not know what classes of mail are 
contained in the bags. 

Mr, Lockuart: Then you would not be in a position to say whether it is 


air mail or not? 


Mr. McGrecor: No. 

Mr. Locxuart: I have been informed that there is a lot of mail on which 
the air mail rate has not been paid that is being flown air mail, and I wondered 
why that was being done. 

~ Mr. McGrecor: I do not know personally about that, but I believe it 1s 
done. e 

Mr. Fuuron: I understand that you are negotiating a new mail contract 
now? 

Mr. McGrecor: Yes. I think there is some suggestion that a contract is 
not entirely necessary and that the arrangement might be covered by a special 
agreement between the post office and the company; that the now expired 
experimental basis of remuneration be continued. 

Mr. Fuuron: You say in your last paragraph under the heading mail traffic; — 

No new mail contract was negotiated in 1948, the post office paying 
T.C.A. at a fixed monthly rate of $450,000 during the initial and experi- 
mental period of first class mail transport. This arrangement will 
continue until March 31, 1949 and provides, roughly, for a rate of $2 
per ton mile, a lower return that is received by airlines of comparable 
size in the United States. 

Mr. McGrecor: Per unit of mail carried. There are three or four points 
in the present arrangement which favour it from the standpoint of the Post 
Office Department as well as from the standpoint of the company. It is a 
fixed revenue which does not fluctuate in relation to volume of traffic and that 
is a very satisfactory thing to have from the economic standpoint. It is a better 
arrangement. 

Mr. Maypank: With reference to mail, is it a fact that letters-carrying four 
cents are very often if not usually carried air mail just the same as letters which 
carry the 7-cent air mail stamp? That does not make any difference in the 
rate you receive? You do not know whether the mail you carry bears a 7-cent 
stamp or a 4-cent stamp, do you? 

Mr. McGrecor: No. 

Mr. Mayzank: In other words if there is a loss on a 4-cent letter by sending 
it air mail it is the postmaster’s loss? 

Mr. McGrecor: That is correct. Our contract calls for us to carry all mail 
that they give us, providing it is first-class mail not over one ounce in weight. 
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Mr. Mayank: Yes, I see. ene | 

Mr. NicHotson: Have you any information as to the percentage of 4-cent 
rate mail that you are carrying? 

Mr. McGrecor: No. The arrangement is that we carry all the mail for 
which we have cargo space available. We have had no substantial difficulty in 
doing that so far. 

_Mr. NicHotson: And what is the advantage of paying the 7-cent air mail 
rate instead of 4 cents? | 

Mr. McGrecor: None that I can see, but I do not know why it is still 
being done. I think when people put.a 7-cent air mail stamp on a letter they 
expect that it will be carried air mail, they feel that they are sure that it will 
go air mail whereas if it only carries a 4-cent stamp the quesiton of its going — 
air mail is problematical. I would say, however, that we are getting a great deal 
of first-class mail. : 

Mr. NicHotson: Suppose you mail a letter at Ottawa to-day at the 4-cent 
rate, that it is addressed to Vancouver, would it go to Vancouver air mail 
regardless of the space available? 

Mr. McGrecor: There are two points concerned there, the first stipulation 
is that each individual mail unit shall be only up to an ounce; the second 
stipulation under the post office agreement is that air mail shall be dispatched 
as expeditiously as possible. 

Mr. NicHotson: Does all this mail go by plane? 

Mr. McGrecor: Yes, essentially all of it. There may be occasions when 
there would be more mail than our flights could carry, and sometimes we are 
limited by weather conditions, low ceilings and that sort of thing. Let us say 
that we had more mail than we could carry out of Toronto on our night flights. 
Any left over, let us say it was going to Ottawa, would be sent forward by 
the night train to Ottawa as being the next most expeditious way of getting 
it. there. : 

Mr. Viau: Have you blind flying facilities at all your airports? 

Mr. McGrecor: No, not at all of them. 

Mr. Viau: The reason I asked that is this, that I took a plane in Winnipeg 
on a Tuesday evening expecting to be here early Wednesday morning and I 
wound up by landing in Montreal. The next flight I got out of Montreal was 
supposed to bring me here and I landed up in Toronto. I then got on a plane 
in Toronto and found myself back in Montreal— | 

Mr. McGrecor: I remember, that case was a classic one. We heard a 
great deal about it. 

Mr. Viau: I know that I had to change in Toronto, and then I was back 
in Montreal, and then I was in Toronto again. Finally I had to use rail 
transportation to get here. I was wondering if your air mail is handled in 
that way tou. 

Mr. McGrecor: No. That was a most unusual experience you_ had. 
If we had more air mail in Toronto than we could handle it would be entrained 
and sent forward to its destination in that way as being the surest way of 
getting it through at night. 

Mr. Fuuron: Have you blind landing facilities at all your airports? 

Mr. McGregor: No, not yet. 

Mr. Futon: Can you land at all fields under all kinds of weather? 

Mr. McGregor: No, there are limits. We have not finished installing our 
blind landing equipment at all airports, but that is being proceeded with. As 
you appreciate, there are limits, safety limits, which must be strictly observed 
and we cannot bring an aircraft in to land when the limit of visibility or the 
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a ceiling is below the safe limit. ‘There are specific limits and those limits are 
qa determined by observation. If the ceiling is lower than the stated minimum : 
_ the aircraft passes up that point and does not come in to land. : 
_. Mr. Fuuron: On page 9 of your report you say, “The installation of 
instrument landing systems proceeded at major airports. This radio device, 
which provides precision landing guidance to aircraft when visibility is poor, 
_ promises new standards of schedule reliability to Canadian aviaton. T.C.A. 
aircraft are equipped with the I.L.S. and its crews have been trained in its use. 
At the end of 1948, ground units were in operation at Montreal, Toronto, 
Winnipeg, Saskatoon, Lethbridge, Calgary and Vancouver”. Why are not 
_ Malton, Moncton, Sydney and Windsor equipped in the same way? 
Mr. McGrecor: I think that is a matter of time and money and getting 
_ around to the installation of the service. We are equipping the airports in the 
order of their importance from the standpoint of volume of traffic. I am speaking 
now of a matter which is entirely under the Department of Transport. 

Right Hon. Mr. Howe: In the case of Moncton they needed a new runway 
and that is now being installed. 
Mr. Emmerson: That is being installed now? 
Right Hon. Mr. Hown: Yes. 
Mr. Emmerson: Do you intend to install one at Sydney? 
Right Hon. Mr. Howe: Not yet, apparently. 

_ Mr. Fuuton: We read in the press reports that in connection with the 
Berlin airlift the pilots over there are bringing their planes in and landing 
successfully under the most adverse flying conditions. Is there anything 
being developed over there which we could apply to our service to advantage? 
Right Hon. Mr. Howe: Over there you see they are not carrying passengers 
and they can of ‘course take more chances. | 


Mr. Futron: I would like to ask you whether you think there are any 
technical developments there which are in advance of what we have? 


Right Hon. Mr. Hown: Do they not use the I.LS. generally? Yes. 


Mr. McGrecor: I understand they use both the G.C.A. and ILS. on the 
- Berlin airlift; but they have not got the traffic liability and therefore they 
would do things which would not be done by passenger-carrying aircraft. 


. Right Hon. Mr. Howe: I.L.S. will get you down 994 times out of 100; 
_ but that is not good enough for a load of passengers. | 


Mr. Maypanx: When I was over there in April, they had several crashes 
_ within a week, with some resulting deaths. I think that the English had more 
_ than the Americans, 

: Right Hon. Mr. Howe: That is where the 4 of 1 per cent came in. 


a Mr. Maysanx: That may well be. They could have several, and still 
: have a low percentage. 

' Mr. Nicwotson: On page 8 we have the routes listed. I understand there 
is a new service to go on shortly between Vancouver and Edmonton? 

: Mr. McGrecor: It is proposed, for the summer months, at least, beginning 
_ on May 1, to increase the trans-continental service to three, from the present 
_ two flights per day, and to divert the service between Winnipeg and Vancouver 
- over Edmonton rather than over Calgary. That allows us to eliminate the 
existing DC-3 service by substituting a North Star service; and it provides for 
an additional passenger load over the foothill cities to the west coast. 

" It also increases the mileage to some extent, but it provides several things, 
all of which are desirable in the summer time, such as additional transcontinental 
capacity and faster service to and from Edmonton, both east and west. 
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Mr. Fuuton: How will that flight go? | , | 

Mr. McGrecor: It will fly subject to the Department of Transport’s 
approval, a suggested route which we have submitted. It-would be Winnipeg, 
Saskatoon to Edmonton; and then Edmonton, Calgary, Kimberley to Vancouver. 
Mr. Fuuron: I am told by flying men that the airport at Kamloops, which 

is practically on the direct line from Vancouver to Edmonton, is suitable for 
a station such as you have had at Kimberley; and that the direct line route 
is as suitable, if not more so, than the route which would go over the Kimberley- 
Lethbridge run, and that it would result in a considerable saving in miles. 

Mr. McGrecor: I understand it is the intention of the Department of 
Transport to investigate the possibilities of a direct airway this summer. 

Mr. Fuuron: What are the factors against it at the present time? 

Mr. McGrecor: Against installing the airway? 3 

Mr. Fuuron: Against flying direct from Vancouver to Edmonton. 

Mr. McGrecor: An airway consists of beacons and so on; and those do 
not exist. It is very difficult to install that type of equipment because it requires 
power, and it requires that the men have some connection with civilization, 
in some form or other. In addition, supplies must be brought in and out, and 
it must be located electronically, so that the beam is corrected over its entire 
range. 

Mr. Futon: How many of these would you need that way, between Van- 
couver and Edmonton? 7 

Mr. McGrecor: I believe it would be three. 

Mr. Fuutron: The Kamloops airport would be very useful to you as an 
alternative field, would it not? 

Mr. C. P. Epwarps: We should have to have two new intermediate fields — 
and about three ranges which are all very expensive items. 

Mr. Futron: You would need two intermediate fields, you say? 

Mr. C. P. Epwarps: Yes. 

Mr. Nicuotson: What do you estimate would be the cost for these inter- 
mediate fields? 

Mr. C. P. Epwarps: Roughly, I would say $1,000,000. 

Mr. Nicuotson: Is it proposed to have the North Stars call at Saskatoon? 

Mr. McGrecor: Yes. 

Mr. Nicuoztson: At what time would this flight leave Viancouver? 

Mr. McGrecor: I have no schedule here but I could get the times for you. — 
I think they arrive at reasonably convenient times at Saskatoon although there 
are limitations on transcontinental flights which begin and end at Winnipeg and 
Vancouver. 

Mr. Fuuron: Would it then be possible to institute an inter-city flight 
between Vancouver, Kamloops and Edmonton, if you get that flight established? 

Mr. McGrecor: Inter-city services are flown in our DC-3 aircraft. They | 
are not adaptable to high altitude flying but they are very much easier to get 
in and out of fields. We do not consider it to be an entirely satisfactory opera- 
tion, although that is a point which is open to contention. But to pilot DC-3’s 
over the mountains on the basis of their one-engine performance at high peak 
summer loads—that is not what we like to see from the safety standpoint. 

Mr. Fuutron: You do not operate DC-3’s between Vancouver and Lethbridge, 
and you have not done so. 

Mr. McGregor: No, never. 
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The Cuamman: Are there any other questions on routes? 
_ Mr. Fuuron: We are on routes now. 
The Cuamman: Yes. | 
Mr. Fuuron: I would like to ask the Department of Transport. repre- 


| sentatives if they can say how far they have got in their consideration of this 
matter which we are discussing and whether they can make any definite statement 


with regard to the airport at Kamloops? 

_ Air Vice-Marshal A. T. Cownny: The service under way will pass over 
Kamloops, where the airport is situated in a valley, which precludes safe opera- 
tions under certain conditions.. The weather must be fine in order to get in and 
out. ! 

Mr. Fuuron: Well, it generally is. 
Air Vice-Marshal A. T. Cow.ry: Yes. ) 
Mr, Fuuron: I would refer you to the airport at Castlegar. I have landed 


_ there myself and it is a very hazardous operation. 


Air Vice-Marshal A. T. Cow ey: Castlegar is used by the Canadian 
Pacific Airlines, but they do not go in there if conditions are below their limits. 

Mr. Fuuron: It is a very difficult airport to use. The approach to the 
Kamloops airport is considerably better than the approach to Castlegar. 

Air Vice-Marshal A. T. Cowiey: That is correct. You would have to 
break clouds at 6,000 feet in order to be safe at Kamloops. The weather usually 
permits it, but not always. It could be done, but not done regularly. 

Mr. Futton: Do I take it then that, at the moment, your intention is to 
use Princeton as an airport? 

Air Vice-Marshal A. T. Cowiry: Princeton is where the new proposed 
route from Edmonton to Vancouver will join up to the old route which went 
through Lethbridge. That also comes through Princeton; that is where the two 
routes would join up again, not as a landing ground but at a point on the airway. 
It would not be a point of call. | 

Mr. Futron: You would need some sort of installation at Princeton, would 
you not, for the purposes you have described? | 


Air Vice-Marshal A. T. Cowtny: No. It is already there; it is a range 


- station. 


Mr. Futron: Is there an airport there? 
Air Vice-Marshal A. T. Cowney: There is an airport there. 
Mr. Futton: Of what size? Would it not be feasible to move the installa- 


e tion? . 


Right Hon. Mr. Howe: I would be surprised if you ever got the T.C.A. 
to use anything but four-engine planes across the mountains. 

Mr. Fuuron: Even if T.C.A. did not stop there, they have a range station 
at Kamloops, and they could make that airport larger, more useful, and more 
valuable. 

Air Vice-Marshal A. T. Cownry: The runways at Princeton are 5,600 
feet by 800 feet and they are turf; it is not a hard surfaced airport. 

Mr. Furtron: But the runways at Kamloops are hard surfaced, although 
they may not be as long. 


Air Vice-Marshal-A. T. Cowtry: The runways as Kamloops are 5,290 feet 


by 200 feet. | 
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Mr. Fuutron: You will agree with me that Kamloops is not very far out; 
and the route from Vancouver to Edmonton via Kamloops is more direct than 
the route via Princeton. eh 

Air Vice-Marshal A. T. Cowtey: There would not be very much difference 
in the way of miles. 
| Mr. Fuuron: Not very much, no, but some. You have a range station 
at Ashcroft? 

Air Vice-Marshal A. T. Cowtny: Yes. 

Mr. Futron: And that would be on the same route? 

Air Vice-Marshal A. T. Cowiry: That could be used, yes. 

Mr. Futron: What would be the expense of installing a range station at 
Kamloops? 
| Air Vice-Marshal A. T. Cowizy: The expense of installing a range station 
at Kamloops, referring to the estimates, would be $150,000. 

Right Hon. Mr. Howe: And you would have the running expenses on top 
of that. 

Mr. C. P. Epwarps: Yes, that would probably amount to $15,000 per year. 

Mr. Funron: Consideration is being given by a private air line to installing 
a service there, I believe. Take from Vancouver to Kamloops, for example, 
would it assist them if there was a range station there? 

Air Vice-Marshal A. T. Cowxey: Not particularly. They would have to 
go in under official flight rules any way; and you must have air which is clear 
as to visibility. Range stations are used when you are flying over a place, 
going somewhere else, not so much for landing purposes. 

Mr. Fuuron: You have adequate air service around North Bay, Porquis 
Junction and Kapuskasing. I cannot find the population figures for those 
places, but I believe that Kamloops is considerably larger than either Porquis 
Junction or Kapuskasing. I wonder if Mr. McGregor could say why that service 


is provided, when, apparently, no adequate consideration is being given to _ 


assist a service between Vancouver, Kamloops and Edmonton. 

Mr. McGrecor: Yes, I think I could. The statement which says we have 
doubled our service to Kapuskasing is unfortunate, because it is not very 
descriptive of what happened. We were actually flying four times a week to 
Kapuskasing. So the doubling of the traffic consists of increasing it to a daily 
service. That was done for two reasons; not because of the volume of traffic 
involved therein, but because it is our experience that anything less than daily 
service is a strong limiting factor on the amount of traffic. In addition, if you 
have the equipment and the crews established to fly a service four times a 
week, then to fly seven times a week costs you very little more than the cost 
of the fuel involved, and it has an advantage in so far as the traffic is concerned. 
__ Right Hon. Mr. Hown: The reason why we fly it is that we had a service into 
Kapuskasing and North Bay and when we moved the air line across the lake 


it left those places without a service, which they formerly had. That is the. 


reason. In fact, I do not think they would have got it otherwise. 


Mr. NicHonson: It was at one time the headquarters for T.C.A. in 


northern Ontario. 
Right Hon. Mr. Howe: Yes. 


Mr. Nicuotson: Now that Newfoundland has come into the union, could © 
Mr. McGregor state what changes there will be in respect to Newfoundland 4 


so far as it affects T.C.A.? 
Mr. McGrecor: The advent of Newfoundland into Confederation does not 


make a great deal of difference to T.C.A. except in so far as customs regulations — 


are concerned. Of course, we always flew into Newfoundland both at Gander 
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and Torbay. In addition to that, we have our Transatlantic service calling 


at Goose Bay. So the effect of the official change in nationality of the country 
has its greatest influence, so far as the air line is concerned, on our immigration 


~ and customs regulations. 


Before Newfoundland became a province of Canada we did not clear 
customs in Newfoundland on our incoming Transatlantic flights, but now we 
will do so on those flights which touch down there, in so far as baggage and 


passengers are concerned. Through baggage will come straight through in 


sealed compartments to its destination which is normally Montreal. 


Mr. NicHotson: Previously, I think, Newfoundland was regarded as a 
different country from the T.C.A.’s point of view. I was over there in December 
and I was stalled at Sydney, and I stayed there at my own expense. Normally, 
when you travel in Canada you stay at T.C.A. expense if you are delayed on 
account of weather. I might mention in this connection that when we left 
Halifax, it was a lovely afternoon. ‘There had been a bad storm a day or so 
previously, but they told us the plane would be going through to St. John’s that 
night and when we got to Sydney, we were told we had to stay there at our own 
expense. 

We stayed at Sydney at our expense, and then we were delayed at Gander 
for about twenty-four hours the following day. J imagine you should clear with 
your weather bureau there, the fact that there had been a storm in St. John’s and 
they should have known it would have taken several days to get the snow cleared, 
rather than have the passengers delayed at Sydney and Gander. 

Now, what I want to ask is this. Will you have a better system for 
predicting weather in the future, and also what about the passengers staying at 
their own expense at Sydney on their route to Newfoundland? 


Mr. McGrucor: I do not know the exact circumstances of the flight you 
refer to, but if a passenger is ticketed through on a flight and the flight is held 
at an intermediate point due to any circumstances, I do not know why you are 
required to bear your own cost, unless it was that you had a split ticket. 


Mr. NicHoitson: No, I had through transportation to St. John’s, New- 
foundland. At Sydney, I was notified the flight was not going through on 
account of weather conditions in Newfoundland, and the passengers stayed at 
Sydney at their own expense. 

Mr. McGrecor: I see. Well, that was a matter of notification. We 
advance a flight as far along its scheduled route as it is possible to do. For 
instance, getting back to the case referred to before, if there is what we call 
doubt about the ability to land a Toronto-Montreal flight at Ottawa, we would 


advise the Ottawa passengers that there was a doubt they would reach their 


destination. If they take a chance, they are on their own, and if they find 
themselves at Montreal, and we cannot go through to Ottawa, then the Ottawa 
passengers must stay in Montreal at their own expense. The same applies to 
any flight. Apparently, it was a fault in not having cleared that advice to all 
the passengers. 

Mr. Nicuotson: Apparently, that had been the rule that passengers who 
stay at Sydney do so at their own expense, that you did not treat the leg from 
Sydney to St. John’s in the same way that you treated the rest of your system. 
If you are delayed at Winnipeg, you stay there at T.C.A. expense, is that not 
right? | 

Mr. McGrecor: Only if there has not been a previous advice that there was — 
a question in the minds of T.C.A. whether they would be able to get imto 
Winnipeg, and the passengers tell us, that they are willing to overfly the point if 
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necessary. No, it was not any question of the nationality of Newfoundland 
that ereated the case you mentioned, it was simply an oversight that you were 
not told that the flight might be held up at Sydney. 

Mr. NicHouson: There were several passengers checking at Halifax because 
the weather had been bad in Newfoundland. It was not till we got to Sydney 
we were told we would be there overnight. And there was a further delay at 
Gander, and we stayed at Gander at T.C.A. expense, but not at Sydney. 

Mr. McGrecor: That was an error on our part in not seeing that you were 
notified of the doubt. 

Mr. Emmerson: There is one route shown on your time-table-—Sydney to 
Saint John. Why is it not called Sydney-Pennfield? — 

Mr. McGrecor: Everywhere we have room on our time-tables, we show it 
that way. I think on the time-table it is shown Saint John-Pennfield. ‘This is 
a congested time-table, and that is the reason we do not show it; but Pennfield 
is still the official airport for Saint John. | 

Mr. CuarrMAn: Any more questions on routes? 

Mr. Futron: Would it not be a great deal more suitable to have as an 
intermediate field, where you are using North Stars, one with an asphalt runway 
rather than a turf runway? 

Mr. McGrecor: I think the turf runway would have to be very exceptional 
to allow us to land a North Star on, although we did so for a time at Toronto. 

Right Hon. Mr. Howe: With a four-engine plane you do not worry usually 
about intermediate airports. We have to fly across the Atlantic where there are 
not any. | 

Mr. NicHotson: On page 10, mention is made of the British West Indies 
service, where you have a competitor. In view of the fact that this is a luxury 
class of travel could the fares not be upped? 

Mr. McGrecor: As between Canada and those points by the direct service 
we have no competition, but those fares are classed as international and subject 
to direction by the International Air Transport Association. Secondly, I do not 
think that run can be referred to particularly as a one hundred per cent luxury 
route. A great deal of that traffic is far from that. It is composed of smal} 
business people and a great deal of it is medical traffic. Surgery and normal 
hospitalization in places like Jamaica and Nassau do not exist, and we find 
we fly a considerable number of potential patients up to Canadian hospitals. 
I would like to see the rates upped a little on that service. 

Mr. NicHotson: What is your deficit on that service? ' 

Mr. McGrecor: We have only the figures for one month, and the deficit 
for that month is $79,489, but I do not consider that in any way as portraying 
the true situation on the route because it is the first month, and the first month in 
any of these foreign services is usually the worst. People do not know it exists, 
and it has not been publicized over a period of months, and there have not, 
been the passengers flown who would be talking among their friends and so on. 

Mr. Nicuoutson: How do the T.C.A. rates compare with the ocean rates? 

Mr. McGrecor: The rate per passenger mile is almost the same. 


Mr. Fuutton: I want to ask a question about the deficit, and to refer to a 
statement on pages 9 and 10. I asked you before whether you could not take 
it is an established fact that deficits on domestic services are decreasing, while 
those on foreign services are increasing. What I want to refer to starts at the 
bottom of page 9, and it reads: i 

In spite of the most vigorous efforts by those associated with the over- 
seas services, there was a deficit of $1,750,218, after depreciation and 
interest. This result, however, can be expected of Canada’s overseas 
air operations at the present time. 
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~ Now, that, to my mind, establishes in your own annual report that you 
recognize the fact that there has been opposite tendencies between the returns on 
the two services, domestic and overseas. | | 
. Mr. McGrecor: Mr. Fulton, again, as yesterday, I disagree, both as to the 
_ interpretation of the wording and what I believe to be the trend. It says 
_ “at the present time,’—referring to the 1948 conditions, and the 1948 report,— 
and this certainly was the case, but I can very definitely assure you that our 
_ financial returns on our overseas operations for 1949 show improvement, and 
- that the months that have already gone by would indicate that these estimates 
are very close to accurate. 


Mr. Futtron: Your next sentence seems to indicate—to me, unless it is not 
actually a reflection of your thought—the next sentence indicates that we are 
flying the overseas services not for financial returns but for something else. 
Here is what your report says on page 10: 

Their existence is based not upon promise of direct financial return, 
but upon benefits of improved trade, social intercourse and international 
understanding that cannot be calculated. ; 


~ Well, not taking issue at the moment with that statement, it does seem to me 
you say their existence is based not on promise of direct financial return, and 


q that is borne out in the figures? 


Mr. McGrecor: That is the condition at the moment, and there certainly 
is no denying it on the basis of the figures. I think your contention was that 
the trend was for financial losses on those services of equal magnitude to those 
in 1948, or were still increasing, and that is what I contend is not correct. 

Mr. Furton: My contention was that the trend is for domestic deficits 
to become smaller, whereas overseas will possibly become larger, or I think very 
likely will become larger or continue at the same level, and that there is an 
opposite trend in the domestic service, in other words, one is becoming less 
profitable and the other is becoming more profitable. 

Mr. McGrecor: And again I take issue. I say that the financial loss in 
our overseas services in 1949 will be less than it was in 1948. 


Mr. Fuuron: Well, in the figures which you furnished me with this morning, 


_ taking the Bermuda run,—that is based on eight months. It had a heavier 


deficit than the whole year’s deficits for the transatlantic run? 

Mr. McGrecor: Oh, no. 

Mr. Furton: A heavier operation deficit? Let us say your deficit, before 
taking into account depreciation, that is to say, you lost more money on your 
actual operations on your Bermuda run than you did on your transatlantic? 

Mr. McGrecor: That is correct, but that is for eight months on the 
Bermuda run, and those were the worst months in the whole year. It omitted 
the winter months. However the run must be maintained in order to maintain 
the licence. | | 

Mr. Fuuton: Why should Canada open and maintain what is certainly 
a luxury trade? 

Mr. McGrecor: Bermuda, you mean? 

Mr. Fuuton: Yes. 

Mr. McGrecor: Well, to cast a little bit into the future, Bermuda will 
probably be an on-route point on a service extending, we hope, given the traffic 
routes we do not now possess, to Barbados ‘and probably to Trimdad. 

Mr. Fuuron: Well, you already operate a service to Trinidad? 

Mr. McGrecor: That will be discontinued and Bermuda would then be 


an on-route point, and then down to Trinidad. 


Mr. Futron: Would you go from Bermuda to Jamaica? 


314 SESSIONAL COMMITTEE 


Mr. McGrecor: No, via Barbados. | 3 

Mr. Futon: And then you discontinue the British West Indies service, 
you just cut out the Kingston-Trinidad leg? . 

Mr. McGrecor: Just the Kingston-Trinidad leg. 

Mr. Furron: Then you can have two very long services instead of one 
comparatively short and the other one long? 

Mr. McGrecor: No. we would still have one short and one long. It is very 
little longer than Bermuda. 

Mr. Furtron: Well, no. Look at the map. You say it is almost twice as 
long to— 

Mr. McGrecor: It is about two and a half hours longer in flight time. 

Mr. Futtron: Half as long again? 

Mr. McGrecor: Yes. 

Mr. Fuuron: We are getting into details there, but it seems to me the 
money you are losing on the Bermuda run ‘and that you are liable to lose for 
some time on the West Indies run, could be more profitably used in improve- 
ment of the domestic service. I will give you just one example. You lost 
$142,000 on operations alone in the first eight months of the Bermuda run, 
which money could have been used to install a radio range at the airport at 
Kamloops, an airport which I have particularly in mind. That could be said 
to be a selffish point of view but there it is. After all it is the taypayers of 
Canada who are paying the shot so that people taking holidays in Bermuda can 
go there by air. 

Mr. McGrecor: Our ultimate aim is that money should not be lost either 
at Kamloops or on the Bermuda service. 

Mr. Futon: I do not know any of the factors which would lead to that 
belief. 

Mr. McGrecor: In connection with the Bermuda service I have explained 
a plan which we are hopeful will work out and it will have the effect of 
improving our net dollar position in reference to that route. I again draw 
your attention to the fact that you could not pick any consecutive eight months 
in any year which would reflect as bad a position for the Bermuda service, 
because virtually all the traffic on that route occurs during the remaining four 
months of the year, from January until spring. ae 

Mr. Fuuton: That may be so, but will you not have considerable com- 
petition on your route from Bermuda to the Barbados? Is not Pan-American 
Airways operating there? 

Mr. McGrecor: Pan-American operates a line but not between Bermuda 
and the Barbados. 

Mr. Futron: Do you think there will be enough traffic on the route from 
Bermuda to Barbados? | 

Mr. McGrecor: No, but I think there will be a great deal between Canada 
and Barbados. 

Right Hon. Mr. Howe: On the Kingston run, which we started in September, 
how many extra sections did we run? 


Mr. McGrecor: It averaged about 3 or 4 exta sections. 


Right Hon. Mr. How: That is you have full loads and you run those 
planes plus extra planes to carry the traffic. We have been doing pretty well 
with that. We are really just starting to develop, as Mr. McGregor has said, 
and study has been given to rerouting so that we can get better use out of 
planes and so that fewer planes can handle the traffic. | 
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-. Mr. Nicuontson: Could Mr. McGregor give us the percentage of business 
between the United Kingdom and Canada handled by BOAC as compared with 


LC AC? 


Mr. McGrecor: 75 per cent T.C.A. and 25 per cent B.O.A.C. 
Mr. Nicuoitson: What about from Canada? 
Mr. McGrecor: The service by B.O.A.C. is primarily a New York service 


- with some flights directed to Montreal but of a more or less incidental nature. 
| think their greatest frequency last year was three flights a week as against 
- our fourteen a week. 


Mr. Nicuouson: Are they flying at reduced fares during the wintertime? 
Mr. McGrecor: Yes, all trans-Atlantic carriers are doing that. 
Mr. Nicuouson: How much increased traffic has there been? 


Mr. McGrecor: It is difficult to say. A number of people took advantage 
of the rates but whether they would have travelled at other than reduced fares 


is difficult to say. 


Mr. Mituer: How do you figure on picking up 20 per cent of the trans- 
Atlantic operating revenue when you lose the immigrants, from whom you 


received $2,000,000, 19 per cent of your total? 


Mr. McGrecor: There would be a change both ways. There will be some 


a reduction in total revenue and there will also be a very firm reduction in expense 
due to the fact that we will provide fewer flights. I think the total number of 


charter flights last summer was ninety-five, and I would not think it would be 
over seventy this summer. The equipment not used would go to providing such 
things as the third trans-continental which I.mentioned. While the revenue 
will be reduced the operating cost will go down very considerably as well. 
Mr. Fuuron: What is the time of flight of a stratosphere cruiser from New 


~ York to the United Kingdom? 


Mr. McGrecor: The claimed average speed is 60 knots faster than the 


North Star. Originally they were touted as being non-stop to London, but as is 
_ often the case you find the capabilities of the aircraft less than forecast and the 
planes will have to land at Gander on all flights. 


Mr. Futon: On all flights? 
Mr. McGrecor: With the exceptions made possible by favourable wind 


 eonditions. 


Mr. Fuuron: What would you expect the time of flight would be from New 


: ~ York to London? 


Mr. McGrecor: I would not think less than 11 hours. 
Mr. Futron: That compares with your time of what? 
Mr. McGrecor: (123 hours, I believe, but I can get the figure. 


Mr. Futon: I had in mind there a comparison, but I understood they were 
going to fly in about 8 hours and that people might go to New York and leave 
by those planes rather than proceeding from Montreal. 


Mr. McGrecor: If that were true I would think it would be a hazard but 
like many other aeroplanes the actual observed performance is not as good as the 


_ very early forecast of performance would indicate. 


Mr. Futron: What about comfort and accommodation? Are they much 
superior to the North Star. 

Mr. McGrecor: It depends upon one’s morals. They have a bar, and the 
whole lower deck is sort of a lounge. People can wander down a spiral stairway 
and find themselves in what might be called nightclub conditions, which may be 
an advantage. : 
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Mr. Miter: In connection with the sales of aircraft mentioned on page 8, 


I suppose the money would be credited to the capital structure of the company? 

Mr. McGrecor: That is right. 

Mr, Miuier: Would it amount to much? 

Mr. McGrecor: Yes, I have the details here. The DC3’s were sold, I think, 
for $40,000 a piece. The Lodestars sold for an average of about $20,000. 

Right Hon. Mr. Hows: They had been fully depreciated in the service. 

Mr. McGrecor: Yes. 

Mr. Minter: And in a case like that I suppose the money is eventually a 
refund to the government. ) 

Mr. McGrecor: No, the refund is to the capital account of T.C.A. 

The Cuarrman: Are there any other questions, gentlemen? 

Mr. Mitimr: Why is so little mail being flown to the British Isles? 

Mr. McGrecor: I might enlarge on that. The usual agreement, for carrying 
mail between two countries, is for the national carriers of each country to be 
given half of the originating mail at both ends. After some discussion between 
the post offices concerned it was agreed to depart from that arrangement in so 
far as the north Atlantic service was concerned and to give all the westbound 
originating traffic to BOAC. The Canadian government would give all the 
eastbound originating traffic to T:C.A. Actually the two volumes are not 
identical and more mail originates in the United Kingdom, but we are very 
happy about the situation because westbound flight is more strenuous than 
eastbound flight due to the prevailing winds. 

The Cuarrman: Are there any other questions on page 14? 

Mr. Fuuton: What would you say about the North Star? Have any 
types, apart from the strato-cruiser which is supposed to make it obsolete or 
obsolescent, given you cause or concern for the fact that your North Stars will 
become any less attractive? | 

Mr. McGrecor: No, the DC6 is a very comfortable aircraft which has 
come out since the North Star, but it lacks one of the primary features of the 
North Star, and one about which we are most enthusiastic, that is the ceiling 
at which it operates. The North Star by virtue of the two-stage supercharger 
and the Merlin engine is a very satisfactory aircraft for high altitude flight 
by propeller driven machines. I am speaking of heights of 22,000 feet. It 
has more satisfactory operation at that height than the Pratt and Whitney 
with the single stage blower. 

Right Hon. Mr. Howe: The last big purchase of aircraft was North Stars, 
and that was a pretty good indication. 

Mr. Fuuron: I think it is something we can be well satisfied with, but 
I was wondering about the future and as a matter of information, whether, 
any further developments had taken place. 

Right Hon. Mr. Howe: I do not think so. They are studying the North 
Star with a more powerful engine which might be developed to give more speed. 
We think that a package of 40 passengers is big.enough. 

Mr. Futron: What about the noise aspect? Has much progress been made 
in that direction? . 

Right Hon. Mr. Howe: We are still fiighting it and perhaps Mr. McGregor 
can answer. 

Mr. McGrecor: A good deal of progress has already been made but the 
problem is not licked. We cannot be sure it is actually licked at present until 
the exhaust manifolds which have been built in Winnipeg have completed a 
very exhaustive series of tests. Those exhaust manifolds have been very long 
in development due to the heat problem involved, and the fact that you must 
not do anything with the exhaust to create back pressure on the engine. This 
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_ reduces its power. There is undergoing test a cross-board system of exhaust. 
_ The whole of the exhaust will be drawn from the inboard cylinder blocks of 
the four engines and conducted in an arch shaped duct over the engine and 
- expelled on the outboard side. | , 

4 Mr. Furron: You cannot say that you expect to have the problem licked 
j by such and such a date? 

_.. Mr. McGrecor: It is one of those problems which are licked only when 
_ you are sure they are licked. 

; The CuarrmMaAn: Is there anything else on pages 14 or 15? You have now 
the statistics, the balance sheet, and income accounts. Do you wish the 
- auditor to say something about them? 

A Mr. Fuuron: I think somebody mentioned depreciation and I think we 
4 should have the auditor discuss that. 

i The CHatrMAN: If that is agreeable we will call Mr. Bennett. 


: Mr. Nicrotson: Should we not first adopt this report? I will move that 
_ we adopt the report. 
i Mr. Emmerson: I second. 


The CuamrmMAn: Moved that we adopt the report? 
Carried. Hn) 


‘ 
i, Now we may take up the auditor’s report and he can refer to the balance 
sheet as he goes along, if it is agreeable. 

i Mr. P. W. Bennett (George A. Touche & Company): Do you Wish to 
have the report read, sir; or, taken as read? 

The CrarrmMan: Gentlemen, do you want to have the auditor’s report read, 


or shall we take it as read? 
Mr. Miter: We think we may as well take it as read and let everybody 


look at it and ask what questions they want to. 
: The CHairMAN: Is that agreed, gentlemen? 
Some Hon. Mremsers: Agreed. 


10th March, 1949. 
TRANS-CANADA AIR LINES 


Tur Ricut HonouraBLe THE MrnisTER oF TRADE AND COMMERCE, 
Orrawa, CANADA. 
Sir» We have audited the accounts of the Trans-Canada Air Lines and its 


4 Subsidiary Company for the year ended 31st December, 1948, under authority 
of The Trans-Canada Air Lines Act, 1937 as amended and we now report, through — 


- you, to Parliament. 
j | 


GENERAL SCOPE OF* AUDIT 


iy In brief, our audit of the Air Lines’ accounts for 1948 included: 

ce (a) Examination of major expenditure authorities in conjunction with the 
. recorded Resolutions of the Directors, which in turn were related to 
. Corporate By-Laws, Orders-in-Council and Acts of Parliament; 

4, (b) Audit tests in the offices of the Air Lines, limited to a cross-section of 
“ the major expenditures so authorized; 

ih (c) Examination into the adequacy of the internal audit control in general 
nif as exercised by the accounting department of the Air Lines. In this 
i connection we worked in collaboration with the executive accounting 
° officers having as a common objective the securing of maximum internal 


protection to the Air Lines in the control of Cash Receipts and Expen-_ 
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ditures, Securities Held, Material Stores and Accounts Receivable of all 
types. The Air Lines are further protected by Fidelity Bond Insurance 
with outside Underwriters; ‘ 

(d) Audit of the Income Accounts and the Consolidated Balance Sheet and 
certification thereof. 3 


INCOME ACCOUNTS 
Depreciation and Maintenance 
Provision for depreciation on Capital Assets was made during the year on the 
following bases: 
(a) Flight Equipment in service— . 
North Star M2—7 year estimated life from date of being put into service. 


DC3 —4 year estimated life from date of being put into service, 
(6) Ground facilities—estimated life, the period depending upon the type of 
asset. 


Throughout the period of the year that the six North Star M1 aircraft, loaned 
by the Government, were used by the Overseas Services a monthly charge per 
aircraft was made to Flight Equipment Depreciation and credited to the Reserve 
for Overhaul. 

We have received certificates from a responsible officer to the effect that all 
Flight Equipment and Ground Facilities have been maintained in a proper state 
of repair and in an efficient operating condition during the year, that such 
physical retirements as should have been made during the year, as a result of 
wear and tear and obsolescence have been made, and that notification of all such 
retirements has been given to the Accounting Department. 


Interest on Capital Invested : 

The total charge for interest on Capital Stock (Capital Stock and Capital 
Advances) amounted to $666,000 during the year. The normal interest rate 
on monies advanced by the Canadian National Railway Company out of its own 
funds was 3 per cent. On monies advanced by the Government to the Railway 
‘Company and subsequently paid over to the Air Lines the rate of interest was the 
same as that charged by the Government. 


Miscellaneous Income—Net 


Included are the amounts of $25,000 charged to the North American Services 
and $12,000 charged to the Overseas Services covering interest up to the 29th 
July, 1948, on advances for deficits made by the Canadian National Railway 
Company. By the 30th July, 1948, the Air Lines had repaid the deficit advances 
upon receipt of the money from the Government as provided for by the Canadian 
National Railways Financing and Guarantee Act, 1948. 


CONSOLIDATED BALANCE SHEET 
Assets 


Accounts Receivable and Payable of all classifications have been tested by 
us with the subsidiary and controlling records, cash and other transactions 
subsequent to the year end, departmental files and general supporting informa- 
tion but such Accounts have not been verified by direct communication with the 
individual Debtors and Creditors. 

A physical inventory covering the major portion of Material and Supplies 
was taken under the direction of the Management late in 1948. We have received 
a certificate from the responsible officers to the effect: . : 

(a) That the quantities were determined by actual count, weight or measure- 
ment or by conservative estimate where such actual basis was imprac- 
ticable, and 

(6) That the inventory pricing was based on latest invoice price for new 
materials, and that proper allowance for condition has been made in 
pricing usable second-hand, obsolete and serap materials. 


| 


y 
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: Ledger values were brought into agreement with the physical inventory 
through a charge to Operating Expenses of $33,000. 

Material and Supplies does not include Capitalized Spart Parts which are 
carried under Property and Equipment. The figure in the Balance Sheet 1s net 
_ after applying reserve of $100,000 carried against possible loss on material stocks 
- in excess of normal requirements. 

Other Current Assets consist of $16,000 expended on Work Orders, pending 
- completion, chargeable to Stock Accounts and Salvage Suspense of $299,000. 

: The Insurance Fund investments consist of securities of the Government of 
Canada and the Canadian National Railway System (Guaranteed by the 
- Government of Canada) together with cash and sundry current assets. The year- 
end market value of the securities was $51,000 less than the book figure based. 
on cost. | 

Capital Assets are carried on the basis of cost. 


_ Reserves | 
q The Insurance Reserve amounts to $2,746,000 excluding the estimated 
- amount of $368,000 set aside to mecet the larger unadjusted loss claims. 

a The Reserve for Overhaul relates to the North Star M1 aircraft. The 
credits arose from the aggregate monthly charges to Operating Expenses to 
' which reference has already been made and from the salvage value realized 
_ from one of the aircraft damaged beyond economical repair. The charges to 
| the reserve were in connection with transferable spare parts and overhaul and 
 reconversion costs incurred up to the date of the Balance Sheet under the agree- 
- ment to turn over to the Government the ‘five remaining aircraft and related 
' spare parts. We have been furnished with a certificate to the effect that the 
_ balance of the reserve as at the 31st. December, 1948 will be sufficient to cover 
all future costs in connection with this agreement. 

4 Further credits applied against Research and Development Expense have 
' converted the deferred charge, as shown in last year’s Balance Sheet, into a 
credit. balance. 

A Where foreign currencies are involved, the Balance Sheet accounts of the 
_ Air Lines are converted generally as follows: 

| (a) United States Currency—at the dollar par of exchange. 

(b) Sterling Currency—at the rate of $4.04 to the pound. 

Dollar amounts stated in this Report are to the nearest thousand. 


Yours faithfully, 
GEORGE A. TOUCHE & CO. 


Right Hon. Mr. Howe: There is a paragraph there under income accounts 
dealing with depreciation and maintenance, is that what you were referring to? 

Mr. Bennett: That is set out on page 1 of our report, depreciation and 
maintenance. 
: Mr. Locxuart: Is there much difference between the DC 3’s and the 
others? 

Mr. McGrecor: Yes, the DC 3 is an aeroplane which has been in service 
for over 10 years. * | 

Mr. LocxHart: I see it is almost double in the others. 

Mr. McGrecor: Yes. The 4-year life began at the time when they were put 
into the service on an overhaul basis. | 

Mr. Fuuron: What comes under the heading there of investments in joint 
associations? : 

Mr. Bennetr: That is in connection with the air lines at Goose Bay 
where they have hotel facilities, and the rest of it is small investments in 
traffic associations and so on. ; 
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Mr. Futton: The Minister of National Defence referred in the House the 
other day to the loan of aircraft either to the R.C. ALE or: trom the RG A 
to the T.C.A., or it may have been both. 

Right Hon. Mr. Howr: There were 6 aircraft built for the R.C.A.F. 
They were not pressurized and they came out before the T.C.A. aircraft. They 
were loaned to the T.C.A. and were to replace the Lancasters which were 
becoming obsolete, 

Mr. Futron: Was any charge made for these «aircraft on loan? 


Right Hon. Mr. Howe: We set a monthly rate, I am not sure just what 
It was. 

Mr. McGrecor: It was $8,000 a month to cover the amount of modification 
that was required by the T.C:A. before they would be returned to the R.C.A.F. 

Right Hon. Mr. Hown: The reason was that they were to install new 
engines and give the planes a complete overhaul to R.C.A.F. standards before 
we turned them back. 

Mr. Fuuron: What I mean is that there was no regular charge for the 
use of those planes? : 

Right Hon. Mr. Howe: No, no regular charge was made. 

Mr. McGrecor: I think Mr. Fulton probably refers, sir, to the fact that 
two of them went to the R.C.A.F. and the others went to the T.C.A., and later 
on that proportion was reversed. - 

Mr. Futton: If there had been any such charge the balance on the books, 
at least your balance sheet for 1948 on the revenue side would have shown a 
different picture, would it not? Would that not have affected the statement 
now before us? | 

Right Hon. Mr. Hows: Yes, but they were only used about five months 
in this year. Do you know when they were taken out of the service, Mr. 
McGregor? 

Mr. McGrecor: They were taken out of the service in March or April. 

Right Hon. Mr. Howe: They were only used about two or three months 
this year. 

Mr. Nicnorson: When did the North Stars enter the service? 

Mr. McGrecor: In May of 1947. 

Mr. Nicuotson: How many of them were put in service? 

Mr. McGrecor: Those six aricraft to which Mr. Howe referred were used 
on the Atlantic run. | 

Mr. Mituer: How do you work that depreciation out? 

Mr. McGregor: It depends on operation. Each aircraft takes the same 
depreciation. They are all on a 7-year straight line basis from the time the 
aircraft are assigned to the service. At the moment, as the report mentioned, 
there are eleven in the overseas service and nine in the domestic. That will] 
change shortly to ten and ten and should be reversed to nine to eleven during 
the summer. . 


Mr. Murcu: You use a straight line depreciation based on seven years? | 


Mr. McGrecor: Not in all cases. At the present time the North Stars 
are on a 7-year basis. 


Mr. MutcH: But you use straight line depreciation? 
Mr. McGrecor: Yes. 
The Cuatrman: Any other questions, gentlemen? 
_ Mr. Fuuron: Where do you credit the sale of the Lodestars? 


Mr. Bennett: They are presently being held in suspense in the special 
account. 


a 


4 
i 
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Mr. Fuuron: Is that a special account? 

Mr. BenNETT: Yes. i 

Mr. Fuuron: Are they shown on the balance sheet at all? 

Mr. Bennett: Under current assets there 1s the item salvage—suspense 


- $299,000. 


Mr. Mitter: What page is that on? 
Mr. Bennerr: That is in page 2 of our report. That is the net figure. 
Mr. Fuuron: Would that be offset against your accrued depreciation 


i eventually ? 


es oe 


Mr. Bennetrr: No, they have been taken out of the capital account, the 


original investment has been taken out with depreciation accrued on it; and also 
- earried into salvage suspense as a credit resulting from the profit on sales 
_ which have already been made. When the whole transaction has been completed 
and the balance from the sale of the Lockheed, the DC 3’s, the Pratt-Whitney 
- parts and engines have all been disposed of it will be taken into the operating 


account. I think it is anticipated there will be a slight profit on them. 
Mr. May: No, we have estimated a loss of $32,000. The results of the 


gales have been taken into the account, and the $299,000 will be converted into 
-eash; the net loss of $32,000 has been taken up in the 1948 accounts. 


Mr. Fuuron: But it will be shown in the current assets? 
Mr. May: I may say that we retired aircraft having a value of $3,401,000, 


- working stocks in an amount of $381,000, or a total of $3,783,000. We had 


- available from depreciation reserve $3,295,000 net salvage, including the amount 


of $299,000, amounting to $456,000 which would leave us with a loss of $32,000. 


We wrote off the $32,000 to clear the account. 


Mr. Minter: You take what you have depreciated and you put the two 


| things together and that is what it comes out to? 


Mr. May: Yes, and we feel that our depreciation accounting is fairly 


~ accurate when out of a total of nearly $4,000,000 it comes out to within $32,000. 


Mr. Fuuron: And it is shown as an asset on the balance sheet? 
Mr. May: Yes, it will become a cash asset instead of being held where 


‘it is now. | 


Mr. Mitier: Where do you show it now? 
’ Mr. Bennerr: It is under current assets, other current assets, page 16 
of the report. 
Mr. Fuuron: Did you depreciate engines and aircraft in different yearly 
rates? 
Mr. McGrecor: Not the engines operated on specific aircraft. The Merlin 


engines are depreciated at the 7-year rate while others are depreciated at faster 


rates, depending on the type of equipment and its use. 

Mr. Fuuron: The reason I asked that is because on page 22 you show 
flight equipment depreciation; aircraft, aircraft engines, aircraft spare parts 
and aircraft—other equipment. 

Mr. McGrecor: They are capitalized separately, and propellers are also. 

Mr. Fuutron: But they are all depreciated together? | 

Mr. McGrecor: That is right, they are all depreciated at the same rate. 

Mr. Fuuron: And why do you have that separation? 

Mr. McGrecor: Frankly, I do not know. 

Mr. May: I do not think it is really necessary to treat them separately. 


‘The modern trend is to give the same life to all elements or parts of the aircraft. 


It was usual in the past to depreciate engines on the number of hours they 
operate, but that trend is passing. The modern trend is now to depreciate 


a engines, propellers and parts at the same rate as the aircraft itself. 
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Mr. Futron: Would it save you time and money if you were to lump them 
together? 


Mr. May: It would be immaterial. - 

Mr. Fuutron: It would make no economy in your bookkeeping costs? 

Mr. May: Oh, no. : 

Mr. Mittrr: What about installing a new engine in one of your planes? 
Mr. McGrecor: When we buy a group of aircraft we buy at the same time the 


total number of engines that are required to maintain those aircraft in service, © 


and the engines then come in for standard overhaul and part replacements, so 
that group of engines will last the life-span of the aircraft. For instance, for 
the planes we now have in service, the twenty new ones, we carry 153 engines. 


Mr. Miuuer: Would a new engine be an operating cost? 


Mr. McGrecor: No, it would be a capital cost. In actual practice we 
provide about six engines for each aircraft. 


Mr. Moore: Have your technicians any preference as between the old 
Rolls Royce and the new Pratt-Whitney? 


Mr. McGrecor: You mean that they are using? 
Mr. Moore: Yes. ; 
Mr. McGrecor: It is a little bit like apples and oranges, they are different 


engines using different parts and doing different jobs. I might say that we — 


never use the Pratt-Whitney engine in a DC 3 aircraft, and they are about 
two-thirds the power of the Rolls Royce engine we are now using in the North 
Star aircraft. : 

The Cuarrman: Are there any other questions? 

Shall the report be adopted? 

Carried. 


Gentlemen, on behalf of the committee I would like to thank Mr. McGregor 
and his staff for having stayed with us during the two or three days they have 
been answering questions. 

I might also say this. I notice in the press that there might be an election 


some time—it didn’t say exactly when. But we have had some experience this - j 


year in committee work. Different problems have come up. So those who are 
back after the election, if as and when it comes, will I hope when the committee 
Meets again give the chairman of that committee the benefit of some of the 
difficulties we have had this year, because we have run into some difficulties. 
And if I have made any bad decisions I have not done so intentially; and I just 
leave that with you in case you are all back and I am not. 

Mr. Futon: Is that your valedictory, Mr. Chairman? 


Mr. Maypanx: Mr. Chairman, before you go I would like to express on 
behalf of Mr. Mutch, Mr. Viau and I am quite sure on behalf of Mr. Fulton and 
Mr. Miller—I am quite sure of that although I did not happen to speak to them 
about it—appreciation of the manner in which the T.C.A. officials, particularly 
Mr. McGregor, have presented all their business here to us; and the manner 
in which the controversy was carried on by them despite the fact of I myself 
having been considerably critical or controversial in this one respect. I wish 
to say that I have the greatest respect for the T.C.A. organization ; for the 
officials individually and collectively; and I am quite confident that what I have 
said in that respect can be taken as from those others whom I mentioned. I have 
no doubt that it applies even further, but I do not wish to speak for any person 
else, I singled out rather those who have all been in one camp in voting. I would 
just like to leave this meeting with a word of appreciation, as wiping out any 
feeling of lack of harmony which may have prevailed. It is for that reason that 
I make these remarks. 


The committee adjourned sine die. 
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Room 430, House of Commons, 
THURSDAY, April 28, 1949. 
The Sessional Committee on. Railways and Shipping owned. operated and 


q controlled by the Government met, in camera, at 4.00 o’clock pm. Mr. 8. M. 
4 - Clark, Chairman, presided. 


- Members present: Messrs. Bourget, Clark, Emmerson, Hazen, LaCroix, 
_ Lockhart, Maybank, McCulloch (Pictou), Mutch, Nicholson, Reid, Viau. 
_ The Committee considered the draft of a report to the House. 


By On motion of Mr. McCulloch (Pictou), the draft report with certain modifi- 
cations was adopted as a Third Report and ordered to be presented to the House. 


; The Chairman apked the members for their attendance throughout the 
4 a session. 


On motion of Mr. Reid, the Committee ae sine Me. 


_ ANTOINE CHASSE,~. | 
ia: Clerk of the Committee. 
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nent positions, 832 of whom were Science or Engineering graduates. __ | 
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SESSIONAL COMMITTEE ON RAILWAYS AND SHIPPING 


OWNED, OPERATED AND CONTROLLED 
BY THE GOVERNMENT—1949 


s 


Question by H. R. Jackman 


Do you know how many university men you have employed in 1948; 
how many of these particularly technical men were Science or Engineering 
eraduates? 


Answer 


During 1948 the Canadian National took on 46 university men in perma- 
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REPORT TO THE HOUSE 
Fripay, April 29, 1949. 


. The Sessional Committee on Railways and Shipping owned, operated and 
~ controlled by the Government begs leave to present the following as its 


‘ : THIRD REPORT © 


i Pursuant to the Order of ‘Reference of the House of 22nd March, 1949, your 
~ Committee had before it for consideration the following: ae 

1. The Annual Reports for 1948 of the Canadian National Railway 
System, the Canadian National (West Indies) Steamships Limited, and the 
Auditors’ Report to Parliament in respect of the Canadian National Railway 
System and the Canadian National (West Indies) Steamships Limited. 

2. The Annual Report of the Trans-Canada Air Lines for the year ended 
December 31, 1948, and the Auditors’ Report to Parliament for the year 
ended December 31, 1948, in respect of Trans-Canada Air Lines. 

3. The Annual Report of the Canadian National Railways Securities 
Trust for 1948. 

4. The Budget of the Canadian National Railways and the Canadian 
National (West Indies) Steamships, Limited, for the calendar year 1949. 


Your Committee held thirteen meetings, during eleven of which the above 
named matters were considered and evidence adduced thereon. 


The Annual Report of the Canadian National Railways for 1948, discloses 
an operating income of $11,297,109.39. However, interest on the Funded Debt, 
due the public, amounted to $23,202,817.69 and interest on Government Loans, 
-$21,627,032.82, bringing about a deficit of $33,532,731.12. The Annual Report 
was unanimously adopted. i 


= The Annual Report of The Canadian National (West Indies) Steamships, 
~ Limited, for the calendar year 1948, shows an operating profit of $644,105.53, to 
_ which is added from the Vessel Replacement Fund Earnings the sum of $85,733.06. 
~ Deducting therefrom interest on bonds held by public ($470,000.00) and interest 
on Government Advances ($93,794.16) there remains a surplus of $166,044.43. 
The said Annual Report was unanimously adopted. 


The Annual Report of Trans-Canada Air Lines for 1948, shows a net deficit 
~ of $1,183,022.00 for the North American Services, and a deficit of $1,750,218.00 
. for Trans-Canada Air Lines (Atlantic) Limited. The Report was unanimously 
_ adopted. | 


ne The Auditor’s Reports to Parliament with respect to The Canadian National 
Railway System, The Canadian National (West Indies) Steamships Limited, 
~ and Trans-Canada Air Lines, also the Annual Report of the Canadian National 
Railways Securities Trust for the calendar year 1948, were severally examined 
and unanimously adopted. , 


ne: The Financial Budgets of the Canadian National Railways and the Cana- 
dian National (West Indies) Steamships, Limited, for the calendar year 1949, 
after careful examination, were unanimously adopted. 
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Railways for 1949 shows estimated gross system operating revenues of $520,- ~ 
900,000 a substantial increase over the actual revenues for 1948 and more 
than twice the amount of what was considered normal revenues of the railway 
prior to the war. It is pointed out, however, that no provision is made in the & 
estimated budget for 1949 for additional revenue which may result from the 
hearings now going on before the Board of Transport. Commissioners with 
respect to increased freight rates. Operating expenses are estimated at $494,- 
300,000 which leaves a net operating revenue of $26,600,000. The net income 
charges, excluding interest, are estimated at $18,290,000; Interest on Funded 
Debt due the Public, $22,833,000 and Interest on Government Loans, $23,277,000, 
leaving an estimated net deficit of $37,800.00. : 


The Capital Budget of the Railway System for 1949 includes the following: — 
Additions and Betterments, $24,500,000; New Equipment, $8,700,000; Barraute — 
Branch Line, $612,890; Acquisition of Securities and Retirement of Capital — 
Obligations, $1,692,000; a total of $35,504,890. Against the latter amount there ra 
is available from Reserves for Depreciation and Debt Discount Amortization, a — 
sum of $15,738,000 leaving the estimated net Capital Requirements at 
$19,766,890. | 


—The Net Operating Deficit of Canadian National (West Indies) Steamships 
for the calendar year 1949, is estimated at $360,000. . | : 


Your Committee has also examined the Consolidated Income Account of @ 
Hudson Bay Railway for the Fiscal Years 1948-49 and 1947-48. - 


The task of your Committee was greatly facilitated by the valuable assis- 
tance of Mr. R. C. Vaughan, C.M.G., Chairman of the Board of Directors and ‘. 
President of The Canadian National Railways; Mr. N. W. Walton, C.B.E., and ~ 
Mr. T. H. Cooper, Vice Presidents; also Mr. G. R. McGregor, President of 
Trans-Canada Air Lines. 


Your Conimitiee notes that the Operating Budget of Canadian vesnall 
¥ 


Es ae Bie if : 


A copy of the printed evidence taken is tabled herewith. 


5S. M. CLARK, | 
Chairman. a 
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“ORDER OF REFERENCE 
Tuurspay, 23rd March, 1950. 


Resolved,—That a Sessional Committee on Railways and Shipping owned, 
operated and controlled by the Government, be appointed to consider that 
accounts and estimates and bills relating thereto of the Canadian National 
Railways, the Canadian National (West Indies) Steamships, and Trans-Canada 
‘Air Lines, saving always the powers of the Committee of Supply in relation to 
the voting of public moneys; and. that the said Committee be empowered to 
send for persons, papers and records and to report from time to time, and that 
“notwithstanding Standing Order 65 in relation to the limitation of the number 
of members, the said Committee consist of Messrs. Adamson, Beaudry, Bourget, 
“Carter, Cavers, Chevrier, Cleaver, Follwell, Fraser, George, Gillis, Hatfield, 
Healy, Helme, James, Knight, Macdonald (Edmonton East), McCulloch, 
McLure, Mott, Mutch, Picard, Pouliot, Thomas, Tustin. 


3 Ordered,—That the Annual Reports for 1949 of the Canadian National 
‘Railways System, the Canadian National (West Indies) Steamships Limited, the 
‘Canadian National Railways Securities Trust, the Auditors’ Report to Parlia- 
ment in respect to the Canadian National Railways System and the Canadian 
National (West Indies) Steamships Limited, and the Budget of the Canadian 
National Railways and the Canadian National (West Indies) Steamships Ltd. 
for 1950, tabled this day, be referred to the said Committee, together with the 
following estimates for 1950-51: 

Vote 493—Maritime Freight Rates Act, Canadian National Railways; 

Vote 494-Maritime Freight Rates Act, railways other than Canadian 

National; | 

Vote 558—Prince Edward Island car ferry and terminals, deficit 1950; 

Vote 559-—-Canadian National (West Indies) Steamships Limited, 

deficit 1950. 

And that the Resolution passed by the House on February 24, 1950, 
referring certain estimates to the Committee of Supply, be rescinded insofar as 
the said Resolution relates to votes Nos. 493, 494, 558 and 559. 
Ordered,—That the name of Mr. Fulton be substituted for that of Mr. 
_ Tustin on the said Committee. 


Fripay, 24th March, 1950. 


. Ordered,—That the said Committee be granted leave to sit while the House 
is sitting. : | 
Ordered,—That the said Committee be empowered to print, from day to day 
700 copies in English and 200 copies in French of its minutes of proceedings and 
evidence, and that Standing Order 64 be suspended in relation thereto. 

, Ordered,—That the quorum of the said Committee be reduced from. thirteen 
to eight, and that section 3 of Standing Order 65 be suspended in relation thereto. 
| Ordered,—That the Annual Report of Trans-Canada Air Lines for the year 
~ ended December 31, 1949, and the Auditors’ Report to Parliament for the year 
ended December 31, 1949, in respect of Trans-Canada Air Lines, tabled this day, 
_ be referred to the said Committee. 


| Attest. 3 
ES, LEON J. RAYMOND, 
Clerk of the House. 
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REPORT TO THE HOUSE 


| _ Frmay, March 24, 1950. 
The Sessional Committee on Railways and Shipping Owned, Operated and 
Controlled by the Government begs leave to present the following as its 
First Report 
Your Committee recommends: 
1, That it be granted leave to sit while the House is sitting. 


2. That it be empowered to print, from day to day, 700 copies in English 
and 200 copies in French of its minutes of proceedings and evidence, and that 
Standing Order 64 be suspended in relation thereto. 


3. That its quorum be reduced from thirteen members to elght, and that 
section 3 of Standing Order 65 be suspended in relation thereto. 


All of which is respectfully submitted. 


H. B. McCULLOCH, 
Vice-Chairman. 


. 


_ MINUTES OF PROCEEDINGS 


Fripay, March 24, 1950. 


jt The Sessional Committee on Railways and Shipping Owned, Operated and 
- Controlled by the Government met at 11 o’clock a.m. 


4 Members present: Messrs. Carter, Follwell, George, Gillis, Hatfield, Helme, 
if Knight, Macdonald (Hdmonton East), McCulloch, McLure, Mott, Mutch, 
"Thomas. , 


i On motion of Mr. McCulloch: 

4 Resolved,—That Mr. Cleaver be Chairman of the Committee. 

On motion of Mr. Mutch: . 

A Resolved,—That Mr. McCulloch be Vice-Chairman of the Committee. 
: 


In the absence of the Chairman, the Vice-Chairman, Mr. McCulloch, took 
the Chair. 


; On motion of Mr. Mott: 
Resolved,—That the Committee ask leave to sit while the House is sitting. 


: On motion of Mr. Macdonald (Edmonton East): 


—  ~Resolved,—That the Committee recommend that its quorum be reduced 
from thirteen ‘members to eight. 
4 On motion of Mr. George: 


7 Resolved —That the Committee recommend that it be empowered to print, 
from day to day, 700 copies in English and 200 copies in French of its minutes of 
_ proceedings and evidence. 


abe 
4 On motion of Mr. Mutch, the Committee adjourned at 11.15 a.m. to meet at 
. call.of the Chair. 


Monpay, March 27, 1950. 


__ The Sessional Committee on Railways and Shipping Owned, Operated and 
Controlled by the Government met at 11 o’clock a.m., the Chairman, Mr. Hughes 
me leaver, presiding. 


_ Members present: Messrs. Adamson, Carter, Cavers, Chevrier, Cleaver, 
Follwell, Fulton, George, Gillis, Hatfield, Helme, James, Knight, Macdonald 
(Edmonton East), McCulloch, McLure, Mott, Mutch, Pouliot, Thomas. 


i In attendance: Mr. Donald Gordon, C.M.G., LL.D., Chairman and Presi- 
dent, Mr. S. F. Dingle, Vice-President, and Mr. T. H. Cooper, Vice-President and 
Comptroller, Canadian National Railways: Mr. J. C. Lessard, Deputy Minister, 
Department of Transport. 


__ _ Mr. Gordon was called, read the annual report of the Canadian National 
o: ailways for the year ended ‘December 31, 1949, and was questioned thereon. 


j _ Messrs. Dingle and Cooper were called and questioned. 


At 1 o’clock p.m. the Committee adjourned until 4 o’clock p.m. this day. 
5 
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AFTERNOON SITTING 


The Committee resumed at 4 o'clock p.m., the Chairman, Mr. ‘Cleaver, 
presiding. | 


Members present: Messrs. Adamson, Bourget, Carter, Cavers, Chevrier, 
Cleaver, Follwell, Fulton, George, Gillis, Hatfield, Healy, Helme, James, Knight, 
Macdonald (Edmonton East), McCulloch, McLure, Mott, Mutch, Pouliot, 
‘Thomas.—2z2. 3 


The Committee resumed consideration of the annual report of the Canadian | 
National Railways. | 


Examination of the witnesses, Messrs. Gordon, Dingle and Cooper, was 
continued. | | a 
Mr. Gordon tabled a statement presented by him to the Royal Commission : 

on Transportation, which is printed as Appendix A to this day’s minutes of pro- | 
ceedings and evidence. j | 
At 6 o’clock p.m. the Committee adjourned until Tuesday, March 28, at | 

11 o’clock a.m. : ae 

A. L. BURGESS, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hovse oF CoMMONS, 
March 27, 1950. 


; The Sessional Committee on Railways and Shipping met this day at 11.00 
am. The Chairman, Mr. Hughes Cleaver, presided. 
: The CuarrMan: Gentlemen, we have a quorum, and as we have a rather 
heavy agenda we should start promptly. Before calling on the president of the 
oa te National Railways, I believe the committee would like to have a word 
from the minister. 
Hon. Mr, Cueverer: Mr. Chairman, there are just one or two things I should — 
? like to say in opening. First of all would like to remind the committee that 
4 this is the first time in five years that we have begun our proceedings with a new 
' committee chairman. I should like to extend, on your behalf, my congratulations 
_to Mr. Cleaver for his appointment at your hands, and also for his acceptance 
of the appointment. 
q I should like also to express my gratitude to the former chairman, Mr. — 
' Murray Clark, who this year asked to be excused from these duties; he felt that 
he had been chairman for a sufficient number of years, and he felt that the time 
4 had come when: the committee should select someone else; and I knew that you 
' would want me to say a word of thanks to him for the very impartial manner in 
i which he conducted the proceedings of this committee, 
Some Hon. Mempers: Hear, hear. : 
Hon. Mr. Cuerveier: And I am sure that the present chairman, Mr. Hughes 
' Cleaver, will carry on along those same lines. 
a During the five years that I have been at the head of the Department of — 
_ Transport we have had Mr. R. C. Vaughan, the former president, giving evidence 
here, and this year we are happy to have with us the new president of the Cana- — 
4 ‘dian National Railways, Mr. Donald Gordon. Mr. Gordon is not a new figure. He 
thas been before us in other capacities for many years. Andi all I should like to say 
is that I am sure the same fine relationship which existed between the officers of 
ee Canadian National Railways and the committee in the last five years will 
i continue in these deliberations, as well as in deliberations of future years. 
Then I want to thank Fie members of the committee for the dispatch with 
which they organized the committee and got down to business. It is important, 
_ I think. that we should realize that the officers of the Canadian National Railways 
_ have many things to do, they have the business of the corporation to carry on; 
and while they are at the disposal of the committee for the time that the committee 
requires them to remain here, I know that it has been the practice in the past to 
carry on with the reports and so forth as expeditiously as possible. For that 
reason I want to express to the members of the committee my thanks for their 
dispatch in establishing and organizing the committee. That is all I have to say, 
_ Mr. Chairman. 
ne The Cuatrman: Mr. Gordon. 


Loy Mr. Donatp Gorvon, C.M.G. (President, Canadian National Railways) : 
~ Mr. Chairman, before I read the annual report of the Canadian National Railways 


ii for 1949 I would like to express to you my pleasure at being here on my first 
_ attendance before this committee. I am glad to see around it the faces of some 


7 


g : _ SESSIONAL COMMITTEE 


old friends. I hope that I may be able in my new position to render the same 
kind of friendly service and enjoy the same sort of friendly relationships that 
I have had with members in the past. 

_ We have come here from the Canadian National Railways equipped, I hope, | 
to answer any questions on matters which the members may be interested in; and 
may I say that we regard this committee as being the representatives of our 
shareholders, who, of course, are the citizens of Canada. Now, I just want to| 
emphasize that we hope our officials are equipped to deal with any questions 
which may arise, but if there are questions on which we have not the right 
answers at once I can assure you that we will be able to answer them on very short | 
notice. | 

Now, if I may, Mr. Chairman, I shall read the annual report:— 


Monrtrear, March 10, 1950 


Tur HonovurasLEe LioNEL Cuevrier, K.C., M.P., 
| Minister of Transport, 

Ottawa. 
Sir: 3 ! 
There is submitted herewith a report of the operations of Canadian National | 
Railways for the calendar year 1949. . | 


On December 31 Robert Charles Vaughan, C.M.G., concluded his long and/) 
distinguished career with the Railways, retiring from the positions of Chairman | 
of the Board and President of the System, and it is therefore appropriate that the) 
undersigned, joining the Canadian National organization to assume these offices | 
as his successor on January 1, 1950, should, in transmitting this report of the | 
Directors, refer only briefly to some of the salient features of the 1949 operations, | 
further details of which will be found elsewhere in this report. 


The diversified and widely dispersed economic development of the territories | 
served by the Canadian National System remained generally at a high level) 
throughout the year, although a trend toward stabilization of pace was indicated. 
The Canadian National continued to fulfill its function as an essential factor in| 
that development. 


The System again made a new record in gross revenues earned. However, 
the benefit of rate and fare increases effective during the year was more than) 
offset by a moderate reduction in passenger and freight traffic volume and further | 
substantial increases in labour and material costs. In consequence, operating| 
revenues of $500,723,386 exceeded operating expenses by only $22,221,726, which, 
after meeting taxes, equipment rents and other income charges, left only 
$4,057,907 to meet interest charges of $24,302,650 on bonds held by the publie, } 
plus $21,798,283 interest payable on advances from the Government of Canada. 


On December 28, 1949, it was found necessary, due to coal shortage, to/ 
announce curtailment, effective January 9, 1950, of passenger train service on) 
the Canadian lines of the System. This curtailment was in effect up to March 9, 
on which date full service was restored. 4 


Requests of certain labour organizations employed on system lines for 
further increases in wages and alterations in rules respecting working conditions 
_ were received during the year and currently are in either the negotiation or 
conciliation stage. Compliance with these requests would have added many| 
millions of dollars to the System’s operating expenses. 
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In 1948, in an endeavour to offset in part the ever mounting cost of operating 
their properties, the Canadian railways, through the Railway Association of 
Canada, launched an application to the Board of Transport Commissioners for 
a general increase of 20 per cent on rates within the jurisdiction of that Board. 
Following an appeal by one of the Association’s member railways from the award 
of an interim general increase of only 8 per cent, the hearing on the original 
application was reopened toward the year-end and further evidence and argu- 
ment were submitted. The result can have no effect on the System accounts 
for 1949. 


The Royal Commission on Transportation held sittings throughout the greater 
part of 1949 and is continuing to conduct the important investigation entrusted 
to it. The Canadian National has been a constant and active participant in 
the Commission’s proceedings. The tribunal’s findings and recommendations 
will be of vital importance to the future of the National System. 


Capital expenditures during 1949 were in excess of $47,000,000, of which 
amount approximately $28,000,000 was for new rolling stock. 


During the year refinancing of corporate obligations was effected at 
advantageous interest rates. ? 


Progress was made in overtaking deferred maintenance which had accumu- 
lated during the war and early post-war years. 


On April 1, the Canadian National was entrusted with the management 
-and operation of the Newfoundland Railway and. Steamship Services and of 
certain telecommunication facilities. As of January 1, 1950, there was likewise 
added to the System the Temiscouata Railway. 


During 1949 construction of a substantial number of new facilities designed 
to improve the efficiency of the Railways’ service to its patrons was commenced, 
continued or completed. 


Plans were developed toward the year-end for the erection of an addition 
to the Macdonald Hotel at Edmonton, and for the taking over of the New- 
— foundland Hotel at St. John’s. 


The development of the Montreal terminal area proceeded during 1949. The 
International Aviation Building, one of the integral units in the composite 
structural programme, was practically completed and is now occupied by inter- 
national aviation organizations, airlines and other tenants. Considerable 
progress was also made towards completion of the Bonaventure freight terminal, 
another major project in this programme. | 

In brief, the Railway’s report for 1949 is one of continued development 
side by side with Canada’s national and international progress. The Railways 
are ready and able to play an increasingly important part in the nation’s 
development and in the utilization of its natural resources, the abundance of 
which has again been demonstrated by the proving of new oil fields and base 
and precious metal deposits. 


On January 21, 1950, the Canadian National suffered a grievous loss in the 
death of N. B. Walton, C.B.E., Executive Vice-President of the System. 


It is fitting that tribute be paid to the loyalty and efficiency of the entire 
Canadian National organization throughout the year now closed.. 


For the Board of Directors, 


D. GORDON 
Chairman and President. 
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CONSOLIDATED INCOME ACCOUNT 
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way Operating Expenses: 
Maintenance of Way and Structures 
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Traflic 
Transportation 
Miscellaneous Operations 
General 
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Net Operating Revenue 
Taxes 
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Other Income: 


Income from Lease of Road and Equipment 
Miscellaneous Rent Income 
Income from Non-transportation Property 
Hotel Operating Income 
Dividend Income 
Interest Income 
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Deductions From Income: 


The 


Rent for Leased Roads and Equipment 
Miscellaneous Rents 
Miscellaneous Taxes 
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Net Income Available for Payment of Interest. . 
Interest on Funded Debt—Public 
Interest on Government Loans 
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Fixed Charges of the System included in the above 
statement are as follows: 

Rent for Leased Roads and Equipment 
Interest on Unfunded Debt 
Amortization of Discount on Funded Debt 
Interest on Funded Debt—Public 
Interest on Government Loans 
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1949 


$394,424,463. 
43,287,240. 
5,085,327. 
26,378,979. 
9,254,966. 
22,292,408. 


$500,723,386. 


$ 88,402,550. 
106,916,137. 
9,105,658. 
245,715,517. 
5,761,783. 
22,600,013. 


$478,501,660. 


$ 22,221,726. 
Di BB RO Rea 3 
5,197,969. 
284,665. 


$ 5,546,817. 


$ 77,090. 
1,031,511. 
687,838. 
1,053,279. 
167,836. 
2,845,631. 
189,908" 


$ 6,653,160. 


$ 699,844. 
617,751. 
99,390. 
581,816. 
333,994. 
1,497,122. 
4,748,369. 
436,220. 


$ 8,142,070. 


$ 4,057,907. 
24,302,650. 
21,798,283. 


$ 42,043,026. 


$ 699,844. 
333,994. 
1,497,122. 
24,302,650. 
21,798,283. 


$ 48,631,896. 


~ 1948 


$393,544,359. 
41,562,141. 
4,761,629. 
23,410,761. 
7,885,346. 
20,105,712. 


$491,269,950. 


~ $ 86,012,266. 
98,339,520. 
8,724,581. 


245,351,741 .35 


5,211,242. 
21,100,617. 


$464,739,970. 
$ 26,529,980. 
10,318,631. 


5,712,481. 
323,237. 


$ 10,175,629. 


- er 


$ 67,280. 
976,052. 
601,501. 
915,175. 
298,558. 

2,914,998. 
470,583. 


$ 6,244,150. 


$ 720,599. 
538,872. 
126,386. 
973,613. 
282,413". 
508,564. 

221 1,019, 
306,054. 


$ 5,122,670. 


$ 11,297,109. 
23,202,817, 
21,627,032. 


$ 33,532,741. 


$ 720,599. 
282,713. 
508,564. 

23,202,817. 
21,627,032. 


$ 46,341,727. 
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REVIEW OF OPERATION 


The results of operation for the year were as follows. The Consolidated 
‘Income Account appears on the page opposite. 


1949 it 1943 

Operating Tevenues .. Fosse eee ce eee ete eee tees at $500,723,386 .00 $491,269,950 .00 
Operating expenses .......--+-> res red aie Tee ROL ne ie 478,501,660 .00 464,739,970 .00 

Re epioieaetine meventiel Weer sage daiged iat oe vie initln ed ya $ 22,221,726.00 $ 26,529,980.00 
Taxes, equipment rents, and other income accounts .......-- 18,163,818 .19 15,232,870.61 
Available for payment of interest ........-..+++++- oa. $ 4,057,907-81 $11,297,109. 39 
~. Interest on bonds held by the public: ........--++++eee es 24,302,650 .99 23,202,817 .69 
Available for payment of Government interest .....+.--+--- $ 20,244,743 .18 $ 11,905,708.30 
Government interest ..... I ee cet hain «1 ena legeta ee 21,798,283 .58 21,627,032.82 
DEH Et UE Fly sek Gat Ne ee Sere Se Rea: $ 42,043,026.76  §$ 38,532,741.12 


The less favourable result for 1949 is partly due to the continued imbalance 
between railway rates and railway costs, partly to a decline of 5 per cent in 
the volume of traffic, and partly to the inclusion, as from April, of the New- 
-foundland Railway and Steamship Services. There was also an increase in 
other income charges, mainly due to foreign exchange and to premiums on bonds 
called for redemption. The amount available for payment of interest was 
thereby reduced to $4,057,907.81, being $7,239,202 less than the 1948 figure. 
This, together with an increase of $1,099,833 in interest charges on bonds held 
by the public, and of $171,251 in interest charges on Government loans, resulted 
in the income position being $8,510,286 less favourable than in 1948. 


OPERATING REVENUES 


The inclusion of the Newfoundland Railway and Steamship Services added 
$7,756,495 to operating revenues. Rate increases obtained in 1948 and 1949 
resulted in increased revenues in 1949 over 1948 of $23 464,100. Freight trafic 
declined 6:44 per cent. Reductions were experienced in tonnages of coal, 
pulpwood, lumber, woodpulp, paper and livestock; increases occurred in grain, 
‘ores and concentrates, and petroleum products. Passenger traffic declined 9-7 
per cent while Express traffic increased 7°6 per cent and Telegraph business 
6:3 per cent. 


OPERATING EXPENSES 


Operating expenses increased $13,761,690, of which $10,340,526 was attribut- 
able to the Newfoundland Railway and Steamship Services. Increases in rates 
of pay and changes in working conditions in 1948 and 1949 increased 1949 
System expenses as compared with 1948 by $7,356,000. Higher prices of fuel, 
ties, rail and other materials added $5,399,000. Actual quantities of materials 
‘and labour required in 1949 were less than in 1948 due to decline in trafiic. 
“Schedules of the details of operating expenses will be found on pages 23, 24 
and 25. ~ 

Maintenance of Way and Structures expenditures amounted to $3,699 per 
mile of road operated. Some progress was made during the year on recovery 
of deferred maintenance and $8,000,000 was charged to deferred maintenance 
reserve. 

The figures for Maintenance of Equipment expenses indicated an apparent 
increase of $8,576,617 over 1948 but $3 500,000 was charged in 1948 to reserves 
for deferred maintenance. There was no charge to reserves in 1949. 

Transportation expenses showed little change, the effect of wage and price 
increases being offset by the decline in the volume of traffic handled. Gross ton 
miles per train hour, one measure of operating efficiency, increased from 25,900 
to 27,000. Fuel consumption measured in terms of coal showed an appreciable 
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reduction, dropping from 121 Ibs. of coal per thousand gross ton miles to 117 
Ibs. in freight service. A similar reduction in fuel consumption was to be 
noted in passenger traffic, where fuel consumption per passenger car mile was 
reduced from 15 to 14 lbs. of coal. ek 


OTHER INcomE AccouNTS 


Foreign exchange cost $1,568,499 in the year. The 5 per cent call 
premium on the 40-year guaranteed gold bonds called for redemption on 
October 1, including the charge for unamortized discount, cost $3,826,000. 


CAPITAL EXPENDITURES 


Capital expenditures during 1949 amounted to $47,010,441 (details are 
shown on page 28), of which $28,332,025 was for new equipment. 


FINANCE 


Two bond issues were made during the year. On January 3 there was an 
issue of $35,000,000, 3 per cent, 17-year bonds. These were sold at a cost to 
the company of 3:075 per cent. On September 15 there was an issue of $70,000,- 
000, 2% per cent, 20-year bonds, the cost to the company being 2-96 per cent. 
The proceeds were used mainly to finance capital expenditures and to redeem 
$57,728,500 of 5 per cent bonds, due October 1, 1969, called for redemption 
October 1, 1949. This refunding operation effected an annual saving of 
$1,382,548. 


CONDITION OF PROPERTY 


Deferred maintenance, principally in rails, ballast and timber trestles, which 
accumulated during the war years has not as yet been fully overtaken. The 
reserves which were set up against this condition have been impaired by the 
increases in wages and prices which have since taken place. Future maintenance 
expenditures will be affected. Steady progress was made in the installation of 
treated ties; 65 per cent of all ties in track are now. treated and as a consequence 
annual tie renewals have declined from 270 to 133 ties per track mile and 
further declines may be anticipated. 

There were slight reductions in the service availability of equipment at the 
close of 1949 as compared with the close of 1948. Comparative figures are— 
freight locomotives from 72:0 per cent to 68-7 per cent; passenger locomotives 
from 76-8 per cent to 73-7 per cent; freight cars from 94-5 per cent to 93-5 per 
cent. ‘To meet traffic needs, certain older types of equipment were retained 
In service, thus adversely affecting the average condition of equipment. The 
programme of purchases for 1950 will permit of the retirement of a portion of 
this over-age rolling stock. ; is 


TRAFFIC CoNnTROL 


In 1949 the installation of Centralized Traffic Control was completed on the 
Drummondville Subdivision from West Junction to Ste. Rosalie, a distance of 
116-1 miles. Now 301-2 miles of line of the railway come under this modern 
type of traffic control, the balance being on the Atlantic Region between Pacific 
Junction and Windsor Junction. 

Centralized Traffic Control is a system of railroad operation in which electric 
signal indicators operated by a dispatcher from a central control point take the 
place of train orders or time table authority. 

During the year the installation of automatic block signals between Spence’s 
Bridge and Hope, B.C., was 95% complete. Between Red Pass Junction and 
Jackman, B.C., 80% of the work in installing automatic block signals was done. 
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OTHER CONSTRUCTION PROJECTS 


_~ Work was continued. on the following major projects: 


At Montreal, in the heart of the down-town industrial area, construction of 
the largest single l.c.l. freight handling facilities and the most modern freight 
sheds in Canada is proceeding according to schedule. During the year, the out- 
bound freight shed, and portions of two of the three covered transfer platforms 
were built. Work is continuing on the rest of the project which includes an 
inbound freight shed, a four storey freight office building, and transfer platforms. 
There will also be some rearrangement and extension of the train yard facilities. 
The plan anticipates the completion of the project in 1951. Important street 
widening projects will be undertaken by the City when the freight terminal con- 
struction has been completed. 


The rearrangement and improvement of the yard at Mimico, Ont., proceeded 
» and 42% of the work has now been done. This yard was constructed over 40 
_ years ago and the track layout and freight handling facilities have been found 
_ inadequate to handle present-day traffic. The proposed changes will increase 
the yard capacity from 3,133 to 4,176 cars. 

| An annex to the locomotive shop at Stratford, Ont., was built. This was 
_ required to provide adequate space and facilities for shopping of the “Northern” 
_ and other large-size classes of motive power. It will facilitate handling of repairs 
and overhaul of engines and thereby reduce the time they are out of service. 


Reconstruction of freight and passenger car repair facilities at Point St. 
Charles, Que., was 65% completed. 
i Enlargement of freight yard at Vancouver, required to handle increased 
_ traffic was 75% completed. 
Work began on the construction of a new freight shed, together with neces- 
_ sary trackage, at Edmonton, Alta. This was required to handle greatly increased 
traffic. At the end of the year, 27% of this work.was completed. 


MontTREAL TERMINAL 


a An the International Aviation Conference in Chicago in 1944 Canada was 
ip honoured by being chosen as headquarters of the aeronautical world. Montreal 
became the headquarters for the International Civil Aviation Organization, in 
_ which 56 nations are represented, and for the International Air Transport Asso- 
ciation, which serves approximately 70 air lines. To house these organizations 
and others, Canadian National Railways, by arrangement with the Canadian 
- Government, erected the International Aviation Building adjoining the Montreal 
' Central Station. This was 95 per cent completed at the close of the year. 
_ Occupancy by tenants began on July 15 and practically all space is now taken 
up. Principal tenants are I.C.A.O. with offices for the representatives of 17 
nations, I.A.T.A., and Trans-Canada Air Lines. Air lines ticket offices on the 
concourse, with entrance from Dorchester Street, will be completed in the spring 
- of 1950. Facilities include a cafeteria for employees. 
, The new steam plant on Nazareth Street, serving the whole terminal area, 
y has been completed and is now in operation. i 
in Plans for further development are in hand. These include the rearrange- | 
ment and extension of the track layout in the Central Station area to facilitate 
— the construction of buildings over the track area. Plans are also being developed 
_ for the construction on this site of an office building and hotel. 
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EQUIPMENT 


Substantial deliveries of new equipment on orders placed in 1947-48-49 were 
received during the year. These were as follows: 


FREIGHT CAR EQUIPMENT: 
572 50-ton box cars 
1000 40-ton automobile cars 
1000 70-ton gondola cars 
368 overhead type refrigerator cars 
50 flat cars for Newfoundland 
75 8000-gallon tank cars 


PASSENGER AND EXPRESS 
Car EQUIPMENT: 
8 coaches for Newfoundland 
50 overhead refrigerator cars 


LOcOoMOTIVE EQUIPMENT: 
37 1000 h.p. diesel-electric switchers 
6 locomotives for Newfoundland 


Work EQUIPMENT: 
20 automatic dump cars 
3 diesel locomotive cranes 
8 steel snow plows 


Equipment on order at the end of the year, delivery of which is expected 
during 1950, includes: : 
FREIGHT CAR EQUIPMENT: 


490 60-ton flat cars 
2 135-ton depressed flat cars 


PASSENGER AND EXPRESS 

Car EQUIPMENT: 
25 air-conditioned coaches 
20 sleeping cars 
50 baggage cars 


LOCOMOTIVE HQUIPMENT: 
3 1000 h.p. diesel-electric switchers 
8 1500 h.p. diesel-electric locomotives 
18 600 h.p. diesel-electric locomotives 
3 electric locomotives 


The program of modernization of passenger car equipment which is being 
carried out in the company’s shop was continued and 37 units were completed 
during the year, consisting of: : . 

8 bedroom buffet-lounge cars 
23 sleeping cars 

2. parlour cars 

4 dining cars 


DigsEL POWER 


Dieselization is not a new venture with the Canadian National. The sys- 
tem pioneered in this type of power when, in 1925, it helped to design and put 
into service the first. diesel-electric locomotive in North America. 

Exclusive of oil-electric rail cars, the company now has in service 148 
diesel-electric locomotives of nine different types. 

In accordance with its programme of modernization, the Railway, during 
1949, put into service thirty-seven 1000 H.P. diesel-electric switching loco- 
motives, bringing ownership of tthis type of power to well over one hundred. An 
order was placed for eight 1500 H.P. diesel-electrigs of the road freight type and 
their delivery is anticipated early in 1950. In December, tests of a 4500 HP. . 
3-unit diesel-electric locomotive were commenced in passenger service between 
Montreal and Winnipeg. 

Diesel-electric locomotives supplanted steam power to a greater extent in 
1949 than in 1948. Mileage accrued by diesel power in freight service amounted 
to 2,010,866 miles or four per cent of the total freight service mileage. Diesel 
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- locomotives in yard operated 4,192,824 miles, an increase of 19-1% over 


1948. Mileage of all diesel locomotives in 1949 was 6,358,843 miles and rep- 
resented 6:8% of the System total locomotive mileage in all services. 


NEWFOUNDLAND RAILWAY 


When Newfoundland became a province of Canada in April, the Canadian 
National was entrusted with the operation of the Newfoundland Railway, con- _ 
sisting of 705 miles of line of 3’6” gauge. The main line, 547 miles in length, 
crosses the island from St. John’s to Port aux Basques, whence it is connected 
with the mainland at North Sydney, N.S., by steamship. It serves such centres 
as Gander, Grand Falls and Corner Brook. Branches connect the main line with . 
Harbour Grace and Carbonear, with Placentia and Argentia, with Lewisporte, 


_ and with Bonavista. A fleet of fourteen ships provides freight and passenger 


services. 

Rolling stock on the Newfoundland District consists of 46 steam and three 
diesel locomotives, 98 passenger cars, 1004 freight cars and 154 units of work 
equipment. 

Also included in the facilities which were entrusted to Canadian National 
is the drydock at St. John’s which, in addition to repairing the Company’s marine 
equipment, does a general drydock business. 

Acquisition of the Newfoundland lines increased the System’s staff by about 
4,200. 


TEMISCOUATA RAILWAY 


Effective January 1, 1950, there was entrusted to the Canadian National the 
management and operation of the Temiscouata Railway which had been pur- 
chased by His Majesty in 1949. The railway consists of a line 81-5 miles long 
between Riviere du Loup, Quebec, and Edmundston, N.B., connecting at. both 

_termini with the Canadian National System, and trackage and running rights 
which extend westerly from Edmunston to Connors, N.B., a distance of 31-3 
miles. The territory served is largely agricultural and timbered. Forest prod- 
ucts constitute a considerable proportion of the railway’s total freight tonnage. 


System MILEAGE 


Following the entrustment of the Newfoundland Railway and the Temis- 
couata Railway, the System comprises 33,046-5 miles of track of various 
classifications. It is the only railway serving all ten provinces in Canada and, 
in addition, it operates mileage in the United States as follows: Maine, 133-37; 
Connecticut 80-65; Massachusetts 67°63; New Hampshire 124-36; Vermont 
433-75; New York 44:03; Michigan 1,846-41; Indiana 191-69; [Illinois 111-70; 
Wisconsin 8:36; Minnesota 276-79 or a total of 3,318-74 miles of track in 11 
States. , 

FREIGHT RATES 


As mentioned in the 1948 Annual Report the award by the Board of Trans- 
port Commissioners of a general freight rate increase of 21% (subject to certain 
exceptions) effective April 8, 1948, did not mark the end of this vitally important 


matter. The need of the Canadian railways for a further increase continued to 


be urgent and the question was before the Board throughout 1949. The only 
relief granted however, was an interim general increase of 8% which fell far 
short of meeting the railway’s requirements. 
At the beginning of 1949 there were outstanding a general freight rate 
inquiry, an application by the railways for a further 20% increase and a review 
of the 21% award which the Governor in Council had ordered the Board to 
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undertake concurrently with its consideration of the railways’ application for a- 
20% increase. The Province of British Columbia had also applied for removal 
from the railways’ tariffs of the “Mountain Differential”. | 

_ Hearings with respect to the 20% application and the review of the 21% 
award were held in Ottawa during the first part of the year, following which 
the Board took time to deliberate. On September 22 the Board delivered a 
majority judgment granting an interim general increase of 8% on freight rates. 
in effect on July 27, 1948, the date of the application, and an increase of 8¢ 
per ton on rates on coal and coke, but it postponed the final disposition of the 
application until certain further investigations and studies had been completed 
by itself and the Royal Commission on Transportation and until certain other 
matters referred to in its judgment had been determined. 

By leave of the Board an appeal against the Board’s action in postponing 
the final disposition of the application was taken by one of the applicant 
railways to the Supreme Court of Canada. This appeal was successful and the 
Court delivered a judgment holding that in so doing the Board had failed to 
perform a duty imposed upon it by law. The Board then undertook ito review 
its decision and held further sittings in Ottawa at the beginning of February 
1950. The ultimate decision in this application can have no effect’ on the 
System accounts for 1949. | 

On April 23, pursuant to the application of the Province of British 
Columbia, the Board ordered the railways to file tariffs effective on or before 
July 1, 1949, to provide for rates which would reflect the complete removal vi 
the “Mountain Differential’ from the rate structure. 

In the United States a further increase of 10% in freight rates was 
authorized by the Interstate Commerce Commission effective September 1. 
This superseded an interim increase of 6% effective January 11. Freight rates 
in the United States are accordingly now 57-39% in advance of those prevailing 
im 1946. 


Tur RoyvaL COMMISSION ON ‘TRANSPORTATION 


Throughout the year tthe Railway assisted in the enquiries being conducted 
by the Royal Commission on Transportation. The views and recommendations 
of the Railway have been embodied: in an extensive Submission which has been 
filed with, and will be augmented by oral testimony before the Commission. The 
submission concerned itself primarily with the direction to the Royal Commission 
to review the capital structure of the Canadian National Railway Company 
and report on the advisability of establishing and maintaining its fixed charges 
on a basis comparable to other major railways in North America. 

The Railway’s formal presentation to the Commission submitted that by 
comparison with other railways, an undue proportion of the capital of Canadian 
National is represented by interest-bearing securities. The annual financial 
results accordingly distort the true efficiency with which the System’s operations 
are conducted. It is apparent from the earnings characteristics of the System 
that a very large proportion of its capital should be represented by non- 
interest bearing securities, and a submission to that effect has been made to 
the Royal Commission. 

Canadian National has also advocated a uniform system of accounts for 
Canadian railways, and that such a system should be prescribed in accounting | 
classifications to be issued by the Board of Transport Commissioners under — 
statutory authority. 

The Submission also proposed that it is desirable to amend the agreed 
charge legislation passed in 1938. The purpose of this legislation was to relax 
to some extent the strictness of the law by which the railways are obliged to 
grant equal rates to all, and thereby to enable them to meet highway and water 
competition. The principle of the Act has proven to be sound but experience has 
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shown that it contains a number of provisions which seriously restrict its 
usefulness and prevent the public and the railways from obtaining the full 
benefit of this method of making rates, and for which there are no compensat- 
ing advantages. The amendments proposed by Canadian National would 
remove these restrictions but leave intact the basic principles of the 1938 
legislation. ; | 

The Canadian National endorsed the Submission of the Railway. Associa- 
tion of Canada, covering in detail the legislative and regulatory aspects of 
highway competition. 

Wace NEGOTIATIONS 


Following the Union of Newfoundland with Canada and the entrustment 
of the Newfoundland Railway to Canadian National Railway Company for 
operation and management, agreements were made with the organizations repre- 
senting the employees in Newfoundland whereby their wages and working 
conditions were established on the basis of those enjoyed by employees in com- 
parable classifications in the other Maritime Provinces. The resulting wage 
increases were made retroactive to April 1. 

On June 16th the Railway received notice of two formal demands made 
by the organizations which represent most of the non-operating employees on 
its Canadian lines. One group of organizations requested a general wage increase 
of 7c. per hour and establishment of a five-day 40-hour work week without 
reduction in the compensation now paid for a 48-hour work week. The other 
group requested a general wage increase of 10c. per hour, the establishment 
of a five-day 40-hour week and institution of a check-off of union dues. 
Negotiations ensued but did not result in agreement and following the proce- 
dure of The Industrial Relations and Disputes Investigation Act, 1948, two 
Boards of Conciliation have been established. These Boards held sittings in 
Montreal early in January 1950 at which written Submissions were presented 
by the Railway and the employees’ representatives. After receiving these 
Submissions the Boards adjourned until late in February to afford the parties 
an opportunity to prepare statements in rebuttal. : 

As a result of the recommendation of a United States Presidential] Emer- 


gency Board, the Canadian National was required to grant its non-operating 


employees on its United States lines a general wage increase of 7c. per hour 
retroactive to October 1, 1948, and a five-day 40-hour work week without 
wage reduction, effective September 1, 1949. Further substantial demands on 
behalf of the employees of the United States lines have been, received and are — 
now the subject of negotiations and mediation proceedings. 


HoTELSs 


The number of guests accommodated in the 8 year-round Canadian National 


hotels was 612,608 in 1949, as compared with 634,197 in 1948; the number of 


meals served, 2,175,446, as compared with 2,288,274; and gross revenue, 
$7,629,960, as compared with $7,488,789. 

The operating results of the Hotel Vancouver and the Newfoundland 
Hotel, St. John’s, are not included in the above figures. The Hotel Vancouver 
is operated jointly with the Canadian Pacific and the Newfoundland Hotel was 
taken over late in the year. 

Following the completion of an agreement with the City of Edmonton,. 
a contract was let for the steelwork of a 16-storey addition to the Macdonald 
Hotel. It will contain 300 guest rooms and will more than double the accom- 
modation of the present building which was built 35 years ago. The development 
of northern Alberta’s natural resources, notably the oil fields in the vicinity 
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of Edmonton, and the increasingly strategical importance of the area north 
of the city, combine to make Edmonton one of the fastest-growing cities in 
Canada. ; | 

The three summer resorts, Jasper Park Lodge, Minaki Lodge and Pictou 
Lodge, enjoyed another excellent season, substantially the same number of 
euests being accommodated as in the year before—61,059 as compared with 
61,236. Many of these guests were visitors from the United States. Gross 
revenue increased from $908,117 to $1,048,103. 


TELEGRAPHS 


In the volume of messages, private wire teletype services and radio pro- 
eramme networks, the business of the Telegraph Department was the heaviest 
in the Company’s history. 7 


An increase in Canadian telegraph message rates, averaging approximately 


15 per cent, was approved by the Board of Transport Commissioners, effective 
July 4. 

“The communication services of the Newfoundland Posts and Telegraphs 
were transferred to the Canadian National for operation on April 1. 


New O1u FIELDS 


The discovery of a major oil field extending practically all around Edmon- 
ton from Joseph Lake, 20 miles southeast, to Barrhead, 50 miles northwest, 
‘ndicates that this section of Alberta is one of the important oil reserves of 
the world. Most of it is served by the Canadian National. The Canadian 
National serves exclusively the Redwater field which, with an indicated reserve 
of 500,000,000 barrels is the largest oil pool yet to be discovered in Canada. 
In 1949, to provide service to these oil fields, the company constructed 40,000 
feet of team, passing and industrial trackage, and moved in large quantities 
of drilling and other material. 

The Railway has retained title to the mineral rights in respect of 3,000,000 
acres of lands in Saskatchewan and recently completed arrangements for leasing 
the exploration and development rights on a rental and royalty basis. 


Assisting DEVELOPMENT 


aye The Development Section of the Department of Research and Development 
directs its principal attention to studies of natural resources and plans for their 
development, solicitation for industrial placement, industrial surveys of cities 
and towns along the railway, market analyses and transportation cost studies 
and to providing industrial engineering services. 

During the year the Development Section was invited by the Government 
of Newfoundland to make a study of natural resources and industrial poten- 
tialities of the province. 

In its industrial development the Section works in close co-operation and 
harmony with municipal, provincial and federal industrial bureaux. 


COLONIZATION AND AGRICULTURE 


Some 94,000 immigrants moved to Canada in 1949. The Railways’ Depart- 
ment of Colonization and Agriculture continued its policy of settling vacant 
farm lands served by the System’s lines and of developing the maximum move- 
ment of immigrants to this country. Specialized service was provided for these 
new citizens from their ports of arrival to destination. Restricted shipping space 
and dollar exchange continued to be major problems. 

In its agricultural development programmes, the Department has main- 
tained close co-operation with interested departments of Government. and all 
branches of the agricultural industry. 
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RESEARCH LABORATORY 


_ ‘The Railways’ Research Laboratory is the only one of its kind in Canada 
and covers a wide field of research and tests. Its principal function is to enable 
adequate tests to be made of the materials used by the Railway in order to 
ensure that they meet its standards and specifications. In addition studies are 
carried out to further the improvement of the quality of materials, their 
utilization and the methods of processing them as well as the development. of 
better supervisory and control techniques. 


EMPLOYER RELATIONS 


_ The System continues to be deeply interested in employee relations, With 
over 111,000 employees, the System is the largest employer in Canada. Pensioners 
number 15,671. The company’s payroll in 1949 was $311,000,000. 

And there follows the balance sheet and various tables which are calculate 
to give complete information, Mr. Chairman. 


The CuatrMan: Thank you, Mr. Gordon. I presume that now the members 
of the committee would like an opportunity of asking Mr. Gordon questions 
concerning the report which he hag just read. 


Mr. Fotuweiu: In order to refresh our minds as to the duties of this 


committee, might we have a reading of the rules which are applicable to the duties 


of members of this committee? 


The Cuatrman: Perhaps the clerk would read our order of reference. That 
would give you the story. 
The Currk: | | . ! 
“Ordered,—That the Annual Reports for 1949 of the Canadian National 
Railways System, the Canadian National (West Indies) Steamships Limited, 
the Canadian National Railways Securities Trust, the Auditors Report to Parlia- 
ment in respect to the Canadian National Railways System and the Canadian . 
National (West Indies) Steamships Limited, and the Budget of the Canadian 
National Railways and the Canadian National (West Indies) Steamships Ltd. 
for 1950, tabled this day, be referred to the said committee, together with the 
following estimates for 1950-51: s . 
Vote 493—Maritime Freight Rates Act, Canadian National Railways; 
Vote 494—Maritime Freight Rates Act, railways other than Canadian 
National; 
Vote 558—Prince Edward Island car ferry and terminals, deficit 1950; 
Vote 559—Canadian National (West Indies) Steamships Limited, 
deficit 1950. | 
And that the Resolution passed ‘by the House on February 24, 1950, referring 
certain estimates to the Committee of Supply, be rescinded insofar as the said 
Resolution relates to votes Nos. 493, 494, 558 and 559.” | 
I think that covers it. 
The CuHatrMAN: That ts the subject of reference. Oh, I beg your pardon. 
The CierK: And the further order of reference is as follows: 
Ordered—That the Annual Report of Trans-Canada Air Lines for 
the year ended December 31, 1949, and the Auditors’ Report to Parliament 
for the year ended December 31, 1949, in respect of Trans-Canada Air 
DIMES Aloe Enis Ay iu. go vault unis ol able e/a 
That is, on Friday, April 24, 1950. 
Ras a nee a be referred to the said Committee. 
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Mr. Guus: According to the annual report, Mr. Chairman, the Canadian. 
National actually had an operating profit of approximately $4 millions. But at 
the same time there is shown a deficit of $42 millions odd. Might we have an 
explanation of the reason for that situation? May I ask what steps might be 
taken to correct it? 


Mr. Gorvon: If you will turn to the consolidated income account on page 6 
of the report, I think you will find the reason. 

The $4,057,907 to which I referred was the net income after payment of 
operating expenses and so on, and that income was short by the amount needed 
to pay interest on funded debt issued to the public, and which, according to the 
‘neome statement shows a total of $24,302,650.99 payable on bonds which have 
been issued to the public, and in addition, there is the sum of $21,798,283.58 
which is interest due to the government on loans advanced by the government 
to the railway over a period of time. The total of these two therefore comes, 
roughly, to $46 million, and that is the reason why we fall short to the extent 
of $42 million odd to meet these charges. 

Mr. Gituts: Would it be reasonable to ask the government to waive interest 
on these loans? | 

Mr. Gorvon: I have made a statement to the Royal Commission on Trans- 
portation which is now considering that question. I made various suggestions 
which may have come to your attention, suggestions of what I think would be a 
reasonable thing to do in the way of recasting the capital structure of the Cana- 
dian National Railways so that we might have a fair chance of being able to 
earn, on the average, over the years, all charges which the railway may face. 


Hon. Mr. Cureverer: It may be that I should be allowed to say something 
in answer to the question: Would it be fair to ask the government to do some- 
thing about these two matters? 

Something has already been done. In 1937 or 1938 there was a revision 
made pursuant to the Capital Revision Act, whereby a large reduction was made © 
in the interest due to the government, and the capital account was reduced 
substantially. 

But in answer to the question whether the government should not do some- 
thing about reducing the interest on bonds held by the public, I think that is a 
different matter and I do not think the government can do anything about it. It 
may be that the royal commission, in view of representations made, may make 
some recommendation, but I think we should hesitate before asking for action 
in connection with those loans. But as to loans due to the government which 
bear interest, under the circumstances, I think it would be reasonable to ask 
that that interest be waived. 


Mr. Gorvon: Well, the question of the Canadian National Railways capital- 
ization has been referred by the government to the Royal Commission on Trans- 
portation, as well as the views of the railway in respect to that particular matter, 
and these details are currently being considered by the royal commission. I am 
not too sure of my protocol, whether it is appropriate to discuss in the committee 
anything which is under consideration by the royal commission; but my personal 
views have been given in detail to the commission, and if any of the committee 
cue would like to have copies of them, I would be glad to see that they get 
them. , 

The Cuarmman: Might I interrupt? I think, Mr. Gordon, that most mem- 
bers of this committee would like to have an opportunity of studying an accurate 
copy of your statement to the royal commission, so, if the committee is willing, 
I shall ask the chairman of the board to furnish it to the committee reporters 
_and we will have it published as an appendix to our meeting of this day. 
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Mr. Fuuton: Might we ask Mr. Gordon if he could make copies available 
now, because, if the recommendations are printed, they will not be available to 
us for two or three days. ) 


Mr. Gorpon: Yes, we can do that. 

The CuarrmMan: I do not think it would be proper for us, as a committee, to 
enter into any discussion of Mr. Gordon’s statement while the matter is sub 
judice. 

Mr. Murcu: I would like to agree with you, Mr. Chairman; but if I were 
interested from the outside, I would not. 


Hon. Mr. Cuevrier: The Speaker has ruled, first of all, that there could 
not be a discussion in the House concerning certain matters which are now before 
the Board of Transport Commissioners. And he has also made a ruling with 
respect to matters which are now before the Royal Commission on Transporta- 
tion which would indicate that, while certain things might be discussed, certainly, 
other matters should not be discussed. | 

I am not going to suggest to the committee that matters which are before the 
royal commission should not be discussed, other than to say that when reference 
is made to a body like the Royal Commission on Transportation, I ask myself 
the question of the propriety of discussing such matters here. However, that is 
something for the committee to decide. 

Mr. Murcu: The minister having said what he has said, might I say that 
my reason for saying that I would agree is this: It has been our practice in this 
committee, after having heard the report of the president of the road, to begin 
an orderly examination of it, page by page. | 

Therefore, with the consent of the committee, I propose that we begin an 
examination of page 6 and go through the report and deal with each of these 
questions, because, if we begin to probe, we won’t be finished for two weeks. 

Mr. Knicur: Might I say this in opposition: is it not customary, upon receipt 
of such a report as this, that, perhaps, some of the committee members’ might 
Be AeeneG to make some general observations before going into a detailed study 
of it? 

Mr. Mutcu: I did not intend to oppose that course, but I thought that, 
having regard to an orderly procedure, since we have all the activities of the road 
before us, it seemed to me that, while the president’s report was fresh in our 
minds, that we should take the opportunity to relate our questions to the time 
which is current, and that it was a more orderly way. We would get exactly 


to the same place. I suggest it from my experience. I was not proposing that, 


Mr. Chairman, but I thought as we have all of the activities here, and while 
the president’s report is fresh in our minds we should have the opportunity to 
relate our questions to the items which come up in turn. It is a more orderly way. 
We get exactly the same place. I am just suggesting it, but I am in the hands 


of the committee. 


The Cuatrman: Before we proceed, may we clear up these points. I would 
like to ask about this material that it is proposed to distribute among committee 
members. I take it that that is a recommendation of Mr. Gordon in regard to 
the method of amending or altering the capital structure of the Canadian 


- National Railways? 


Hon. Mr. Cuevrirr: It is a statement that was submitted to the royal com- 
mission by the president of the Canadian National Railways. 

Mr. Gituis: What value would it be to us now to discuss this annual report 
because everything that is before that royal commission now, and everything 
that Mr. Gordon has made a submission on are matters that are contained 


in this report, practically everything. 
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Mr. Gorvon: No, I do not think that is the case. The statement to the royal 
commission deals with certain specific suggestions in regard to the capital structure 
and other questions which were referred to the royal commission. 1 might say 
that there was a preliminary brief submitted to the royal commission by the 
C.N.R. which is rather a bulky document but that is not the one I mean. The 
one that I am referring to is a personal statement which confines itself to the 
consideration of a few main questions. Now this annual report before us deals 
with the operation of the railways as such, its workings from day to day; 

and it is a different thing altogether. 3 
| Hon. Mr. Cueveimr: May I say to Mr. Gillis that the reference to the 
committee is to study these reports and not the brief made to the royal 
commission. 

Mr. Giuuts: If this matter was not before the royal commission it would be 
relatively simple to proceed. However, I am in the hands of the committee. 

Mr. Grorce: Would it be in order to put on record the railway operating 
revenues and expenses broken down into regions? 

The Cuatrman: May we settle this one point. Is it the wish of the com- 
mittee that we should print as an appendix to our minutes of this meeting a copy 
of the statement made by Mr. Gordon to the royal commission and referred 
to in his report as to the capital structure of the Canadian National Railways? 
All those in favour? : 


Carried. 
(Statement appears as Appendix A.) 


Now, dealing with the matters raised by Mr. Mutch and other members 
of the committee in regard to the manner in which we should proceed to our work. 
While Mr. Gordon was reading the report, I was wondering just what would be 
the best way to proceed with the committee work, and I suppose it should be 
done by question and answer. I do not think that at this stage it would be 
fair to the president of the Canadian National Railways and his large staff who 
are in attendance to listen to speeches or comments that members of committee 
wish to make. I think that at the present time our work should be restricted 
to questions and answers. 

Now, as to whether it will be better to confine the questions and answers 
to a page by page examination of the report or to subjects of the report or to 
the entire report, I frankly do not know enough about the subject to suggest 
which method to follow, so I think we will start off for a while and see how the 
questions develop. Who would like the floor? 

Mr. Carter: I would like to be informed on one point. There are some 
matters touched upon in this report that are before the Board of Transport Com- 
missioners and some other bodies. Am I right in inferring that we are not at 
liberty to discuss these matters because they are before these other bodies? 

Tre CHARMAN: I would rather not make a ruling in advance. As far as I 
am concerned I always like committee work to be carried on on an agreeable 
basis and as long as you are reasonably well within bounds, I am not going to 
stop any questions. 

Mr. Knicut: You have suggested that it might be a waste of the president’s 
time to listen to expressions of opinion. While as a humble member of parliament 
and a member of this committee I do not suggest that we have anything very 
valuable to advance, particularly in the matter of financial details, still I believe 
that as members of the general public perhaps we have views that the president 
ought to know about, and your answer suggested that while we may not now waste 
the president’s time there might be an opportunity given to us later. 
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_ Hon. Mr. Cuevermr: I think there will be an opportunity when the matter 
you are interested in is reached in the report. If it is not in the report, then at 
the end of the report there will be an opportunity to bring up general matters. 

Tue CuHarrMan: In order to keep this work within bounds I would suggest 
that when one member has the floor and is asking questions he should have the 
right exclusively unless, of course, he consents to an interruption. 

‘Mr. Georce: All I want to find out is whether it is possible to have placed 
on the record operating a breakdown of the two principal items of revenue and 
expenses on page 6, a breakdown showing these revenues and expenses by regions. 

Mr. Gorvon: If you will turn to page 23, you will see the general breakdown 
of operating revenues and expenses that we have shown there. A breakdown by 
regions should be technically possible but it would not be very informative in 
character. It would take a great deal of work because the traffic overlaps 
between one region and another, and it is difficult to allocate properly the 
revenues and expenses pertaining to any one particular region. We have divided 
the system into regions for operating convenience rather than statistical analysis. 

Mr. Grorce: In other words then, the Atlantic region does not show either 
a profit or a loss according to the report. 

Mr. Gorpon: As far as our books are concerned that is so. I think it would 
appeal to you that it can be done but you will get into all sorts of complicated 
questions as to regions where traffic originated and where it is destined, and I 
might say again that our regional system is based on traffic operations rather than 
on a revenue and operating expense standpoint. ; | 

THe CHAIRMAN: Shall we leave it this way, that Mr. Gordon will think 
over the question and if he believes that without too much expense a statement 
can be prepared which will be of any use to members of the committee he will 
have it prepared. | 

Mr. Gorpon: I will do that, but it is not a statement that can be prepared 
in a hurry; it is something that will take considerable time. 

THE CuHarrMan: If you find that it would not serve any useful purpose, I 
think members of the committee would be quite willing to leave that to your 
discretion. | 

Mr. Gorpon: I would like during the recess to have a talk with Mr. Cooper 
in regard to that. 

Mr. Grorce: I do not intend to put the railways to any unnecessary work, 
but I was wondering if the breakdown was available. 


Mr. Mort: This is a report of the operations of the railway. As to the 


future, we do not see any new suggestions in this report. For instance take the 


city from which I come, New Westminster; are we looking into the future there; 
is there anything planned there for the future? For instance, you pay rent on a 
line running between New Westminster and Vancouver that has no real terminals, 
and there is land available and things like that. Is there any committee or 
commission within the railway that has been formed to look into the future or 
what is the future in that particular locality? 

Mr. Gorpon: With regard to your first point, I would like to say that this 
report specifically deals with a review of the 1949 operations; it is not intended 
to be a forecast of the future. On your general question, we have quite a well 
staffed department of research and development whose job is constantly to keep 
abreast of events in any particular territory or any particular area of Canada; 
and, specifically, in your district there are a number of matters which are under 
examination although they have not reached the stage where I am able to make 
any specific pronouncement about them. All I can say is that we are alive to 
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the need for keeping abreast of developments particularly in the territory which 
we serve directly and we have in mind generally to see to it that our research 
and development branch is equipped and staffed to perform that job adequately. 

Mr. Mort: The reason I asked is that I have approached the department out 
there and there is not much chance of getting a satisfactory answer at all. 

Mr. Gorvon: If you have any specific question concerning your district you 
wish to be dealt with, Mr: Mott, I shall be glad to give it my personal attention 
and I shall be glad to hear from you. 

Mr. Harrietp: Mr. Chairman, are the officials ready now ei have suggestions 
from this committee? 

Mr. Gorpon: Mr. Chairman, I can only speak for myself but I welcome all 
kinds of suggestions. 

Mr. Harrieip: It says on page 18 of the report that the railway has retained 
title to mineral rights in respect of three million acres of land in Saskatchewan. 
What land in Saskatchewan? 

Mr. Gorpon: These were lands that were originally given to certain lines of 
the Canadian Northern at the time the railway was first put through, and 
these lands have been sold off consistently since that time over a period of many 
years. It goes right back before the formation of the system. However, since 
1923 they have been steadily sold, but when we sold this farm land, due to the 
technical nature of the sale, contract, the railway retained the mineral rights. 
In other words we still have control of those mineral rights, and we have made 
an arrangement, as it says in the report, with a company to conduct exploration 
work on a lease basis and subject to our getting a royalty percentage if they do 
discover oil. 

Mr. Fuuron: Could you give us some details of the arrangement, Mr. 
Gordon? 

Mr. Gorpvon: I would like to answer that question first by asking a ques- 
tion of the committee. I am not certain if it is appropriate for the railway to 
give particulars of what after all is a private contract. 

Mr. Futon: I just wanted to know the annual rental that the railway is 
getting. If the negotiations are still under way, I can appreciate it cannot be 
disclosed, but if the contract 1s concluded there is no reason to withhold these 
details. I do not want to prejudice the negotiations or to embarrass the company 
financially but if the matter is concluded, could we not have the information? 

Mr. Gorpon: Perhaps I could say fee to you, Mr. Fulton: the contract 
is on a basis which is recognized more or less as standard, but it does contain a 
variation of classes under given conditions which I think represent the private 
business aspects of the company concerned. I would be in doubt myself as to 
whether or not it 1s appropriate thus to disclose the terms of contracts of that 
kind; but I am entirely in the hands of the committee and I would appreciate 
the advice of the minister on it. 

Hon. Mr. Cuevrier: What I was going to say, Mr. Chairman, was this: 
that in the past we have followed the practice and custom here of not giving 
information which Canadian National Railway officials thought was information 
which would be of benefit to its competitors; and this is a rule which has been 
followed both in the House in answer to questions and in the committee. How- 
ever, if the committee feels that the information should be given, the committee 
is the master of its own proceedings. But in the past when an officer of the 
Canadian National Railways indicated that it was not in the interest of the rail- 
way to give certain information and there was some doubt about it; it has 
generally been the view of the members that such information should not be 
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given. I have in mind in particular information about salaries of officials of 
the Canadian National Railways. The Canadian National took the view 
that that information should not be given publicly. 


Mr. Fuutron: Mr. Chairman, I certainly agree with the minister there, that 
information should not be given which would benefit the company’s competitors, 
but is this a matter which if made public would benefit competitors of the 
railway? s . 7 | 

Hon. Mr. Cuevrier: I do not think I should be the judge of that. 

Mr. Fuuron: No. 


Hon. Mr. Cuevrier: I should not attempt to. 


Mr. Futron: But I would have thought, on the other hand, this is a 
source from which the railway is going to obtain some income in the future 
I presume, in the development of: the country; and, surely, those details will 


_ have to be given in the report when that becomes the case. Surely we are not 


going to conceal then items of that kind. I hope that in the future we will not 
be prevented from obtaining details as to where income is obtained. I think 
that in future years we will have to be in a position where we can know and 
get all that information. I do not accept the proposition that this is something 
which is not of benefit to the country substantially; but if it is a matter which 
is now under negotiation with companies concerned I will not press the point 
at the moment, but I do think that when the time comes that returns from 
these arrangements appear in the income account, then we should have full 
right to enquire in detail as to what the contracts in each case were. 


The Cuatrman: If I may interrupt just a moment: Mr. Gordon ‘has asked. 
for an opportunity of thinking this matter over to see just how far he can go 
in meeting your request, Mr. Fulton; and so we will just let the matter stand 
without a ruling at the present time. I was under the impression that perhaps 
there might be some general questions in regard to the report, but it is quite 
obvious I am wrong, and that the members are interested in specific questions. 
Shall we turn now to sections of the report? 


Mr. ADAMSON: Mr. Chairman, I would like to ask a general question. 
The CHarrMAN: Certainly, Mr. Adamson. 


Mr. Apamson: The question I would like to ask, Mr. Chairman, ig this: 
Basically the railway is suffering as all railways are from obsolescence, in 
rolling stock, in stations, and in many of its assets, and I would like to find out 
from the president whether if the railways put on a program now—a real 
program of modernization and dieselization—such improvements could pay for 
themselves, and over what period of time; and approximately what sum, or 
what obsolescence, or what modernization the board would like to make if they 
were not so tight for money at the present time. I am thinking particularly, 
partially of suburban traffic in our metropolitan areas. I am also thinking 
of dieselization on the main line passenger traffic and the modernization of rail- 


_ Toad stations, both along the main line and elsewhere. Now, I realize that 


I am asking for a general statement from the president, but I think there is a 
real problem. For instance, the station that I leave from when I do leave 
was built two years before the Indian mutiny; it is still that station, and 
everybody in the district I come from says the railway is losing a tremendous 
amount of revenue because of obsolescence, particularly of equipment which 
they have to provide for a traffic which they feel could be developed. Now I 
would like, Mr. President, probably not now but at some time, if you would 
make a statement as to the possibilities. What would it cost actually to 
modernize the railway and what would the prospect of revenue be? I have in 


mind a statement similar to that made by the chairman of the Chesapeake and 
Ohio Railway just recently. 
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The Cuarrman: Thank you, Mr. Adamson. I think that is a very 
valuable question and as you rightly observed it will take a lot of consideration. 
It will be noted and answered before Mr. Gordon leaves. I understand your 
question to be what capital expenditures would be involved and what economies 
could be effected and what increased revenue could be obtained? 

Mr. Apamson: That is it. | ee : 
Mr. Gorpon: I would be prepared to give a tentative answer now and 
then I might perhaps develop it further later on if so desired. 1 would say 
that in a general way the question breaks itself down to three parts. Anyone 
looking into railway affairs during the depression starting around 1930 will find 
that the expenditures made on modernization were very limited indeed during 
that particular period and as a result obsolescence did accumulate. Now, the 
second period was the one in which the railway was exhausted through its 
wartime operations; rolling stock, road-bed and whatnot all obsolesced; and it 
is also true that very large sums of money have been spent. In the years 
1940 to 1949 for instance, Mr. Cooper calls my attention to the fact that over 
%200 millions has been spent for new equipment. It is a very large system, and 
it must be remembered that you cannot modernize a railway overnight. It 
takes a long period of time and as far as I can judge the modernization which 
has taken place, the recovery of obsolescence over the last years has been 
proceeding at a rate which would indicate the maximum has been done, having 
regard to the facilities available and the equipment and supplies available. I do 
not see there is any question about it that that type of modernization has been 
going forward just as fast as it could. And when we come to the budget you 
will find that we have included an expenditure of something like $37 millions 
for 1950. That is just as fast I think as it can be accomplished, because there 
is such a thing as the physical handling of a program of that sort; 1t must be 
consistent. The third part of your question was, what of the future, I take it? 

Mr. Apamson: That is it. | 

Mr. Gorpvon: That is a question I am not prepared to answer because I do 
not think we have given the matter sufficient study. We have a dieselization 
program which has been referred to in our statement. We are not yet ready 
to say to what extent that program could be expanded nor have we completed our ~ 
examination as to what economies can be effected thereby. That is a study which | 
is currently under way by a committee of officers of the railways and we expect 
and hope to have some better views on it some time in the course of this year. 
I made the statement the other day when I spoke at a meeting in Toronto that 
we are not prepared yet to say that dieselization is the whole answer. Some 
people think of dieselization as an academic answer which is going to solve all the 
problems of the railways. There are a number of problems which are unique 
in Canada all of which will require a good deal of study before we can come_ 
forward here with any general recommendation. But we do have in mind very 
definitely trying to develop a program touching on all the points you have 
mentioned; that of the benefits of modernization and the benefits of such 
things as dieselization; what might be termed a new approach—suburban traffic 
and that sort of thing. We want to be satisfied that we can see results through 
economies or improved operating efficiency before we undertake expenditures of 
that sort. Before we make such expenditures we must be sure that there will be | 
a return sufficient to make the change a sound business adjustment; and, as 
a matter of policy, the railway would of course bring all such matters and 
recommendations before this committee. | 7 

Mr. Apamson: Could that report be ‘brought to the Minister of Transport 
or to the chairman of this committee in any form during this session of parliament? 


b 
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Mr. Gorpown: I have been discussing that matter with Mr. Dingle, who is our 
new vice president in charge of operations, and I am afraid that we are not 
ready yet to come forward with any specific recommendation on what might be 
called our dieselization program. Am I right there, Mr. Dingle? 

Mr. Diner: That is true. We have made ‘considerable strides along these 
lines. At the moment we have some 140 odd diesels in use. We are developing our 
entire program. Many new types of cars are now in service, and there are 
others ready for delivery. As to station facilities and so on, our budget for the 


coming year does not cover every point completely ; for obvious reasons, it cannot 


be done. We can do so much each year and we are doing the best we can to try 
to Improve our position from year to year as to stations, trackage and facilities 
of that kind. 
) Mr. Apamson: I have heard it said that modern lightweight trains are 
paying for themselves on the American railways within a very short period of 
time. 

Mr. Gorpon: It must also be remembered when considering these different 
matters such as the one which has just been mentioned that traffic density has a 
large bearing on returns. Where there is a sufficiently high rate of traffic density 
these new developments pay for themselves very quickly, and under such 
conditions such a development would be economical. But from the standpoint 
of economy, if you were to spend-a lot of money and put the same type of 
facilities in some of the ‘areas we have to serve the traffic would never pay for the 


_ development. I have.come to realize this about the railway in the short time that 


I have been in office, that everybody knows how to run a railway. I do not say 
that unkindly, I say it just as a fact; that I have learned that everybody knows 
how to run it; so we have a lot of suggestions for improvements as to what people 
think should be done based on their personal observations, but they do not take 
into account, and.I make this observation with respect, what the impact of those 
suggestions is going to be on the system. But my point is this, that now being up 
to date, having regard to the facts concerned, there has not been time nor has 
there been the opportunity either, with regard to availability of equipment and 
supplies that we have been unable to get, really to consider whether or not a new 
approach would produce better results. Such may be the case, but that is not 
something which can be embarked upon just in the light of a few statistics, or 
picking out certain types of equipment. It has to be done by a much more 
careful program than that. We cannot spend millions of dollars without proper 
planning. If we were to do so we would be much worse off than when we started. 
As I see it, that is the main problem which confronts us. 

The Cuarrman: Thank you Mr. Gordon. Mr. Cavers, you have been trying 


to get the floor. 


Mr. Macponarp: Following up the suggestions made by Mr. Adamson J 
might ask you, Mr. President, with regard to the matter of the needs of the road, 
what the cost is going to be in this regard? In the 1930’s, as Mr. Gordon stated, 
many things could not be done owing to conditions existing in this country. Then, 
during the early ’40’s, on account of the war and the heavy traffic, the roadbeds 
took a terrific beating. I am wondering what the policy is with regard to the 
rehabilitation and the establishment of those roadbeds, particularly with respect 
to main travelled lines. 


Mr. Gorpon: Our policy is to go forward just about as fast as we can to get 
the roadbeds into what might be called class 1 condition. Again, you cannot make 
a generalization. For instance, I have in mind the examination of the condi- 
tions existing in the British Columbia area. We have had all kinds of difficulties 
there and they recur every year. We spend millions of dollars every year to 
maintain the status quo. I, naturally, have said “Why do we not do this on a 
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basis where we do not have to pay out that money every year”. I sat down 
and studied the situation and I found that the line was put down in the first 
instance by. the Canadian Northern on the basis of getting it in there as cheaply 
as possible. They went through on the best gradient possible and, with respect 
to operations, our expense is much less than that of the Canadian Pacific Rail- 
ways in the same area because their line has heavier grades—whereas we are 
down at the bottom of the mountain. The trouble is the whole darned mountain 
‘comes down on top of us. 

I got the operating officials in and after a lengthy discussion I said: Now, 
I have heard all of your problems and what happens every year. You have 
shown me pictures and reports by the score but how much money would it take 
to put, in that very short area—only about forty-two miles—a good railway 
line? The worst area is, as I say, only about forty-two miles. I am told that 
to put in a line where we would be reasonably sure that we would not have 
trouble would cost $150,000,000 to $175,000,000. At that point I sat back and 
suggested that we take another look. I have not yet reached the stage in hfe 
where I think that $150,000,000 is not a lot of money. 

Now, you sit down, deliberately, and say that you will spend $150,000,000 
but you must also keep in mind that you are talking about a program that would 
take twenty or twenty-five years to complete. It is not something that could be 
done overnight. : , 

Mr. Murcu: It might stop snowing by then. 

Mr. Fuuton: You are referring to the Fraser canyon area? 

Mr. Gorpon: Yes. We have a great deal of difficulty every year with snow- 
slides, washouts and floods. For instance, right now we know that we are facing 
a probability—I was going to say a possibility but it is stronger than that— of 
further floods. What can we do? We can send out a certain amount of equip- 
ment, and make plans, but if there is going to be a flood there is nothing we can 
do to stop it. There is not a thing we can do to prevent very serious disruptions 
of service if we do get floods. We can help a little, but we cannot change the - 
basic condition. 

Mr. Knicur: If someone else wishes to proceed further I have no objection, 
but I want to raise another large general question. Mr, Adamson spoke of the 
deterioration and obsolescence of material. The thing I want to speak of is 
something more intangible and I think | can get it in under this last item on 
page 19. 

Hon. Mr. Curverer: I hope it is not a spiritual matter? 

Mr. Knicut: The event may prove that. My point is on the matter of 
employee relations which I notice has been given the last position in the report 
on page 19. Also, with that, I would include public relations. 

The CuHairMAN: Before we go on to these specialized subjects are there any 
further general questions? | 

Mr. Knicut: This is general as you will see when I get through. 

The CuamMan: It appears to me that your question is directed towards a 
special subject which we will reach by going through the report page by page. 
I do not wish to curtail discussion but I want to do everything I can to facilitate 
the work of the committee. | 

Mr. Knicut: I think we are working at cross-purposes. As a matter of fact, 
my chief reason for bringing up the item is that I thought I could get it in here— 
otherwise I thought you might decide the discussion was too general, 

The CHAIRMAN: Well, make a try. ~ 
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: Mr. Fuuron: I will not take any time from Mr. Knight but my recollection 
is that in past years we have dealt with the report page by page. I was going 


. to suggest that to keep our business orderly it might facilitate matters if we 


adopted that procedure now. 3 

The Cuarrman: I agree with what you say but I do not wish to be unfair 
to Mr. Knight. You have heard the comments, Mr. Knight, is yours a general 
question or is it with regard to one item, namely labour relations? 

Mr. Knicut: In my opinion it is a completely general question. 

The CuarrMan: Yes, but is it with regard to a specific subject or is it a 
general question? 

Mr. Knicut: Let me state my question. It has to do with the general 
public relations and employee relations which exist in the company. I refer 
there to the feeling between management and employees and to the feeling 
between management and the company. I also include what I shall call deter- 
ioration or suggested deterioration in morale. 

The CuHatrMAN: Go on and ask the question of Mr. Gordon. Ask a question; 
do not put it in the form of a statement. 

Mr. Knicut: That is going to be difficult. I am going to ask Mr. Gordon’s 
opinion on this general question. 

The CuarrmMan: Ask him the question and he will answer. ; 

Mr. Knient: I want to do some talking about the matter too. We allowed 
Mr. Adamson to introduce his question. However, I do not want to hold the 


- committee up. 


Mr. Mutcu: Mr. Chairman I do not want to take any time but I will say 
this. I have sat on a lot of these committees and I do not think that there is any 


- question relating to management that cannot be asked and answered when 


dealing with this report. If we are going to avoid duplication I think we should 
wait until the item is reached. I will take some gentle disagreement here and 
there—there are some points upon which I will expect to make statements and 
expect the president to contradict them if he can. In general, to avoid duplication 
of discussion and to have our meeting proceed in an orderly way, we might very 
well take half an hour on Mr. Knight’s question when we reach employee 
relations. 

The Cuairman: I think that we will save time if we get the opinion of the’ 
committee. How many are in favour of starting at page 7 of the report and 
taking up one subject at a time? ; 

Mr. Futon: Start at page 6? | 

The CuatrMan: All right. We shall take up the report at page 6. 

Mr. McLure: I wish to ask a question about a matter on page 4. 

The Cuarrman: All right, we will start on page 4 and Mr. McLure has the 
floor. | 

Mr. McLure: Someone referred a while ago to an amount of $21,000,000 as 
being interest owed to the government. Could we have the amount of tax that 
the Canadian National Railways pays to the federal government? For instance, 
there is one big amount which they pay—if they pay it—8 per cent on purchases. 
It must be a tremendous revenue for the government. If we find the taxes they 
are paying are big, we can form an opinion about the government not charging © 
them with the $21,000,000 interest. 

Mr. Gorpon: Mr. Chairman, as I understand it, Mr. McLure is asking 
about taxes paid to the federal government? 


Mr. McLure: Yes. 
Mr. Gorpon: As distinct. from provincial or municipal taxes. 
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‘Mr. McLure: I am not asking what is paid to the provincial governments. 
Mr. Gorpon: No. The item I have before me in the 1949 report shows 
$1,942.539 in the form of unemployment insurance; $121,510 in the form of 
excise stamps and $8,203,000 in the form of sales taxes. ; 

The CHairman: The last item would be charged to capital? ! 

Mr. Gorpon: Mr. Cooper reminds me that there could be duties on imported 
materials but I have not got that figure. 

The CHairman: Sales tax would be charged to capital account and not to 
revenue account? 3 | 

Mr. Gorpon: It is part of operating costs. 

The CrarrMan: Sales tax? 

Mr. Gorpon: Yes. 

The 'Cuairman: On the purchase of new rolling stock? 

Mr. Gorpon: On purchases of anything where sales tax is applicable. 

The Cuairman: All right. 

Mr. Murcu: Mr. Chairman, these items could be dealt with when we reach 
pages 24 and 25. 

Mr. Gorpon: Sales tax on new equipment would be part of the capital cost. 

The Cuamman: That is what I had in mind, yes. © ) 

Mr. Fuuron: Mr. Chairman, does the annual vote by parliament to cover 
the deficit, when paid, also bear interest or is it a straight payment? 

Mr. Gorpon: No, that is just a straight payment. 

The Cuarrman: Are there any more questions on page 5? 

Mr. Gituis: I want to ask a question concerning page 4. Perhaps it will 
not be a fair question to ask Mr. Gordon. 

Mr. Gorpon: I cannot think of any question that would be unfair. 

Mr. Giuuts: It is stated on page 4 that on December 28 it was found 
necessary, due to coal shortage, to curtail certain trafic. Now, I know you are 
not responsible for that, but some of your officials may be able to explain it. The 
question I want to ask is why did the Canadian National Railways, in the 
Atlantic region in particular, allow their coal stocks to get into the position 
where they had to curtail traffic ‘to the extent of 25 per cent in areas where 
there was plenty of Canadian coal available. Why could we not use our own 
fuel in areas where Canadian coal is available, rather than getting ourselves 
into the position where we have to use and are dependent upon United States: 
fuel. I think it was inexcusable because in the year previous the mines in Nova 
Scotia were idle, working part time, and coal was available. The mess they 
got themselves into in tthe United States was very apparent two years ago. I 
would like some explanation as to just why that happened? 

Mr. Gorpon: Mr. Chairman, on the first part of the question I would say 
that the curtailment of passenger service which took place in the maritime 
region was not because of a shortage of coal in that region. Let us be perfectly 
clear about that. The reason why the passenger service was curtailed by 25 
per cent was that there was an over-all coal shortage, particularly in the heavy 
traffic region—called the central region. If we had not taken precautionary 
cuts in the services all over Canada in very short order our central traffic region 
might have been tied up completely. We had to move coal from where the. 
stocks were in the maritimes. There would be no sense in closing down the 
central region and running in the maritime region because traffic would be 
completely disrupted. We had to run the Transcontinental services or there 
would have been freight lying around ‘all over the country. We felt that we 
had to keep traffic moving. Therefore, we averaged the cut all across Canada 
and moved coal from places where there was a long supply to places where. 
there was only a short supply. 
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With respect to the second part of your question there has been a good 
deal of misunderstanding. I have had prepared a statement of the economic 
use of eastern Canadian coal. Provided the coal is delivered to us for movement 
through the cheapest route to each particular consuming point, and having 
regard to the present assistance by subventions and so forth, we regard the 
economic area where maritime province coal can be used and moved ‘by us as 
being west to Coteau, thirty-nine miles west of Montreal, and as far as Fitz- 
patrick which is one hundred and twenty-three miles west of Quebec. 

Thinking of that as the area where we can use maritime coal, our estimated 
requirements this year, if we could have it offered by the maritime suppliers, 
would be 2,330,000 net tons. At the moment we have only had offered to us 
by the suppliers in the maritimes a total of 1,120,000 tons. This year we will 
have to move 1,110,000 tons of United States coal into that area because we 
cannot get enough from the maritime provinces. 

Now, in that breakdown we talk about the Atlantic region by itself. I can tell 
you that in our Atlantic region, under present circumstances, we can just cover our 
requirements from local suppliers. 

Our requirements in the Atlantic region total 1,120,000 tons and we have now 
proposed to purchase—it is not all confirmed—but we feel we can get supplies 
from most suppliers and get just enough coal to cover our requirements in the 
Atlantic region. But there would be another 1,120,000 tons available to the 
railways in the Atlantic region if the maritime provinces could supply it. 

Our policy is that we will take that coal if it is available to us on an 
economic basis and is of the proper quality for our needs. These suppliers know 
that. We have told them our requirements quite frankly, and we have invited 
them to make offers. 


Mr. Tuomas: I wonder if Mr. Gordon could give us a breakdown concerning 
Alberta coal as he has done in the case of maritime coal? 
~ Mr. Gorpon: I would be glad to. 
Mr. Georce: In connection with maritime coal, is it a matter of the price, 
or is it that they cannot produce it? 
Mr. Gorpon: No. In the past there was a difficulty with respect to price. 
We would have purchased more coal if we had been prepared to pay the price. 
At the moment the Atlantic region is the area where the maritime province 
coal can compete with coal from other sources, having regard to the effect of 
the devaluation of the Canadian dollar, and having regard to the effect of 
subventions. That economic area has been extended to a point where we can 
use 1,120,000 tons more. Their total production is not enough to take care of 
what could be absorbed by the railways plus the other users of their coal. 


Mr. Futton: Are you in a position to offer the railway as a permanent 
market which would make it worth while for those operators to increase their 
production, or are they afraid to increase their production because of the 
market? | 


Mr. Gorpon: You have put your finger right on a difficult point. Our require- 
ments vary from year to year. 

I think I should make it clear that the total amount which we will need this 
year in the area is larger than normal, because we will be replacing, in the 
Atlantic region, about 430,000 tons, in order to replace our stockpiles which we — 
drew down in order to supply the central traffic region during the last shortage. 

The normal requirement for the year 1950 would be 1,900,000 tons. And 
what we shall endeavour to do is, each year, about this time, to forecast as best 
we can our needs and try to arrive at an agreement with the operators, so that 
they can plan better than they have been able to in the past, what they can do 
about their production. , 


The CuHarrMAN: Of course, a change in the foreign exchange rates might 
move your westerly boundary of this economic area. 
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Mr. Gorpon: That is quite true. In 1949, on the same assessment of 
economic area, the approximate consumption could have been 1,384,000 tons. 

The Cuairman: On what point is your mileage based now? Is it not 
39 miles west of Montreal? 

Mr. Gorpon: It varies. The economic area up to September 30 was Quebec 
City. From October 1, it was Quebec City and Lake St. John. And since then 
it has been Lake St. John and Fitzpatrick. . 

The approximate consumption in that area could have been 1,384,000 tons. 
The actual maritime provinces coal supplied in 1949 was 794,000 tons, and we 
moved in 590,000 tons of United States coal into the area, which amount could 
have been currently supplied from maritime mines. 

Mr. Fouuwe : Is that coal from the maritimes as efficient as United States 
coal? | 

Mr. Gorpon: No. Coal varies considerably and it varies in the maritimes. 
There is coal in the maritimes to quite a sizeable amount which cannot be used 
efficiently for locomotive purposes because it is just not good enough. 

Mr. McCuutocu: But it was used all during the war and it gave satisfaction 
then, did it not? a 

Mr. Gorpon: In part. 

Mr. McCuttocu: According to my understanding today the Dominion Coal 
Company place a price with the Canadian National, and then the independent 
operators are asked to give a price, take it or leave it, much lower than the 
Dominion Coal Company’s price. | 

Mr. Gorvon: It is quite clear. There was a dispute which raged for some 
time with respect to the price. There is no doubt about it. But I can only speak 
in regard to this year and, as far as I am informed, the supplies which are now 
made available to us by maritime province suppliers are the maximum which 
they feel they can make available, and as far as I know they are satisfied 
with the price. 

Mr. McCutiocu: When you consider the months of J une, July and August, 
the independent mines down there could supply a lot of coal and keep their men 
employed during those summer months provided they could stockpile that coal. 


Mr. Gorpon: It so happens that in the particular time when suppliers 
are willing to supply coal to us in large quantities, that is the very time when 
there is a car shortage. The two things always seem to clash. The very time 
when the suppliers are ready to give us a lot of coal is the time when we are 
in trouble about our cars. But what we shall try to do is to build up our stock- 
piles and get coal coming in an orderly basis and in that way maximize the 
quantity we can get. 


Mr. Hatrigyp: Surely there would not be a shortage of cars during the 
summer months? - 


Mr. Gorpon: Mr. Dingle will answer the question more specifically, I 
think. 


Mr. Drncie: Yes. During past years, or following the war, we did have 
very acute shortages. But certainly today, or during the past twelve months, 
the situation is much improved with respect to handling coal in the Maritime 
provinces. We broke all records during the first two months of this year in 
coal handling in these provinces. | 


Mr. Harrieip: Has there been any research work done on maritime coal 
to see if it could not be made more useful to the railways? 


Mr. Gorpon: I got into a lot of trouble the other day in connection with 
that subject in answering newspaper reporters. 
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So far as I know, there is no research work of the character which you 
have in mind, but there is research work being done directed to more efficient: 


production of coal, the more efficient digging of coal from the mines. But what 


I would have in mind in talking about research work would be research of a 
character which would enhance the utilization of coal in order to get more 


heat energy out of that coal, or in order to utilize types of coal which cannot 


be used now, or which would get that coal to ultimate the use by gas turbines 
which, after all, is a development of gases coming from coal. 

Speaking as an amateur and therefore knowing all about my subject, I 
do not believe that is the answer to the coal problem. With the gas turbine 
as such we are far removed from the actual utilization of coal, and if the gas 
turbine proves to be economically successful, then we would use less bulk coal 
than we do now. But I am thinking of whether we cannot develop some research 
directed to the question of whether or not we might use for example run of 
mine coal. 

Surely, if we put in some ingenuity and spend some money, we ought to 
be able to find a way to use some types of coal which, right now, cannot be 
employed in locomotives. | 


Mr. Harriexp: Is the coal still shovelled into: the furnaces, or is it first 
ground to a powder and then blown in? 
Mr. Gorpon: Perhaps Mr. Dingle will answer that question. 


Mr. Dincitz: We have the two types, the stoker and the hand-fired 
locomotive. 


‘Mr. Gorpon: But the hand-fired type would not be used on main line 
traffic. 


Mr. Dincie: No. Our heavier class of power is equipped with stokers. 


Mr. Fuuron: Have you any reason to suppose that if you could offer 
yourselves as a steady market, the producers could expand their production 


so that they could meet your requirements over the years? 


Mr. Gorpon: Answering that question as a matter of logic, I would say 
yes. But I cannot say it is a matter of discussion with the company. However, 
we are currently engaged in talks with the companies with the idea of trying 


_ to get stabilized markets on an annual basis which would enable them to plan 


better in the way of production. 


Mr. Fotuweii: Would dieselization and the gas turbine result in cutting 
your demand for coal considerably? 


Mr. Gorpon: We are also using a considerable number of oil-burning 
locomotives. In fact, it is one hundred per cent oil-burning in British Columbia, 
and that has had a definite effect on our utilization of Alberta coal. 

Use of oil burners has reduced considerably the usage of Alberta coal, so 
much so that at the present time, in western Canada, we are facing a definite 
surplus of coal. If this were not so, our requirements of coal in western Canada 
would not be sufficient by at least 400,000 tons, in taking up coal which would 
be available in the western area. | 

But if we bring it too far west we get into a cost which is exorbitant, that is, 
based on a proper evaluation of the railway efficiency of Alberta mined coal 
which we figure is about 80 per cent. efficient compared with United States 
screen coal, that is, just for the actual utilization of coal that is supplied. And 
on that basis, and also taking into account the usage of locomotive briquettes, 
then Alberta coal at present Alberta prices can be moved as far east as the 
Manitoba-Ontario boundary. 
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On that basis, the total amount of coal which has been offered to us in 1950 
is 1,485,000 net tons. But the actual requirements in that economic area which 
I have referred to are only 1,088,000 tons; so the excess of coal surplus is actually 
397,000 tons. 

To give you an idea of what would be involved if we tried to move that 
coal out of that economic area and tried to use it, it would cost the Canadian 
National at least $114 million to use that coal outside of that economic area; 
that is, $1144 million additional cost over and above what we could get coal for 
from other sources. 

The CuarrMan: In order to move it where? 

Mr. Gorvon: That 397,000 tons,—to move it to points where it could be 
burned. 

Mr. Knicutr: Getting back to the recent coal shortage and the reasons for 
- it: in central Saskatchewan, in Saskatoon, we use bituminous coal which comes 
- from certain mines in Alberta. Our information is that those mines actually 
worked on short time during 1948 because of lack of orders. That is something 
that people would like to have a comment upon. 

Mr. Gorpon: I am afraid I cannot answer a generalization of that kind. 
As far as I know, we bought all the coal that was usable coal in western Canada 
and was available to us. But as you see, there was a surplus. 

Mr. Knicur: Let me be specific. I am thinking of the Cadomin and Luscar 
- mines, which are particularly useful for railroad work, and whose product is 
particularly amenable to storage, while some coals are not. Those are two mines 
which worked on short time in 1949 ‘because orders from the Canadian National, 
on which they had depended, were not available. That is my information. I am 
asking for a confirmation of it or a denial. 

Mr. Gorpon: The only answer I can give you now is that as far as I can 
tell from the figures, and from the information that I have, we bought all the 
coal we could use satisfactorily. 

Mr. Knicutr: There is another question which relates to the same matter, 
or in that same area. 

I think trains Nos. 3 and 4 between Saskatoon and Edmonton were cut 
down, but whether from the point of view of general economy in fuel or not I 
do not know, but that diesel oil that you obtained from Lloydminster is a pretty 
plentiful product. 

Mr. Gorpvon: What kind of a cut-down did you have in mind? As far as I 
know we utilized every oil burning locomotive that we had. 

Mr. Knicur: My information is that trains Nos. 3 and 4 running between 


Saskatoon and Edmonton were cut; the service was cut down there, I believe, 
in half. 


Mr. Dineie: No, the trains in through main line service were not cut, 
but there was a cut in trains 5 and 6 on the Lloydminster line. That particular 
line was not equipped to use oil-burning locomotives. 


Mr. Gorpon: We cannot utilize oil except where we are equipped to do sO; 
we must have oil storage tanks built, for instance. There is a difference, I would 
point out, between Diesel and. oil- burning locomotives. 


Mr. Knieut: Trains Nos. 3 and 4 run between Edmonton and Vancouver— 
I am sorry, I was wrong. The trains I was referring to were numbers 11 and 12 
between Saskatoon and Edmonton, and, I think, through Lloydminster. 


Mr. Drneue: No, they go through Wainwright and Biggar. They were cut 
to fifty per cent of their normal frequency but just as soon as we got them 
equipped with oil-burning locomotives and prior to putting on full service again, 
they were restored to normal frequency. The locomotives only became available 
after the cut-down was made and we immediately then restored full service. 
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Mr. Knicutr: In other words, they were powered by coal-burning loco- 
_ Inotives when that cut was made? | ! 
Mr. Drtneie: Yes. As our conversion programme progressed, we- got 
additional oil-burning engines. 

Mr. Gorpon: With respect to your specific question I have the information, 
- Mr. Knight. During 1949, we ordered from Brazeau 261,000 tons as against 
246,059 tons shipped, and from the Cadomin Mines we ordered 327,600 tons 
as against 291,461 tons shipped, so that you will observe we ordered more than 
was actually delivered. 

Mr. Fuuron: Why change trains No. 1 and 2 and 3 and 4 between Vancouver 
and Edmonton which I understand use entirely oil-burning locomotives through- 
out? Why were those trains consolidated during this time of coal shortage? 

Mr. Dinete: It was because of interruptions in operations by slides and 
so on in the mountains. There was no cut in passenger service west of Edmonton 
brought about by the coal shortage. 

Mr. Futron: I do not recollect the facts. Was it the case that those trains 
were consolidated during the same period as the other cuts were made on account 
of the coal shortage? 

Mr. Dincie: Yes, but it was because of the conditions in the mountains. 
Trains No. 1, 2, 3 and 4 were consolidated. 

Mr. Gorpon: Our operating difficulties in British Columbia were worst of 
all during the very time that we had the coal shortage. 

Mr. Futton: What I am getting at is that the consolidation began at the 
same time and continued the same length of time as the cut in the coal-burning 
service. 

Mr. Dincue: That is true. During the period from January 20 to January 
31 the line was completely out of service, and at intervals thereafter. 

The CuHarrmMan: The two problems were coincidental. 

Mr. Fuuron: It seems to me strange that they should have continued for 
the same length of time as the coal shortage, although the interruption in the 
line in British Columbia did not last. as long as the whole duration of the coal 
shortage. ; 

Mr. DincuE: That is true, but our operating conditions were such in the 
mountains that we did not want to get into more difficulties by tying up trains 
because of snowslides which might occur at any moment. We did not know 
from day to day, nor even from hour to hour, when we would have snowslides. 
By consolidating the trains we cut down the chance of marooning passengers 
in the mountains. 

Mr. Gorpon: All these difficulties came so close on the heels of each other 
than we came to the conclusion that John L. Lewis was controlling the weather 
in British Columbia also. 

Mr. ApAmson: Can you give us a relative cost of coal per ton, and the 
_Yelative efficiency as between United States, Nova Scotia and Alberta coal? 
Does the Canadian National Railways have a captive mine in the United States? 

Mr. Gorpon: Yes, we have the Rail and River Coal Company mine where we 
get substantial amounts of coal. It produces run of mine, slack and usable coal. 
We sell the slack or swap it for other United States coal. But we do get a fair 
amount of coal from the Rail and River Coal Company mine. You wanted to_ 
know something about prices? 

Mr. Apamson: Yes. Relative prices of coal from your own captive mine in 
the United States, your own coal and Alberta coal, and the relative efficiency of 
coal from the different localities. 
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Mr. Gorpon: The ‘bers coal has a rele Na ae a of lobe per cent 
against United States screened coal. In Alberta we take some run of mine coal. 
You wanted the prices in Alberta,—these prices vary again, but from my figures 
we pay for run of mine coal in western Canada an average price of $5.62. 

THE CHAIRMAN: Where? ‘ 

Mr. Gorpon: F.O.B. C, N. R. tracks, wherever it may be. Screened coal 
costs about $6.12. Our United States prices are f.o.b. the mines and have run 
from $3.65 a ton to a high of $4.60, depending again on the grade, and that is 
screened coal. Western Canada coal, f.o.b. C. N. R. tracks is $6.12, I see it runs 
from $5.62 to $6.12. That is screened. That is a comparison I have given you 
now. The reason we are able to use Alberta coal at all is that there are subven- 
tions paid by the federal government for the use of that coal. 

Is that sufficient information, Mr. Adamson? 

Mr. Apamson: I think the Hole question of coal is so important that the 
committee would like to have it broken down into the three sources of supply. 

Mr. Gorpon: On the matter of what? 

Mr. Apamson: Price and efficiency. We have now the economic limits of the 
three areas. . 

Mr. Gorpvon: Economic limits, you understand, are dictated by price. 

Mr. Apamson: If we get the price and the economic limits, and the relative 
efficiency, then we have all sides of the equation. 

Mr. Gorpon: I would be glad to make a statement on that. I have the 
figures here now, but if you would leave it with me I will try to have it made up. 

THE Cae We have now reached time for adjournment. I believe it 
is the custom of this committee to sit twice daily while the railway officers are 
in attendance. We will meet again at four o’clock this afternoon. 


The committee adjourned until 4-00 o’clock p.m. 


AFTERNOON SESSION 


The committee resumed at 4 p.m. 


The CuHatrMan: Gentlemen, we have a quorum and we will commence. I 
believe we have finished with pages 4 and 5. 

Mr. McLure: I have one question on page 5— 

The CHaAtRMAN: All right, Mr. McLure: 


Mr. McLure: —arising out of paragraph 5. “On January 1, 1950, there was 
likewise added to the system the Temiscouata Railway.” Arising out of that 
I have a question I would like to get a little information on. It may deal with the 
policy of the Canadian National Railways. I had asked this question of the 
Minister of Transport but he was not in a position to answer it, I do not think; 
and I thought it would be well to put the question up to the president of the road. 
My question is this: Has the Canadian National Railways made a general 
proposal to all the other provinces of Canada as well as to the government of the 
province of Prince Edward Island, namely, to take over all the highway, bus and 
truck services, and to place them under the control of the Board of Transport 
Commissioners? 


Mr. Giuuis: Before Mr. Gordon answers that. When we adjourned at one 
o'clock were we not discussing the coal situation, on page 4? And we had not 
completed that discussion. 
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The CuHarrMAN: I understood you were through with that. 
Mr. Giuuis: No. 


The CHatrmMaANn: If we are not through with it perhaps it would be better for 
Mr. McLure to withhold his question. , 

Mr. McLure: All right. 

The Cuartrman: And we will finish up the coal situation. 

Mr. Tuomas: I was wondering if the statement which was made this 
morning that there had been a surplus in Alberta was correct, and if so why that 
could not have been used on some of the eastern parts of the system, and why it 
was deemed advisable to bring the rail service on 13 and 14, and on 25 and 26, 
between Edmonton and Calgary, back to full-strength prior to putting the rest of 
the system on full passenger service; and in doing so to put oil burners on the line 
instead of coal burners; and whether the oil burners could not have been used to 
better advantage on the central or eastern part of the system? 

Mr. Gorpon: I can give you a general answer to that, it is not one on which 
it is easy to give a specific answer. If we were able to use oil burners, in fact 
where we are able to use oil burners we are bound to do so, and particularly 
where there is a shortage of other fuels. You see, it would not have been 
practical to have brought these oil burning locomotives into the central region, or 
further east, because of the fact that oil servicing equipment was not available. 
However, it was available in that particular area and that is why we put oil 
burners into service in the area to which you refer, Perhaps I could ask 
Mr. Dingle to confirm that? 

Mr. Drincue: That is right. 


Mr. Tuomas: These oil burners would not have been available for use on any 
other part of the system? 

Mr. Dtnetz: No, you see we have to use the oil burners where we can 
service them. 

The CuHartrMAN: Are there any other questions? 

Mr. Hartrietp: I would like to ask which is the cheapest fuel, oil or coal? 

Mr. Gorpon: Generally speaking, 011; but there again it depends on the basis 
on which you are operating. In other words, we can put oil burning locomotives on 
certain lines and operate more efficiently than we can by using coal. 

Mr. Hatrietp: In regard to the cost of coal—the price in the United States 
as compared to the price in Alberta—is the price in the United States based on 
your cost at your own mines or is it based on the market price? 

Mr. Gorpon: It is based on the market price. 

The (CHaiRMAN: Are there any other questions on coal? 


Mr. Gituis: I would just like to say this as a start, that I am very much 
interested in Mr. Gordon’s very fine approach to this thing. May I say also 
that he appears to have gained a very thorough knowledge of the subject in the 
short time which has been open to him. I am very much interested in what he has 
told the committee this morning in that it shows that something is being done with 
regard to developing the fuel policy of the road with the end in view to utilizing 
our own coal. This is a subject which I have heard discussed a number of times 
but this is the first time I have heard of a zoning arrangement which has the 
possibility of increasing the use of our own coal. I would just like to go back for 
a minute to the small operators in Nova Scotia. They depend largely for their 
market on the Canadian National Railways, and I would like to ask Mr. Gordon 
if there is any way by which more of the market can be placed in the hands of 
these small operators; and I would remind him that the general feeling is that 
their position is sort of that of having a gun held at their heads. I am reminded 
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in that connection that they have been required to bring their prices down as 
much as $2 a ton, and I would like to ask Mr. Gordon if he can give me an 
answer to that. 

Mr. Gorpon: I cannot answer that question specifically. I have no 
knowledge of it. If you would like me to make enquiries about it I would 
be very glad to do so. But generally speaking I understand from my records 
that negotiations with respect to coal prices in the Maritime provinces are 
conditioned by the larger suppliers and having received offers from the larger 
suppliers negotiations are opened up with the independent mines as to how 
much coal they can deliver at the price. That is the main factor in the price 
situation there. They naturally want to get the best offer they can. If you 
have any specific case in mind, I would be only too glad to look into it for you; 
in fact, I would be interested in looking into it myself. I can tell you this, 
that I have heard a great number of allegations which when run down do 
not turn out to be in accordance with the facts submitted to us. There is a 
great deal of discussion and talk about this sort of thing but on investigation 
one finds that it is based either on lack of information or misinformation ; so if 
you have any particular case I would be only too happy to look into it. 

Mr. Giuuis: I was basing my statement on one made by the Minister of 
Mines of the province of Nova Scotia, and they admitted that it did take 
place. The second thing that I was rather amazed at this morning was in the 
discussion when you made the statement to the effect that you could not get 
the amount of coal you required from the operators in Nova Scotia, which had 
led the public to believe the mines were not producing while that is not the 
case; rather the opposite is the case because within the last few months Dosco 
has closed two of its mines that could have and should have been operating 
for some considerable time; and at the same time you told us that there is a 
shortage of coal. There seems to be the usual explanation that one always gets, 
lack of funds. : 

Mr. Gorpvon: I want to put you straight with regard to the reference 
which was made with regard to our reserve coal supply. I dealt this morning 
with the 1950 requirement, and I pointed out that the economic area I was 
referring to where eastern coal could be used had expanded considerably since 
devaluation, for one thing; and further that our demand or requirement this 
year was inflated to the extent of 430,000 tons arising out of the fact that we 
depleted our stockpiles during the present shortage, moving it out of the economic 
areas. That 430,000 tons depleted this year of course cannot be depended on in the 
future. Nevertheless, in 1949, which is more along the lines to which you are re- 
ferring, our records show the approximate consumption in the economic area then 


available would have been 1,384,000 net tions, and of that total the maritime prov- | 


inces coal which was actually purchased in 1949 was 794,000 tons; so when we 
move into the economic area you have a total of 590,000 tons that could have been 
used out of the maritime provinces. Now, another reference that I think may be 
useful, if I can find it, is this: that of the actual orders which were placed during 
the 1949 season—orders totalling 903,535 tons, orders which we actually placed 
with the mines during the period we are talking about—and that is to all the 
mines, independent as well as Dominion Coal and Steel—amounted to 903,535 
net tons; and actually shipped were 793,784 net tons, so there is a shortage on 
order in the maritime provinces amounting to 109,751 net tons. There is a 
little overage of 542 tons from one mine, but roughly speaking the shortage 
against orders was 109,000 odd net tons in that year. 

Mr. Giuuis: Is it possible for the coal operators in the maritimes to 
supply the normal requirements of the Canadian National in that area? 

Mr. Gorpon: As I say, I am dealing first of all with the 1950 requirement. 
If we take the 1949 figures and apply them, as they indicate the normal demand, 
I think you will find that they will keep the operators fairly busy. We are to 
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get this year from the maritime provinces a total of 1,210,000 tons. That is . 
enough to take care of the Atlantic region, so called. But as I said before this 
is short by a considerable amount of what we could use in the economic area. 
The 1,210,000 tons compares with the requirement figure for the 1949 period. 
I would say that our approximate requirement for 1949 would be 1,384,000 
tons. The figure varies, you see. But, as I said, the 1950 requirement will be 
considerably greater than that because of need to replace the depletion of stocks 
to which I have referred. 


The CHarrMAN: But the fact does remain that you did have on order 
109,000 odd. tons in 1949 as to which deliveries were not made? 


Mr. Gorpon: That is right. 


Mr. Giuuis: At the same time I understand that you cancelled contracts for — 
65,000 tons. 

Mr. Gorpon: Well, just one moment there; I can’t let that pass. My infor- 
mation is that there have been no contracts cancelled at any time. What did take 
place was that in the period the mines who had the orders to deliver coal were to 
deliver on a weekly basis and we asked them to defer deliveries for a short period 
of time. There were no orders cancelled. 

Mr. Gruuis: During the period around April 18, 1949, one of the mine 
workers locals at Stellarton, Nova Scotia, reported they were only operating 
on half time and they were negotiating at that time with the C.N. for additional 
orders in order to give them full employment, or as near to it as possible. I 
wonder if Mr. Gordon could give us some explanation of the situation which 
developed in April of 1949, particularly in view of the shortage in the stockpiles? 

Mr. Gorpon: What took place in April, 1949 was roughly this: There was 
an original offer by which the Dominion Coal Company was to supply 998,000 
tons. There was disagreement about the price increase requested by the coal 
company, and as a result of that disagreement the offer was held in abeyance 
for several months. Apparently around April some time the disagreement was 
reconciled and a new agreement made with the coal company. In the meantime 
that company had disposed of a large quantity of coal to other purchasers so 
that they were not able to implement the provisions with respect to the 998,000 
tons. The net result was that the Dominion Coal Company was not able to - 
supply that amount to the C.N.R. because it had been sold to other customers and 
the offer of 989,000 tons was reduced to 520,000 tons. 

Mr. Giuutis: Why could not the Acadia Coal Company of Nova Scotia have 
had some of that? They might have been able to supply a good deal of it. 

Mr. Gorpon: Well, you see, the Acadia Coal Company were not able to 
make deliveries. 

Mr. McCutuocu: They were only working half-time, how do you account 
for that? 

Mr. Gorpon: I cannot answer that. 

Mr. Giuuis: Is the Allan shaft of the coal company a subsidiary of Dosco? 

Mr. Gorpvon: That must be included in the figures I am giving for this area 
in making up the 998,000. That includes all the Dosco mines. So when you say 
there was no agreement reached, then I point out that that applies to all the 
subsidiaries of Dosco who are included in the over-all negotiations in regard 
to price. ; 

Mr. McCuutocu: Acadia would come in with that. 

Mr. Gorpon: That would come in with the grand total; that is what I was 
getting at. 

Mr. Giuuis: That is particularly so because Dosco has suffered months of 
slack time. 
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Mr. Gorvon: As I say, the information which I have is that the coal which 
was originally intended for us was ‘sold to other customers during the period 
of price dispute. 

Mr. Giuuis: I have no intention of holding a post mortem here; you are not 
responsible. However, there is no harm in discussing these matters so that 
repetition in the future may be avoided. 

Mr. Gorpvon: I am quite willing to discuss this but as far as I am able to tell 
from the records and from my own knowledge I have given you the situation. 

Mr. Gituis: Am I correct in saying that as far as the purchasing policy of 
the C.N.R. is concerned the intention is that in so far as possible they will use 
all Canadian coal in the areas which you declare to be economic areas? 


Mr. Gorpon: Yes, I think that is quite right, although it is always subject 
to the question of. reaching agreement as to a reasonable price—all things being 
considered. I do not think that it is a change in the policy and I do not want to 
convey that impression. The policy has been to use Canadian coal when avail- 
able and when its use can be justified economically. My report states, and I 
quote: “Where doubt has existed preference has been given to Canadian coal, 
which frequently has been used at times and places when other coals have been 
obtained at lower costs.” 

In the actual buying policy, and I think this was fully discussed in the 
royal commission’s report in 1945, the C.N.R. has endeavoured to use Canadian 
coal whenever it could justify it economically. When the price spread between 
the United States coal and that from certain Canadian regions was too wide 
then it became a bargaining battle as to the point at which the two parties 
would break down and reach contracts. 

Mr. Giuuis: The reason I say that it is a change of policy is because there 
has been an awful lot of American coal stock piled in the Atlantic regions while 
those particular mines were inactive. You say that it is your intention to buy 
Canadian coal when it can be supplied, within your zones, as you have said, 
where the price is competitive? 

Mr. Gorpon: Yes, allowing for subventions and giving them every benefit 
we.can. However, I do not want to have anything on the record to indicate that 
is a change of policy. I think, too, that it is apropos of your inquiry to state 
that the record shows quite clearly that between 1925 and 1929 the C.N.R. used 
58 per cent Canadian coal; from 1930 to 1934 it used 65 per cent Canadian coal; 
from 1935 to 1939 it used 69 per cent Canadian coal; from 1940 to 1944 it used 
44 per cent Canadian coal; and from 1945 to 1949. it used 34 per cent Canadian 
coal. That is not maritime coal only, it applies to all Canadian coal. There has 
been a very drastic reduction in the amount of Canadian coal used by the system 
in latter years. 

My information is that the coal just has not been available to us at prices 
ae were reasonable, all things being considered. 


Ginuis: Did the C.N.R. purchase any American coal from Dosco— 
Bis the imported American coal? 7 


Mr. Gorpon: Not as far as I know; it is all Canadian coal. We buy 
American coal at competitive prices as laid down in Canada. 
Mr. Hatrisitp: From your own mines? 


Mr. Gorpon: From our own mines—the price is based on the market price. 
Mr. Harrretp: Do you operate any mines in Canada? 


Mr. Gorpon: We do not operate any mines in Canada. We only ui 
one mine, the Rail and River Coal Company in the United States. 


Mr. ane Do you take the total output? 


Mr. Gorpon: We do, except that there is a certain amount of coal from the 
mine which is slack coal ‘and not suitable for locomotive use. We sell the slack 
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coal or swap it with a nearby mine for coal which is appropriate for our 
purposes. The net effect is that we use the total output. | 

Mr. Funron: There was a statement which appeared in Hansard, made by 
one of the maritime members, to the effect that a contract for 65,000 tons of coal 
was cancelled. Following your discussion I take it that is not the case? 

Mr. Gorpon: I specifically inquired about that statement and my informa- 
tion is that there was no contract as such cancelled. There was a period when 
deliveries were delayed at the request of the C.N.R. 

Mr. Futon: Why was that? Was the stockpile high? 

Mr. Gorpon: That was because the stockpile position was regarded then to 
be adequate and we did not take deliveries beyond the stockpile position that 
had been determined at that time. ) 

Mr. Fuitton: May I ask who makes the decision with regard to stockpiling? 
Is that a director’s decision or is that a management decision? 

Mr. Gorpvon: Well, it works in this way. Each year the purchasing depart- 
ment, in conjunction with the operating department, arrives at an estimate as 
to what the needs for coal are. 

Mr. Futton: The operating department? 

Mr. Gordon: The operating department, in conjunction with the purchasing 
department, then brings forward a recommendation. That recommendation is 
put forward by the president to the board of directors and the objective is set 
in regard to the stockpile for the end of the next year. That is to say that in 
February I would take the 1950 program to the board of directors. We always 
aim at an objective for the end of the year but we leave the purchasing depart- 
ment free to buy coal throughout the year, having in mind a stockpile at the 
end of the year to see us through the critical months of January, February, and 
March. The buying of coal to implement that program might run all the way 
from six to seven and a half million tons a year. The rate of progress in respect 
of buying that coal is a matter of managerial judgment. 

Mr. Henne: In regard to Alberta there was mentioned a figure of $6.12 as 
against $4.00 for similar United States coal. I wonder what the reason for 
that is? 

Mr. Gorpon: I left it that I would get further information about the relative 
efficiency and the difference between the two figures. The figures are not really 
comparable because the price I gave for the United States was f.o.b. the mine 
and the price I gave for western coal was f.o.b. the C.N.R. track. I would ask 
you to delay that matter and I will be able to give you some more specific 
information on the matter of the comparison. It is quite a complicated thing. 
Testing of coal goes on all the time. We might get a contract for coal at $4.60 
a ton and then in the course of testing deliveries of that coal we might demon- 
strate its efficiency or burning capacity is not as high as that called for in the 
contract. We would then discount the price in following payments. That is 
something which varies all the time but I will try and get a statement by 
tomorrow which will put the two things on a comparable basis. At the present 

time the figures which I gave you are not to be regarded as comparable. 

Mr. Hatrietp: What diesel oil is used as compared with coal? 

Mr. Gorpon: In 1949 we used a total of 6,153,000 tons of coal having a cash 
value of $51,102,000. We used in fuel oil 45,954,000 gallons with a cash value 
of $2,467,000. With-respect to diesel oil we used 12,520,000 gallons having a 
cash value of $1,502,000. In other words the total oil bill was $3,900,000 as 
against a total coal bill of $51,102,000. . 

Mr. Hatrtexp: Is it your intention to keep on changing from coal to oil? 

Mr. Gorpon: That raises a major question of policy, as I mentioned this 
morning. That will depend upon what our studies reveal with respect to the 
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modernization program and the improvement of efficiency of the system. 
Generally speaking there will be a trend that way but it will not be a complete 
switch-over. 

Mr. Hatrretp: Unemployment would not be taken into consideration? 

Mr. Gorpon: I have already stated in regard to that question that the 
C.N.R. has very much in mind the fact that it has a big stake in the coal business. 
Ours is a railway that carries a lot of traffic through coal and we are not prepared 
to, shall I say “go overboard” in the matter of dieselization. 

The CuHatrman: Mr. Gordon, you say that the coal offered during the 
current year by the maritimes is some one million tons short of what you actually 
could take. I would therefore like to ask a question. What is done in regard to 
these small operators? After you have negotiated a fair price with the large 
operators, is that price then announced to the trade and are the smaller operators 


given an opportunity of supplying coal at that negotiated price. 


Some Hon. Mremser: No. 

Mr. Gorpon: I do not know who said “no”, but I am going to say “yes”. 
My understanding is this. There is a lot of coal in the maritimes, and partic- 
ularly from the independent operators, which is not suitable for locomotive use. 
We are constantly negotiating with them to get the maximum amount they can 
give us. Any price at which we get coal is always the result of a bargaining 
situation because the quality varies. } 

Mr. McCuttocu: The purchaser of coal will name a price—take it or leave 
it—and the operators have got to take it. No independent mine in the maritimes 
can live without an order from the C.N.R. 

Mr. Giuuis: That is correct. 

Mr. Gorvon: If that is so then I confess my misunderstanding to this extent. 
I do not understand why in the year 1949 each one of those mines you refer 
to short delivered us on coal ordered. | 

Mr. McCutiocu: I know that but during the war you bought coal from 
independent operators; you ran trains well during the war and did great service. 

Mr. Gorpon: There was a serious deficiency in our supply of maritime 
coal. During the war we had to rail United States coal into that area and 
used it to a great extent. 

Mr. McCuutocuH: The Acadia Coal Company and the Drummond Valley 
Company coal is not as good as some of the Cape Breton coal, but those com- 
panies employ a lot of men there and we would like to see them working at 
least five days a week during the dull season. ; 

Mr. Gorvon: As a general statement I can certainly say that it is our 
desire and it will be the objective of the 'C.N.R. to take all the ‘Canadian coal 
that we can get on an economic basis, provided that it will operate trains. There 
is just no use in taking coal that will leave you stranded between one point and 
another. You only have to send in another train to pull out the one that started 
on the way with the poor coal. That sort of thing does not get you anywhere. 

Mr. Murcu: On that point is it possible to expect that a small independent 
operator can meet the price at which it is possible for a ‘big company to lay 
coal down? I am thinking of large contracts of say 1,300,000 tons. There 
must be some element of saving through mass production or bulk even on a com- 
modity such as coal. Would it not amount to the fact that an independent, 
no matter whether he deals in coal or in anything else, if he must meet the 
price of the large producer, is in fact shut out? 

Mr. Gorvon: Mr. Mutch you are raising a general economic point on which 
I can speak with some authority. If what you said were true there would be no 
independent mines survive. The fact that they are in existence proves that 
what you have said is not true. 
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Mr. Murcu: I hope it is not true. I was hoping that you would bring out 
the fact that my statement was not true. ) 

Mr. McCuuuocu: There are some districts where the company will not 
take run of mine coal—the operators must eliminate the slack, and as they 
cannot get clear of the slack they cannot run the mine. 

Mr. Gorpon: That certainly is part of the trouble. Some of these mines 
can only sell run of mine coal and that fact shuts them out of our market 
because we cannot use run of mine coal. : 

Mr. McCutitocu: What did you use in the war years? 

Mr. Gorpon: I doubt whether we used the kind of coal you mean. After 
all what we are talking about is a physical impossibility. If the coal cannot 
be burned we cannot run trains with it. Also we can get a situation where the 
coal is of such a quality that it affects our cost of operation—it is an economic 
factor as well. What is your experience in respect of using run of mine coal, 
Mr. Dingle? 

Mr. Dinete: What Mr. Gordon has said is true. The lighter grades, of 
course, just go up the stack and you do not get burning efficiency. I think there 
might be some confusion between locomotive coal and our boiler-plant coal 
where we use slack. 

IMr. McCutuocu: Pretty nearly every mine in Pictou county has a surplus 
of slack coal which it cannot get clear of. 

Mr. Gorpon: I think that is perfectly true and we cannot help very much 
in that problem. 

Mr. McCuttocu: Not so long as you demand screen coal. 

Mr. Gorpon: But we cannot burn run of the mine or slack coal in our 
engines. | . : 

Mr. McCuttocu: I know that. 

Mr. Hatrieitp: I think you said it cost you $51 millions for coal. How 
much of that money was expended for coal bought in the United States? 

Mr. Gorpon: I understand your question is: how much of the coal con- 
sumption to which I previously referred came from Canada? The figures I 
shall now give you are not exactly comparable with the figures I gave you 
before; but these figures contain the coal consumption of all kinds on the 
railways in 1949. We used steam coal to the total of 6,547,147 tons; and of that, 
Canada provided 6,001,856 tons. 

The ‘Cuatrman: And what was the dollar value, Mr. Gordon? 

Mr. Gorpon: Will you wait a minute. I am wrong. That is the consump- 
tion. I am sorry. I have got tangled up here, Mr. Chairman. Could we just 
strike that out and start all over again. 

We received steam coal last year totalling 5,260,151 tons. And of that, 
2,237,829 tons was provided by Canada. 

I cannot break down the consumption figures because they get mixed up 
with stockpiles, and we cannot separate them, but as to receipts by us, that is 
what we did in 1949. 
| I have the figures for previous years, if anyone is interested. 

The Cuarrman: A question was asked as to the dollar value of coal purchased 
in the United States. Have you got that figure? 

Mr. Heume: Oh, it is not necessary. 

The CHairMAN: Then we shall carry on. 

Mr. Fuuron: How much does the company-owned mine in the United State 
produce? Can you give me that, Mr. Gordon? - : 

‘Mr. Gorvon: In 1949 the production was 916,317 tons. That, of course, was 
very much reduced by reason of the strikes in the United States. 
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Mr. Fuuron: Then that mine produced about one-third of the coal which you 
got from the United States? 

Mr. Gorpvon: Yes, I have not checked your mathematics, but on that basis, 
you would be approximately right, yes. 

Mr. Futton: Do you pay the coal company for that? Do you keep the 
account separate? 

Mr. Gorpon: It is a separate company and the books are kept separately. 
We pay for the coal just as we pay for coal from any other company. 

Mr. Harrietp: What about the United States lines? Is it paid for from the 
revenue from the United States lines or from that of the Canadian lines? 

Mr. Gorpon: It would be hard to state that, but it would be paid for in 
United States dollars. It is a separate corporation, a United States corporation. 

The Cuairman: Are there any further questions on coal? 

Mr. Tuomas: Might I ask Mr. Gordon if we are getting a lot of slack coal 
from the American mines as briquettes? 

Mr. Gorvon: No, not in the United States. We found, upon test, that it is 
not economical to briquette. We get quite a large amount of Alberta coal which 
we are finding very satisfactory for briquetting. } 

Mr. Tuomas: It is not considered advisable to briquette the slack coal in the 
United States? : 

Mr. Gorpon: No, it is not economical, in the sense that we buy other coal 
at a better price. In Alberta the average price runs about $7.73 per ton for 
Alberta briquette as against $6.12 for screen coal. 

Mr. Futron: Is that American mine included in the accounts of the com- 
pany? Is the revenue of that American mine taken in? 

Mr. Gorpon: Yes. It is part of the system accounts. It is a subsidiary 
company of the system and it is included in the overall balance sheet. 

Mr. Carrer: Is it true that several hundred coal cars were sent down to the 
maritimes and sent back empty? 

Mr. Gorpon: Sent back empty! 

Mr. Carter: Yes. 

Mr. Gorpon: I would be surprised if that was so. No, it isnot so. You may 
be thinking of a hold-up when there was a difficulty in the Strait of Canso, and 
there were some empty cars which were held at that time. But they did not 
come back empty. They were held until the ice problem was cleared up and 
they came back full. | 

Mr. Guus: The Minister of Transport has cleared up the difficulty. He is 
building a bridge there now. 

Hon. Mr. Cuervrier: We hope to have it built soon. 

The CHarrMAN: Are there any more questions about coal? 

Mr. Gituis: What are the comparable prices between American and maritime 
provinces coal? 

Mr. Gorpon: Well, again, these prices vary. The prices for screen coal 
varied in 1949 between $7.75 per ton, screened, to $8.60 a ton, screened. And in 
the United States the figures which I have vary from $3.65 per ton to $4.70. But 
let me emphasize this: the prices I give for the United States are f.o.b. the mines, 
while the prices in eastern Canada are f.o.b. the Canadian National track. There 
is a differential there which I am trying to clear up, in order to get it on a com- 
parable basis, and I hope to have it on a comparable basis for you tomorrow. 

The CHAIRMAN: Subject to the tabling by Mr. Gordon of this memorandum 
that he is going to supply to you, Mr. Gillis, is it understood now that we are 
through with the coal question? Now, Mr. McLure, “Temiscouata Railway”. 
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_ Mr. McLure: My question arises out of the matter of the Temiscouata rail- 
way, inasmuch as Prince Edward Island is situated so as to be a distinct unit. 

I have a question which I asked the Minister of Transport and it is this: has 
the Canadian National Railways made a general proposal to all the other prov- 
inces similar to that which has been made to the government of the province of 
Prince Edward Island, namely, to take over all the highway buses and truck 
services, and to place them under the control of the Board of Transport Com- 
missioners? 


Mr. Gorpon: Certainly the answer is no! But I am wondering whether your 
premise is right with regard to the offer to Prince Edward Island. 

Mr. McLure: You say the answer is no, that they made no proposition to 
anybody? 

Mr. Gorpon: To the other provinces, and the answer is no. But I query your 
premise that we made a specific offer to Prince Edward Island. 
Mr. McLure: The Canadian National Railways made a proposition to the 
government of Prince Edward Island. Are you aware of that? 
Mr. Dinete: That is right, sir. 
Mr. Gorpon: I am wondering about it. Would you mind repeating it again? 
Mr. McLure: I say that the Canadian National Railways presented 
a brief on the 15th of February to the government of Prince Edward Island— 
‘Mr. Gorpon: Yes. 
Mr. McLure: —as to how they ida operate it and why it was necessary for 
them to operate it. Itis rather too long for me to Pu on the record. 
Mr. Gorpon: I know what. you mean. 


Mr. McLure: The government of Prince Edward Island did not know 
whether it could accept it or otherwise, and they replied accordingly. But the 
negotiations have been going on since the Ist of January 1950. May I ask if 
that is your policy with regard to Prince Edward Island? 


Mr. Gorpon: Well, it is a specific proposal to Prince Edward Island Bee 
is still under negotiation. It is not a proposal, however, that has been advanced 
to the other provinces. 

Mr. McLwre: It is not a proposal which has been advanced to what? 

Mr. Gorpvon: I say it is not a proposal which has been made to the other 
provinces. Oh yes, it has only been made to Prince Edward Island and covering 


special conditions on Prince Edward Island. .We have made this proposal which 


we think will give them better service, by and large, with respect to transportation 
available. That is the general gist of it. 

Mr. Dineuz: That is right. 

Mr. McLure: I do not see why they would ever accept it. 

Mr. Gorpon: You do not? I did not think it was that good. 

The CuarrmMan: Will you now turn to page 7 ‘and we will take up the 
different operations one heading at a time. 

“Review of Operation.” Are there any questions in regard to “Review of 
Operation”? We have already had the question with regard to deficits. Are 
there any other questions arising out of that paragraph? 

Mr. Fouuwetu: I wonder if it would be in order to inquire about the pool 
service arrangement between the Canadian National and the Canadian Pacific 
at this time? Is this the proper heading? 

The Cuairman: I think it might come as well now as at any time. This is 
certainly a general heading. 
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Mr. Foutuwetu: We have a Statement from the president as Wn what the pool 
arrangements are, in the brief. 


Mr. Gorpon: The pool arrangements, you mean? 
Mr. FoLuweELu: Between the Canadian National and the Canadian Pacific. 


Mr. Gorpon: I could not give them to you off hand. I do not know 
whether Mr. Dingle can remember all the details, but we could easily have it 
prepared for you. 


Mr. Fotuweiu: Might I ask this: I understand that the Canadian National 
Railways could operate between Toronto and Vancouver twelve hours faster than 
they do, but there is an arrangement with the Canadian Pacific Railway whereby 
they will not do so. Is that correct? 


. Mr. Gorpvon: Mr. Dingle will answer your question. 

Mr. Drneue: We have no written agreement in the matter but we do check 
with each other as to schedules. Many years ago we had some difficulties with 
the Canadian Pacific as to schedules between Toronto and Winnipeg as to matter 
of speed but this was reconciled in view of the fact that it was not in the interests 
of passenger comfort. We could, if it was found necessary or desirable, cut our 
schedules between Toronto and Vancouver by possibly 12 hours with the provision 
of diesel power, etc. 

Mr. Fottweiu: But you could not do it under existing conditions? 
Mr. Dineuez: Not with the present arrangement of service. 


Mr. Fottweiu: Then the information concerning that which I have is 
entirely unfounded and untrue. 


Hon. Mr. CuHeEvrier: That might seem to be Saou leading. 


Mr. Fotuweiu: May I ask one other question, it is about train No. 15, 
which operates from Montreal leaving Windsor station? That is a Canadian 
Pacific station, and tickets sold there are, of course, pool tickets on train No. 15, 
I believe, between Montreal and Toronto. All tickets sold beyond Toronto 
going west would be, no doubt, Canadian Pacific tickets or at least the Canadian 
Pacific would get the revenue west of Toronto. Is there any particular reason 
why that train could not operate from the Canadian National central station, or 
is there an agreement that the train should operate from Windsor station. This 
question is leading up to the point that the Canadian National could bolster their 
revenue if the train operated from the Central Station which is the Canadian 
National station in Montreal. 


Mr. Dincie: On that, sir, the tickets and the revenue are pooled between 
Montreal and Toronto, and it does not matter whether the passenger travels 
out of Montreal on the Canadian Pacific or the Canadian National. The 
particular train that you speak of though it runs out of the Canadian Pacific 
Windsor station and comes to our line at Dorval and continues to Toronto on it. 
Now, the revenue beyond Toronto is credited to the particular railway that the 
passenger travels on. 

Mr. Fotuweiu: The point I was trying to make was, would it be more 
advantageous for the Canadian National Railways to operate that train from. 
Central Station having in mind that, no doubt, more passengers would pur- 
chase Canadian National transportation beyond Toronto. 

Mr. Dincin: That is questionable. Is it the Michigan Central tie-in with 
the Canadian Pacific that you are getting at? 


Mr. Fotuweuu: No. If some one was leaving Montreal to go to Vancouver 
and went on No. 15 to Toronto, the chances are that beyond Torento they would 
travel on the Canadian Pacific. 
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‘Mr. Diner: No, they can travel on whichever road they choose. You can 
buy your ticket for No. 15 at the Central Station and route yourself on our 
line to the west through Winnipeg, Saskatoon, Edmonton to Vancouver. 

' Mr. Gorpon: Your point is that the ticket being bought in the Canadian 
Pacific station in Montreal tends to mean that the passenger doing so would buy 
a C.P.R. ticket through to Vancouver. 

Mr. FoLtuwewu: Correct. } : 

Mr. Gorpon: That is one of the many questions I want to get answered 
myself, too. I understand that the station from which the train originates and 
the equipment on that train and how it operates is all part of the pooling 
arrangement that was entered into at the time ‘these pool trains were set up. 
Now, whether it is time to have all those arrangements reviewed is something I 
am going to look into. 

Mr. Fotuweitt: My humble opinion is that it is time for review. 

Mr. Gorpon: I agree with you completely. After I have solved my 5,639th 
problem, I will tackle that one. 

Mr. FoLtuwe.u: That is on the record. 

Mr. Gorpvon: That is on the record, but remember that there are only 
three hundred and sixty-five days in a year. 

Mr. Apamson: Can you not buy a Canadian National ticket for west 
of Toronto at the C.P.R. Windsor station? 

Mr. Gorpon: Oh, yes, but the point to me is that a passenger being 
physically present in the C.P.R. station, the tendency is for that individual to 
buy a Canadian Pacific ticket all the way. There have been negotiations in the 
past in connection with trying to extend that pool train west of Toronto, but the 
two railways have never been able to agree on that particular point. I know this 
has been a factor up for discussion over the years. 

Mr. Apamson: Are both the Canadian Pacific and Canadian National 
not in competition from Toronto for American traffic? Both of you run a crack 
train from Montreal to Chicago. 

Mr. Gorpon: Oh, yes. 

Mr. Apamson: It is a pool train to Toronto, and from Toronto on it is run 
in two sections? 

Mr. Gorpon: I have no hesitation in saying that I regard the situation in 
respect of the lack of pooling arrangements beyond Toronto as being disadvan- 
tageous to the Canadian National. 

Mr. Apamson: You would like the pooling arrangements to continue? > 

Mr. Gorpon: If the pooling arrangement is to continue it seems to me that 
the pool should go beyond Toronto in order that Canada get the advantage of 
continuing the traffic over a Canadian-owned American line. As it stands now, 
when it goes beyond Toronto, there is a tendency for the traffic to be diverted 
to American lines, and that is disadvantageous to Canada. 

Mr. Apamson: I am glad you think that. 

Mr. Gorpon: But again I have to qualify these statements by saying that 
I am speaking without having made an extensive study of the matter. In many 
cases when one makes a study circumstances appear that are not on the surface. 

Mr. Mutcu: When you come to discuss the possibilities of shortening the 
time between Montreal and Vancouver, do not forget that people have to get 
up at five o’clock in the morning to get ‘off the train. 


Mr. Gorpon: It is perfectly true that these train schedules are very tech- 
nical and complicated and often what seems to be the obvious and reasonable 


thing to do turns out so that it just won’t fit in. 
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The CHarrMAN: Are there any other questions under the general heading 
of review of operations? 

Mr. Fuuron: This is a general question that involves the handling of train 
crews, although it is confined to the area which I come from. I had a letter within 
the last few days in connection with this matter and I would like to ask Mr. 
Gordon about it. This letter indicates that train crews on passenger trains No. 1, 
2,3, and 4 are now being required to work three sub-divisions whereas before 
they worked two sub-divisions; that when the trains were amalgamated, that 1s, 
between Edmonton and Vancouver at the time of the bad weather, the change 
was made and the crews instead of working over two sub-divisions worked over 
three sub-divisions. Now, they have again gone back to the separate trains but 
they are still working the three sub-divisions which brings about the elimination 
of two complete train crews between Blue River and Vancouver. In other words, 
‘there are now only six, whereas before there were eight. All of which gives rise 
to a good deal of concern. Is it, perhaps, an economy measure? I have been asked 
to try and see if I can have the first arrangement restored, but apart from that 
I would also like to have an explanation if you can give any as to why the crews 
are now required to operate over three sub-divisions instead of two. 

Mr. Dineue: I am sorry, I have not heard of that. ‘ 

The CuarrmMan: Would you make enquiries? 

Mr. Dineue: Yes. 

Mr. Gorpon: As a matter of general policy it is not a decision that has 
been taken with any such thought in mind as you suggest, Mr. Fulton. The 
intention was that these trains would go back into operation under the same 
conditions and schedules as before. Some matters, of course, may not have been 
straightened out yet. 


Mr. Fuutron: I would just like to say that when you are looking into it, 
I have another letter here which is a copy of a letter which was actually written 
to the Board of Transport Commissioners. In this letter they say that it makes 
the hours too long for safety of operation, and they are very anxious to have 
the whole matter looked into, and the two sub-division territory principle restored. 

Mr. Dincue: I will be glad to check on that this evening for you and bring 
in an answer tomorrow. : ! 

Mr. Gruuis: Might I just say while we are on that subject of service expan- 
sion and go forth, I know that representation has been made to the railways and 
to the Minister of Transport by the Newfoundland government on the matter 
of adequate port facilities at the end of the line through Louisburg and North 
Sydney. 

The CHatrrman: We are coming to that in the very next section. Shall 
review of operation carry? 

Carried. 

Mr. MutcH: Where are we now, Mr. Chairman? 


The CHAIRMAN: We are at operating revenues, and Newfoundland is 
especially referred under that heading. 


Mr. Gruuis: Due to Newfoundland’s entry into confederation its freight 
movement has increased through that port of North Sydney, and they now find 
that that port is not able to cope with the problem. They have suggested to the 
government that the port of Louisburg should be used, it is closer and all that 
kind of stuff. I understand that there is also representation being made to the 
government to have the port of Halifax used exclusively. A lot of freight traffic 
moves on the Canadian National to Newfoundland, and it is suggested that that 
be moved by water. If that is done it means that it is going to injure the business 
of the Canadian Nationa] Railways on that end. I am wondering if that matter 
has been brought to the attention of the railway. 
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Hon. Mr. Cuevrier: There is in the estimates a substantial sum of money, 
somewhere in the neighbourhood of $2 million for the construction of facilities 
at North Sydney. There is also consideration to construct similar facilities at 
Port aux Basques. I think first of all we should complete those two facilities 
on both sides before going into the question of looking at Louisburg. I do not 
know what representations have been made, perhaps the officers of the Canadian 
National Railways are able to say what representations have been made for 
Louisburg as an alternative port to North Sydney, but even if they were made, 
I do not think that they could be acquiesced to at this point until we at least 
complete the facilities at North Sydney and Port aux Basques. 

Mr. Gixuis: I know the matter was discussed: at the last session in the house. 
There was an amendment brought in suggesting that the Maritime Freight Rates 
Act should be applied to all water shipments from Halifax to Newfoundland 
and if that kind of thing was done, in my opinion, you could take the rails up 
east of Truro. All I want is the assurance that it is the intention to continue as 
you are now. Of course, it will be some time before you get your facilities at 
North Sydney and Port aux Basques ready, but in the meantime, if you are not 
able to handle the traffic before you get your North Sydney project completed, 
any additional movement of freight in that direction could be moved through the 
port of Louisburg. 


Hon. Mr. CuHerveier: While on that subject I can say it is not the intention 
as far as I know to amend the Maritime Freight Rates Act at this session. 
Furthermore, the tender for the work at North Sydney has been granted to 
T. C. Gorman Limited, of Nova Scotia, for the construction of part of this work, 
which would indicate the intention to carry out the terms of union. 

Mr. Giuuis: I understand then there is no intention of interfering in any way 
with the present arrangements for the movement of freight to Newfoundland 
from what is concerned there? 

Hon. Mr. CuHevrier: I don’t know just what you have in mind but I would 
not like to answer that affirmatively without knowing, other than to say that we 
certainly intend to carry out the terms of union by the construction of these 
facilities and we are making provision in the estimates for the construction of 
other facilities at Port aux Basques, which inferentially rules out the other; but 
there might be some point in the period that you have with which I am not 
fully conversant, but beyond that I would not like to go. 

Mr. Dincue: May I say this: We do not serve Louisburg by rail. 

Mr. Giuuis: That is true. What I had in mind is the heavy increase in 


freight through North Sydney at the present time; it is now greater than the 


facilities can handle. 

Mr. Gorpon: Let me put it this way. According to my information there is 
no suitable wharf at Louisburg. The one there is only 30 feet wide and could 
not handle traffic in bulk. If the facilities at Louisburg were to be improved 
it would involve a very large program of extension and development and our 
officials are not prepared to recommend any extension of facilities at Louisburg 
when the North Sydney proposal is already underway. 

Mr. Cavers: Is it not a fact that the port of North Sydney is closed during 
certain months of the year? 

Mr. Giuuts: I was not talking about Sydney, I was talking about Louisburg. 

Mr. Cavers: My question is: 1s not the port of North Sydney closed part 
of the year, and while it is closed you have to use the harbour at Louisburg? _ 

Mr. Gruuis: That is correct. 

Mr. Cavers: And for what period of time this year was the harbour at North 
Sydney closed? 

Mr. Giuuis: I imagine about two and a half months. 
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Mr. Cavers: And it varies from Rear ‘to year? : 

Mr. Gris: Yes, some years it ee be a month and other years it might 
be three. 

The CuHatrMaAn: Are there any further questions on Sniert tine aeenues or 
operating expenses? If not, I declare them carried. 

Mr. Apamson: I would like to ask something down here. 


Mr. FoutuweLu: Under operating expenses, I would like to ask the president’s 
intention in regard to the Ontario car ferry at Cobourg. 


Mr. Coormr: In respect to the Ontario Car Ferry Company, might I say 
this, that an application is now pending before the Interstate Commerce Com-. 
mission for permission to abandon the operation. 


Mr. FoLuwe.u: Sorry, I can’t hear you. 


Mr. Cooper: I say application has been made to the Interstate Commerce 
Commission for permission to abandon the operation. We are now waiting their 
decision. The present intention is that this service will be closed down on May 
Ist next, and if the Commission gives permission that is what will be done. That 
is the present intention. s 


_ Mr. Fotitweiu: Mr. Chairman, last fall a delegation went to see Mr. 
Vaughan and Mr. Cooper regarding the continuance of the operation of this 
ferry, and it was suggested to Mr. Vaughan and Mr. Fairweather that they might 
investigate an extension of the service by running from Rochester to Cobourg 
and running a train over to Oswego, and from Oswego to Kingston in con- 
juction with the New York, Ontario and Western, which runs from Waukegan, 
New Jersey, to Oswego. There was a further suggestion that it would be well to 
investigate the possibilities of acquiring on behalf of the Canadian National 
Railways the New York, Ontario and Western Railway and operating between 
Oswego to Kingston or Oswego to Kingston to Cobourg and Rochester, which 
would give the Canadian National Railways possibly a more direct route for 
operating into New York City. I was just wondering if anything was done to 
meet that situation. 

Mr. Gorpon: I was just going to say, Mr. Chairman, that in respect. of this 
operation there had been a study made by the two railways involved. It is not 
merely the Canadian National, the B. & O. are also involved in this. 


Mr. FoLtLwevu: | understand So. 


Mr. Gorpon: The joint committee made a study and brought in a recom- 
mendation in effect that it should be abandoned, and in that recommendation— 
which I haven’t got before me. but my memory is quite clear on it—the altern- 
ative service was considered to be sufficient under the present circumstances to 
meet the situation. The alternative service was examined at the time and it was 
considered that this ferry service could be abandoned without any disadvantage 
to the-area concerned. 


Hon. Mr. Cuevrier: Then, again, the fact that the American company was 
~ authorized to place this matter before the Interstate Commerce Commission, that 
they made an application to abandon the service, puts the Canadian National 
out of business, does it not? 


Mr. Gorvon: Yes, and as I said this joint committee has made a study of 
the situation and recommended the discontinuance of this service, particularly 
in view of the fact that the alternative service will ensure that the needs of the 
travelling public there will be looked after. | 


Mr. Fotuwe.u: Yes, that is so, but what I am suggesting to the Canadian 
National Railways is that it might investigate the possibilities of working out 
a deal with the New York, Ontario and Western Railway from Oswego. 


ee 
—_ 
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Mr. Gorpon: You suggest that on account of the possibility that the present 


alternative service might prove to be inadequate; is that what you had in mind? 


Mr. Fotuweiu: Yes, not adequate; or, probably would be more advantageous 
to the development of the Canadian National service down to New York City. 

Mr. Gorpon: Well, I can only give you a general answer to that. Repre- 
sentatives of the Canadian National Railways sat on that committee. I cannot 
give you the alternative arrangements in detail, but I do know that it was con- 
sidered quite advantageous, that they would be quite secure when this Ontario 
ear ferry was abandoned. 

Mr. Fouuwe.u: I want to make this clear, as things stand at present 
time that service will be discontinued as of the first of May? 

Mr. Gorpon: As soon as the I.C.C. have finally disposed of it and handed 
down their decision. - 

Mr. Carrer: Mr. Chairman, I take it we are still on operations? 

The CuarrMan: We are on operating revenues and operating expenses. 

Mr. Carter: I should like to revert to a question raised by Mr. Gillis there 
under operations. 

The Cuarrman: Yes, all right, go ahead. 

Mr. Carrer: I should like to ask, Mr. Chairman, whether the management 
of the C.N.R. is aware of the great discomfort and inconvenience caused to 
passengers by the lack of facilities at Louisburg which has to be used every year 
over a period of time ranging from one month up to two and one-half months? 

Mr. Gorpvon: I suppose the answer is, yes; but I do not know that we are 
responsible for the conditions. 

Mr. Carrer: I should like to ask this management if it plans to do anything 
to alleviate this discomfort and inconvenience? 

Mr. Gorpon: We have no plans in mind for Louisburg, as far as I know. 
Mr. Carter: Is that the final answer? 

Mr. Gorvon: In my report here, I looked into the matter a month ago and 
I find that our research and development people do not think that they can see 
any development that would change present conditions at Louisburg, and I think 


that if better facilities were provided at Louisburg it would not be because of 


anything we have in mind now. 

The Cuatrman: I think what Mr. Carter had in mind, Mr. Gordon, was 
that during the temporary period ranging from one to three months when the 
other port is closed owing to weather conditions you must use Louisburg. 

Mr. Gorpon: That is right. Our position is that apart from the odd occasion 
when the port of North Sydney is clogged with ice it is not our intention to use 
Louisburg as a port. 

Mr. Carter: You are compelled to use that port every year, and for several 
years past you have had to use it for some period of time. 
Mr. Gorvon: But the periods are spotty, depending more or less on weather 
and ice conditions. 

Mr. Carter: I might say that last Friday the ship had to be diverted to 
Louisburg and this is what happened: We found when we arrived at Louisburg 
that nobody knew we were coming, we were not expected; we got there about 
9 o’clock in the evening—no, we got there at 8 o’clock in the evening and the 
train was leaving Sydney at 9. There had to be a mad scramble then for taxis 
to get us over to Louisburg station and we got into all sorts of difficulties. We 
finally got there on the line, and then we had this old ramshackle train that 
rolls back and forth—some of the passengers could not afford to get a taxi and 
they had to walk down and the train was delayed till about 12 o'clock that 
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night for whatever train running on that track came along to make the connec- 
tion. Now, a week ago, my wife returned from Halifax. She was advised at 
the Halifax station to leave on Saturday night to connect with the boat on 
Sunday morning. When she got to Louisburg the boat was not leaving until 
Monday and there were a number of passengers on the train who had to spend 
an extra day there, with the increased cost to themselves. Since these conditions 
exist, with difficulties occurring and recurring again and again, I think there 
should be at least a small station erected and arrangements made with some 
transportation company to take passengers up to Sydney. 

Mr. Gorvon: I can only repeat, Mr. Chairman, that the policy of the C.N.R. 
has been that there is no intention on the part of the C.N.R. to use Louisburg 
any more than is absolutely necessary during the winter. I take it your sugges- 
tion is that we should look into the matter again. In the light of what you have 
said I undertake to do that but I will make no commitment as to whether we 
shall change our minds. 

Mr. Carrer: I would like to see some consideration given to the saepenion: 

Mr. Gorpvon: I will take what you have said into consideration and I will 
undertake to have the matter reviewed but I shall answer your question honestly 
—we have no intention of using Louisburg. We will review the situationsand 
either decide that we were right in the first place or we shall change the policy. 

Mr. Hatrretp: Has there been any consideration given to operating a car 
ferry between Newfoundland and North Sydney? 

Hon. Mr. Cunrvrier: I think I made some statement on that during the dis- 
cussion of the estimates last year. My recollection is, but I speak now only 
from memory, that when the road is built by the sovernment of Newfoundland 
between Cornerbrook and Port aux Basques, we then are obligated under the 
terms of union to build a motor car ferry. We have been advised that it is the 
intention of the Newfoundland government to build that highway and we are 
giving some consideration now to plans and specifications for the construction 
of such a vessel. 

Mr. Carrer: I have now a question on operating revenue and expense, I 
notice that the operating revenue amounts to $7,716,000 and that expenses were 
_ $10,340,000 over the nine month period. Could the president or the minister 

give us comparative figures for the previous year when these services were being 
operated by the Newfoundland government? 

Mr. Gorpon: We have no figures for the operation of the Newfoundland 
railway as such. We can only give you figures from the date we began operating 
ourselves. 

Mr. Carter: I speak of figures over the previous year? 

Mr. Gorpvon: These figures here are for the period from April 1—the nine 
months from the time the C.N.R. started to operate the Newfoundland railway 
and steamship service. We have not available to us any figures which might 
have been recorded before confederation in respect of the Newfoundland railway 
which was operated by the government of Newfoundland. 

Mr. Carrer: I take it that you have not yet made any comparison with the 
previous operating expenses? 


Mr. Gorpvon: We have not got the figures. 
Mr. Carter: But you could get them if you wanted them? 


Mr Gorpon: I do not know whether they are available. Perhaps Mr. 
Cooper could tell us something about that. 


Mr. Cooprr: I have not seen any of those figures. Of course we did increase 


wages and we reduced passenger fares. We increased wages by $1,500,000 a 
year, and we reduced passenger fares by $800,000 a year. 
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Mr. Funron: Surely the figures must be available somewhere? 
Mr. Coorrer: I have no doubt that by going to the Newfoundland Govern- 


- ment we could get them, but we do not need them and we have not asked for 


them. 


Mr. Carter: Could you break down those figures for enone and revenue 
between the steamship service and the railways? | 

Mr. Cooper: We could get that if you are speaking of the nine months of 
1949. 

Mr. Carter: Ver 

Mr. Cooper: We could, get that. 

Mr. Carter: For the steamship service? 

Mr. Cooprr: Yes. 

The Cuamman: Have you any further questions, Mr. Carter? 

Mr. Carter: I would like to ask if the earnings of the C.N.R. Express Com- 


_ pany for Newfoundland could be given? 


Mr. Gorpon: The Canadian National Express in Newfoundland? 

Mr. Carter: Yes. 

Mr. Cooper: No, we have not that separation here in Ottawa. 

Mr. Carter: Could the figures be made available? 

Mr. Cooper: [1 pelt so, but I had better check before I give you a definite 
answer. 

Mr. Carrer: I aes just one more question. Could I have a statement on 
the comparison of the cost of operation of the Newfoundland service as compared 
with that in the maritime provinces? | 

Mr. Gorpon: I am quite sure that is impossible. 

Mr. Cooper: I am not just sure what is desired. We know what it costs 
to operate in Newfoundland. What was the other comparison? 

Mr. Carter: How do the figures compare with those for the maritimes? | 

Mr. Gorpon: It seems to me that is the same question which was asked this 


‘morning—whether we could break down earnings in respect of various regions. 


It is not possible. However, we could probably arrive at Newfoundland as a 
unit. I do not think we could get a comparable figure in the maritime region 
because there it is an inter-related operation. It so happens that Newfoundland 
is an island and we could tidy that problem up but even then you would have 
qualifications with respect to origination of traffic and I do not think that a 
comparison is possible. 

Mr. Fuutron: I would like to be clear in regard to the answers given to the 
requests for figures. Do I understand that the Canadian National Railways 
took over and commenced operation of the Newfoundland railway without 
studying the figures, and without having available to it the figures for previous 
years operating revenue and expense? 


Mr. Gorpon: The answer to that is yes. The Newfoundland railway was 


entrusted to the Canadian National Railways by the government, and, as I 
_ understand it, it was one of the terms of confederation. 


Mr. ApAMson: Was not somebody curious SHURE to find out what the 
lability or the asset was likely to be? 


Hon. Mr. Cuervrier: Yes, there was a complete statement made. Bae | a 
survey made by the officials of the Canadian National Railways prior to con- 
federation. First there was the submission made by the Newfoundland delegates 
as to the assets. That was checked by the C.N.R., as to value and condition in 


7 which the railway was, but the question which is being asked now is an entirely 
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different one. The question is what was the operating revenue and expense. I 
do not know whether that was gone into. I imagine that the Canadian govern- 
ment was primarily interested in finding out whether it was getting value for 
its money. The government was interested in knowing what the figures were 
on assets. I think the survey indicated that the physical assets on the whole 
were in fair shape although operating results were not good. 

Mr. Futton: My recollection is that the government of Canada paid New- 
foundland in cash for the assets taken over—certain physical assets. Surely 
one of the considerations in fixing the value of an operation such as a railway 
is whether it is operating at a profit or at a loss. Was not that investigated? 

Mr. Gorpon: Your question was whether it applied to the Canadian 
National Railways. My answer is that the matter did not apply to the Canadian 
National Railways. The deal you refer to seems to me to be related to the 
whole question of Newfoundland coming into confederation. It was one of the 
factors but the Canadian National Railways took no part in the deal. 


Mr. Futton: When you commenced the operation—when you took over 
the railway to operate it as you were required, why. would you not look into 
the revenue and expense figures for preceding years so that you could get some 
idea of what you were running into. | 

The CHairMAN: If it was an accomplished fact and one of the terms of 
confederation, while it might be of interest as a study, it would not change the 
end result, would it? | 

Mr. Fuutron: I think it would give you some clues as to how you should go 
about operating the railway. 

Mr. Knicgut: The minister stated that a survey had been made. 

The CuarrmMan: Yes, of the physical assets. 

Mr. Knicut: I think it would be of interest to this committee to know what 
shape those physical assets were in as compared to the average for the rest of 
Canada? 

Mr. Gorpon: There was an investigation made by Mr. Fairweather and 
Mr. Dingle. They made an examination of the physical equipment, and a state- 
ment was made to the government. 

Then, so far as I know, the government included consideration of the 
Newfoundland railway as one of the factors of confederation. There were a 
ereat many factors considered, I assume. 

Mr. Mutcu: And it was so recorded in Deliberations of the Committee — 
on Confederation. 

Mr. Gorpon: Yes. 


Mr. Knicut: But could we not have a comparison of the state of the equip- 
ment in Newfoundland as compared to the equipment in the rest of Canada? 


Mr. Gorpon: That was all covered in that statement, was it not? 


Mr. Dincte: Yes. Perhaps I could clear up some of the points raised. 

- At the time I was in Newfoundland in December 1948, we could get no 
clear figures from the Newfoundland railway as it then existed concerning its 
operation during the previous twelve months. But as to the physical condition 
of the railway we found that the road bed was in fair shape, the rails were also 
in fair shape, and a ballasting program was under way. We found that a lot 
of their freight equipment was old, but their power was in fairly good shape. 

The CHarrMAN: It is difficult for the reporters to get down your evidence, 
Mr. Dingle. Would you mind speaking a little louder, please? , 


Mr. Drncure: Very well. Where do you want me to start? 
The CHAIRMAN: Just carry on. | 


old. 
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Mr. Diner: I think I was on equipment, and I said some of it was quite 


We have since received some new equipment, and more is on order. The 


locomotives are small in type but they are in fair shape. They are being con- 


verted from coal to oil. The bridges and other structures were found to be 
fairly good. 

Of course, the Newfoundland railway has heavy grades of two per cent 
and up on each subdivision and in each direction. In addition, there is a lot. of 
track curvature, and the operations are quite difficult at certain times of the year. 

Mr. Gorpon: When we come to deal with our budget for this year, the com- 
mittee will then have before it the details of equipment which has been purchased 
and which is on order. That should give you a fairly good picture of the kind of 
thing you are interested in. 


Mr. Apamson: Am I to understand that in this case there were no books 
kept and that nobody understood if the ena tins was operating at a loss, or if so, 
at how much of a loss? 


Mr. Dineue: No, that is not right. The Newfoundland railway did keep 


- books, but they were not kept up to the point where we could get all that we 


wanted about the ee 

Mr. ApAmMson: We almost took it over blind, as it were? 

Hon. Mr. Cuevrier: No. That is certainly a misstatement to indicate that 
the road was taken over blind. I think I said a moment ago that before the gov- 
ernment implemented this particular term of union, it asked the Canadian 
National Railways to make a survey. That was done by Mr. Fairweather and 
Mr. Dingle, and a complete report of the physical assets of the Newfoundland 
railway was given to the government, not so much from the point of view of 
the manner in which it was operated, but rather from the point.of view of the 
manner in which the Canadian National Railways could operate it and at what 
surplus or at what loss. 

This report, which was made after considerable investigation, indicated that, 
putting into effect the Canadian National Railway rates of pay, the pensions, 
and the prices which it paid for materials and so forth, the Canadian National 
Railways could operate the Newfoundland railway at an annual loss of approxi- 
mately $5 million. That was the thing we were interested in, and that was the 
thing we got. 

If anybody is interested in finding out what are the losses or the profits of 
the Newfoundland railway, he can obtain the information from the Newfound- 
land Public Accounts, just as he can obtain similar information with respect 
to is Canadian National Railways. 

- Apamson: And what is the estimated loss in bohieanen with the New- 
ee aie railway? You say it is estimated at $5 millions? 

Hon. Mr. CHEvrieR: Yes. 

Mr. ApAMSoNn: Well, now we have got something to shoot at. 

Hon. Mr. Cuevrier: I would not like the impression to get abroad that we 
were buying a lame duck and did not know what we were doing. Not only did 
we do it with our eyes open, but we knew what it would cost the Canadian 
National Railways. That is what the report indicates. 


The CuairMAN: And nine months of operation discloses what? 

Mr. Gorpon: The estimated deficit for this year is $4:2 millions. 

The CHarirMAN: Are there any other questions concerning “operating 
revenues”, and “operating expenses’’? 

Mr. Carrer: What about the terminal facilities at Port aux Basques? Has a 


definite decision been made to expand the terminal facilities at Port aux Basques? 
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Hon. Mr. Cuevrirer: We are giving consideration to it now. I do not see how 
we can have new facilities at North Sydney without having them at Port aux 
Basques as well. Just what the facilities will be and what the costs are going 
to be, I am not in a position to state but we are giving consideration to it, and Mr. 
Gordon tells me that he will make a report to me in due course on it. 


Mr. Carter: Have you any date in mind as to when that eae might 
take place? Would it be a matter of years? 


Mr. Gorvon: It is under consideration. It is really a question of what is 
possible in the time limit. It is not a matter of years by any means. I hope to 
be able to see some commencement of that program this year. That may not 
mean the final program but we would be far enough advanced to get our plans on 
the minister’s desk, and to get a decision whether plan A, or B, or C, or D would 
be approved, and so forth. 

Hon. Mr. Cuevrier: Another thing which makes it difficult is the fact that 
we have to give consideration to the new ferry. If Newfoundland builds the 
new road, then we are obligated, under the terms of union, to build a motor car 
ferry, and that would mean that the terminal might be somewhat different in 
that case than it would be in the first case. So I think it is in the interest of all 
concerned not to go too fast. . 

Mr. Hatrietp: What do you mean by “motor car ferry”? 

Mr. Gorpon: A ferry which would carry automobiles. 

Mr. Carrer: Is there anything definitely stated in the terms of union which 
definitely obligates the- federal government to put on that car ferry? 

Hon. Mr. Cuevriser: Let us get clear what we mean by “car ferry”. If Mr. 
Hatfield has in mind a railway car ferry, then there is no obligation to do it. 
But if he has in mind a motor car ferry, a passenger car ferry for automobiles, 
then there is a commitment in the terms of union to that effect. 

Mr. Hatrietp: Why should there not be a car ferry? 

Mr. Gorvon: Well, there is a different gauge at one end of the line than 
there is at the other. 

Mr. Harrietp: We hada narrow gauge in Prince Edward Island but you 
changed it. 

Mr. Gorpon: There is no action contemplated about changing the narrow 
gauge track in Newfoundland. That would be very, very expensive. The terrain 
is very difficult there and the curvature is very difficult, and it would be 
an extremely expensive proposition. 

Mr. Harriritp: Before the rails were widened on Prince Edward Island, 
you had a point at Borden where you brought in the narrow gauge cars and 
you transferred the goods from them into wide gauge cars and then brought 
them across by car ferry to the mainland. Would that not be feasible in the 
case of Newfoundland rather than to unload your goods to the ferry? 

Mr. Gorvon: You should remember that the run to Prince Edward Island is 
very much shorter and the run could be done with a type of vessel which could 
not be used in connection with the Newfoundland run. It would be completely 
different there. It is an ocean run to Newfoundland, and it would be a _ very 
expensive operation. ; 


Mr. Hartrre.tp: But it is expensive to unload the freight and to have to load 
it again. 

Mr. Gorvon: Th jis where the economies of the situation do come in, and 
that will be one of the studies made; as to whether it is worthwhile, whether the 
cost of trans-shipping would not be less than trying to make the operation you 
have in mind. 

Mr. Hatrietp: Now, do you not have a lot of damage to newaprmt being 
transferred? 
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Mr. Dincue: As far as I know, sir, we do not handle any newsprint across 
the straits between Port aux Basques and Sydney, but what we do is handle it by 
charter arrangement out of Port aux Basques in the winter time on occasion, and 
of course, in the summer months or during the time that the harbour is open 
at Cornerbrook, the Bowater people do their own handling. : 


~ Mr. James: I wonder if Mr. Gordon would mind explaining the policy of 
cutting off their branch lines which may or may not be running economically. At 
the moment I am thinking of the little line we have in Durham county running 
from Port Hope to Peterborough, and smaller lines of that kind. 


Mr. Gorpon: This question of branch line abandonment is something that 
is under examination all the time by the research and development branch and 
they bring in specific proposals from time to time.. We have a couple of 
abandonments that are under consideration now; in fact, they are more than that, 
they are decided upon. You do understand, of course, that we have to go to the | 
Board of Transport Commissioners to justify each one of these decisions on 
the basis of the economic situation. Did you have a particular one in mind? 


Mr. JAmes: The one from Port Hope to Peterborough. I was wondering if 


the general policy would not be to tighten up on that or whether the economics 


of the situation were being considered as against the service rendered to the 
particular area. ; ? 


Mr. Gorpon: I think it is a matter of business judgment under the 
particular circumstances. We have always in mind the good will and the feeder 
value of any particular branch line. They are all considered and then it becomes 
a matter of judgment as to what is to the advantage of the system. We certainly — 
do include in our considerations very definitely the kind of inconvenience to the 
community that might be involved, and the Board of Transport Commissioners 
has that as much in mind as we have. They will not permit us to abandon a 
line without considering the welfare of the community. 

Mr. Futon: Could I ask a question about operating revenues? This para- 
graph states that both freight and passenger revenues declined in volume, whereas 
express and telegraph business showed an increase. What are the indications 
for 1950? Is the volume of freight and passenger traffic continuing to decline? 

Mr. Gorpon: We have that specifically dealt with in our budget discussions, 
and it might save duplication if we were to take it up there because we can 
discuss it at that time and turn to equipment and recommendations at the 
same time. ) | 

Mr. Fuyron: With regard to the express business, what is the cause of the 
increase there? I mention that particularly because of what I understand is a 
new service. Are you carrying express in competition with the mail? I under- 
stand that you are now offering rates equal to or lower than the postal rates on » 
parcels. Is that one of the factors in the increased express business? 

Mr. Gorpon: I cannot answer that specifically. I know what you. have 
in mind. Re ae tg 
Mr. Dineue: I do not understand that to be the case in Canada, but 


_. I believe there is some confliction in the United States. That is the only informa- 


tion I have on the matter. 


Mr. Apamson: Under this item of interest on bonds held by the public, 
what is the method of financing new equipment? 


The CHAIRMAN: We have a heading finance that we are fast approaching, 
and I think that question, Mr. Adamson, would better come under that. 
Our next. item is Other Income Accounts. . 7 
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Hon. Mr. Cuevrrer: If you are addressing your question to me, I am afraid 
I cannot answer because the Newfoundland railway has been entrusted to the 
Canadian National Railways, and I do not know whether they have made an 
investigation of that angle or not. I would not think they would have at this 
juncture. cit 
Mr. Gorpon: You are talking now about the possibility of developing other - 
traffic. 

Mr. Carter: In the light of keeping operating expenses at a minimum and at 
the same time improving the service. | 

Mr. Gorpon: May I answer that in this way? Our research and development 
branch to which I have referred many times today has the job of keeping con- 
stantly on the outlook for the kind of thing you have in mind. They are in dis- 
cussion with various people in Newfoundland to see how they can encourage 
and develop traffic, and help in the location of plants and industry, and soon. [| 
am not giving you specific examples of their work, but that is the job of that 
department. They are in touch, not only in Newfoundland but with people all 
across the continent, to see if we can assist in the developing of a particular 
community or industry. vie: 

Mr. Carter: If we had a branch line coming out at the centre of the south 
coast at Baie D’Espoir and you had your terminal there instead of at each end, 
your service would be much faster. | 

Mr. Gorpvon: I can assure you that the department I referred to have these 
possibilities always under consideration. : 

The Cuarman: Our next item is other income accounts. Are there any 
questions on foreign exchange costs and things of that sort? If not, we will take 
up capital expenditures, which comes next. | 

Mr. Futon: I was interested in the income from Rail and River Coal Co. 
that we heard about earlier but I do not find it listed as a separate item, there 
is just a general item in the account showing total income from other operations 
and it shows an overall deficit. Now what was the income from this Rail and 
River Co. mine? 

Mr. Gorpon: I am not sure which figure you are referring to. 

Mr. Fuuton: Other income on page 9, your Rail and River Company is a 
separately owned company, but I do not find in the breakdown of operation 
revenues anything to show for the income from that company. All your com- 
panies are lumped together and show an overall deficit. Now, what was the 
income from that Rail and River coal mine? 

Mr. Coover: In 1949, we had a deficit of $156,062. The loss was brought 
about by excessive stoppages of work due to the trouble in the coalfields. 

Mr. Fuuron: Can you tell me what it was for 1948? 

Mr. Cooper: In 1948 there was a profit of $43,191. 

Mr. Fuuton: Is that a normal profit for a 900,000 ton operation? 


Mr. Cooper: Well one would have to consider that in the case of the coal 
which they sell to the Canadian National Railways they do not make the normal 
commercial profit. It is sold at cost to the railway. 

Mr, Fuuton:, Lsee. | 

Mr. Apamson: As a captive mine, it sells coal to you cheaper that it would 
to others? ) 

Mr. Coormr: Yes, we buy coal cheaper from the Rail and River Company 
than it would be sold to other companies. | 

Mr. Apamson: Is that the same thing with captive mines held by the steel 
companies? 
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‘Th committee adjourned t to meet again 1 Tuesday, Mareh 28, 1950, at 
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Appendix A 


STATEMENT BY DONALD GORDON, C.M.G. 
CHAIRMAN AND PRESIDENT 
CANADIAN NATIONAL RAILWAY COMPANY 


TO 


THE ROYAL COMMISSION ON TRANSPORTATION 


Mr. CHAIRMAN AND COMMISSIONERS: 


It would seem appropriate at this time, that I should make a statement 
on behalf of the Canadian National, speaking to the broad principles involved in 
this inquiry and supplementing our Submission in respect of the adjustment of our 
capital structure, a matter of the gravest concern to myself, our Board of 
Directors and my assoctates. é 

While I assumed the responsibilities of Chairman and President of the 
National System but a few weeks ago, the nature of my duties and experience 
these past years have afforded me an excellent opportunity to become familiar 
with the economy of the country and its broader problems. The Railway prob- 
lem, and particularly the situation of the Canadian National from a financial 
point of view, are among the more pressing matters which require solution. 
The financial aspects of the Canadian National have received my careful study 
and earnest consideration since I assumed office. I therefore welcome this 
opportunity to come before your Commission. 

Our Submission deals in general terms with a national transportation policy 
and we have suggested that your Commission might well recommend to Parliament 
the definition of such a policy. No doubt the evidence which has accumulated 
throughout your hearings has indicated the necessity of properly co-ordinated and 
fairly regulated services embracing every form of transportation. 

The importance of the railways in the national transportation field cannot be 
exaggerated. They are of prime importance from the viewpoint of national 
development and national defence. Anything which weakens or. affects their 
ability to operate and maintain their properties efficiently, weakens the country 
generally. I do not wish to infer that other transportation agencies have not an 
important place in the national transportation field—they undoubtedly have. 
Each has its inherent advantages which must be recognized. That each should 
perform the function for which it is best adapted is essential if we are to have the 
most efficient transportation system. 

It is equally essential that these other modes of transportation should not be 
permitted to continue competition in an unfair and unregulated manner with the 
railways in the field in which the railways beyond doubt, are the most efficient and 
economical agency. These matters are of national importance and are matters 
with which a national transportation policy must be concerned. 

The Canadian National is in a unique position. It is the largest system in the 
transportation field, it is Canada’s largest employer of labour and the nation’s 
largest buyer of materials and supplies. Its influence in the economic life of 
Canada is extensive. That its prosperity is tied in with national prosperity and 
welfare cannot be questioned. At the same time the financial results of the 
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Canadian National distort the true efficiency with which the System’s operations 


_ are conducted. It is urgent that the true operating results be clarified. 


Some of these distortions result from our capital structure which your 
Commission has been directed to review. Study of this subject will demonstrate 
that by comparison with other railways an undue proportion of the capital of 
Canadian National is represented by interest-bearing securities. The advisability 
of making a realistic adjustment of the capital structure and the extent of such 
adjustment, are the questions which arise. The Main Submission of the Canadian 
National which has already been filed with your Commission, clearly indicates 
that such adjustment is imperative, and that it should be substantial in amount. 
Apart from the strictly financial aspects of the matter, adjustment is also 
important for the reasons set out at pages 75 to 79 of the Main Submission, with 
which reasons I am in entire agreement. : | 

A realistic capitalization of the Canadian National must of necessity be 
related to its future earning power. The historical record is only of value as 
offering some basis for forecasting future results. The earning power of the 
Canadian National from 1923 to date shows wide fluctuations. In some years 
earnings available for interest charges and other corporate needs have been 
substantial. In some other years, although there has been an operating surplus, 
there has been a deficit even before fixed charges. It is significant that the 
periods of high earnings were short-lived and came under boom or war condi- 
tions. They are therefore not to be taken as indicative of the situation which 
could be expected to prevail normally or in the future. Moreover, during periods 
of low traffic, maintenance costs were reduced to some extent at the expense 
of the property and therefore the historical record overstates its earning power. 

As to the future, while it is quite clear that the Canadian National will 
continue to be a powerful and useful instrument for the development of Canada 
and an essential part of national defence, there are discernible trends which 
are adverse to net earnings. Highway competition, already sizeable in amount, 
will tend to increase and will divert from railway earnings the higher grade 
traffic from which most net earnings arise. Also to be considered is the effect 
of other competing forms of transportation, such as air transport and coastal 
and inland waters transport. 

Future operations will be burdened to some extent by the deferred main- 
tenance of property and the deferred renewal of equipment resulting from war 
services of the System. While, during the period of high earnings, reserves 
were set up to meet such expense, they have been seriously depleted by post- 


-war inflation. Due largely to inflation, rolling stock of the System stands in 


the accounts at figures far less than replacement cost. As a consequence, as 
replacements occur there will be an inflation of capital which, in turn, will 
adversely affect earnings through increased depreciation and interest charges, 
even when due allowance is made for the fact that the new equipment will be 
of an improved design, have greater usefulness and be more economical to 
operate than the equipment being replaced. ele | 

Inflation bears with particular severity on the Canadian National by 
reason of its relatively low-traffic density. There can moreover, be no assurance 
of the effectiveness, in so far as net earnings are concerned, of offsetting mnfla- 
tionary increases in cost by increases in freight rates since it is conceivable 
that the railways, by such procedure, might price themselves out of the market. 

The construction of additional branch lines to develop the natural resources 
of the country must also be considered. Such lines are expensive to construct 
and while they may be justified by the anticipated increases in national wealth 
and national income, they are not likely for many years to produce sufficient 
railway earnings to pay the additional expenses which they entail and the 
interest and depreciation on their capital cost. | Ua ig Ye 
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The future earnings of the property, which form the basis of a rational 
capitalization, must reflect the effect of the foregoing facts and circumstances. 
It is conceivable that in some years the property would do no better than meet 
its operating expenses. In good times it would be reasonable to expect fairly 
substantial earnings. For a property having these characteristics, it would be 
logical to consider that all of the capital should be in the form of equity and 
that none of it should be interest-bearing. However, since the country is faced 
with a situation in which the interest-bearing securities of the Canadian National 
amount to $1,344,000,000 (1948 figures), of which $760,000,000 is held by the 
Government and $584,000,000 is held by the public, it becomes a matter of 
practical policy as to how the capitalization should be restated. 

After careful study I have come to the conclusion that to show results of 
operation which would meet commercial tests, the amount of interest-bearing 
capital which may be included in a restatement of the capital structure should 
be of relatively small proportions, in contrast to the present interest-bearing 
capitalization of $1,344,000,000. In arriving at my conclusion I have given 
particular consideration to the following: 


(1) Inverest-Beartnc Opuications AsSUMED WITH ACQUISITION OF i 
7 INSoLVENT RatLways _ 

The Canadian Northern and Grand Trunk Railway Systems would not 
have been acquired by the Government had they been able to carry on as private 
enterprises. As is well known, they were acquired in the National interest as 
going concerns instead of having been put through bankruptcy proceedings. As 
a result there was taken into the Canadian National System at its inception, 
$804,000,000 of interest-bearing debt. Some of this, acquired from the Grand 
Trunk, included securities which under private ownership had been on a con- 
tingent earning basis; these were converted to a fixed interest basis as part of 
the acquisition. What proportion of this large amount of fixed interest-bearing 
obligations might properly have been written off or reduced to equity capital 
as a result of bankruptcy proceedings is, of course, impossible to determine at 
this late date. | 

It is however, certain that considering the property as a system which had 
to be operated in its entirety, and considering the matter from the viewpoint 
of ordinary commercial standards, there was no hope of attracting private capital 
in any amount whatsoever. The earning capacity of the property was without 
promise and hundreds of millions would have had to be invested to take care 
of the backlog of deferred maintenance, necessary improvement and co-ordination 
costs. Under these circumstances it seems reasonable that the entire amount of 
the above-mentioned fixed interest-bearing obligations should be converted into 
equity capital. 
(2) Run-Down anv Semi-FinisHep Conpition oF Properties TAKEN OVER 

The privately-owned properties, when taken over, were badly run down 
and, in the case of the Canadian Northern Railway System, cannot be said to 
have been properly completed and equipped. It would appear to have been the 
deliberate policy of the Canadian Northern to construct railway lines with as 
little initial capital expenditure as possible, looking to completion after operation 
had begun. Despite large amounts expended on rehabilitation and construction 
prior to 1923, a great deal still remained to be done to.take care of this situation 
on the lines of the Canadian Northern and the Grand Trunk Systems at the 
time of consolidation. Much of the expenditure was chargeable to operating 
expenses but inevitably a proportion of it was of a capital nature. The net 
investment expenditures of the System, 1923-1947 inclusive, have amounted to 
some $707,000,000. It is a reasonable estimate that of this amount at least 
$100,000,000 represented necessary improvements to the property which did 
not add to the earning power of the System. 
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(3) Co-orDINATION Costs 


The Canadian National management following consolidation, was faced with 
the co-ordination of these previously competing systems. Co-ordination, it 1s 
estimated, has required the expenditure of $40,000,000 for main-line connections, 
belt lines and terminal rearrangements, notwithstanding which, the property 
falls considerably short of having a proper location of main lines in relation to 
branch lines and of terminals in relation to its traffic pattern which would have 
been secured had the property been designed and constructed as an entity. 

The System has more mileage than is functionally necessary to meet its 
requirements. The excess mileage has been reduced to some extent by abandon- 


ment of duplicating facilities where this could be done without injury to the 


national economy. This applies to those instances where the duplicating facilities 
were located so closely together that one of the lines would serve all needs of the 
community. Generally, however, this is not the case and the lines which are 
functionally duplicate as main line also serve the local needs of the communities 
through which they run. The practice in such cases was to choose the better line 
as the main line and to continue the other in service as a secondary line. 

There are 3,820 miles of line on the Canadian National which were originally 
constructed as main line and which in the process of co-ordination have been 
reduced to secondary lines. 

The maintenance and operation of these lines is a burden upon the System, 
even when allowance is made for their use as secondary and branch lines. This 
burden on revenues should be’ taken into account in considering the capital 
structure of the System. 

It is estimated that the burden constitutes an operating disability in excess 
of $8,000,000 annually or an equivalent capital disability of $250,000,000, which 
in a sense is, and for convenience might be described as negative. capital. This 
amount, together with the money expended upon co-ordination projects, totals 
$290,000,000. 


(4) CANADIAN GOVERNMENT RAILWAYS 


The Canadian Government Railways constitute a considerable portion of 
the Canadian National System. Prior to the formation of the Canadian National 
System and the entrustment to it of the Canadian Government Railways, capital 
for these lines was provided by the Government free of interest. During the 
vears of administration by Canadian National a change was made and the 
System has since been burdened with interest-bearing capital for additions and 
betterments and for rolling stock, which at the present time has accumulated to 
some $110,000,000. 

There is 4 pension fund, closed to new members in 1929, which is applicable 
to the Canadian Government Railways. This fund is more expensive to support 
than the general pension fund of the Canadian National to the extent of an 
equivalent capital amount of $25,000,000. Taken in conjunction with the 
$110,000,000 above mentioned, this makes a total of $135,000,000. 

While attention is directed to this situation, and for the purpose of this 
review, the sum of $135,000,000 is included in the statement of the System’s 
capital burden, it is recognized that the Canadian Government Railways are 
now an integral part of the Canadian National Railways for management and 
operation. Therefore, although it 1s reasonable that the Canadian National be 
relieved of capital expenditures on the Canadian Government Railways and of 
their extra pension costs, it is considered that, if the measures recommended 


herein for the restatement of the capital structure of the Canadian National and 


the method of finding new capital are adopted, no special relief should be claimed 
for these items. 
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(5) Errecr or ACQUISITION or UNREMUNERATIVE Lines IN NATIONAL INTEREST 


From time to time the Government has acquired and has. caused to be 
incorporated in the National System, in the national interest, lines of railway 
which had little or no net earning power in themselves, which were in a run-down 
condition and required rehabilitation, The Canadian National income account 
was thereby adversely affected. These lines are as follows: CG. 


Cost _ Mileage 
Inverness Railway .& Goal Oo, oe 2 ee $ 375,000 60-8 
PET EN NOPSOEN Guts iM ae eal ee eR AL dine 60,000 26-8 
CASO LATTES Va eae ul Ne ese TTA ore nO en OR eee 3,500,000 202.3 
Seon or; QUeHee nt Ai a ie ee | NUN em AS 6.000.000 158-3 
Quebec) Montréal :& Southern’ vahie 2 Sik gen 5920 361) a4 191-0 
. $15,855,361 639-2 


_ The cost of acquisition and of rehabilitation has amounted to about $18,000,- 
000. Incorporation of these lines in the System increased operating expenses. 
applicable to each by reason of the obligation to pay wages at System levels 
and to assume pension liabilities, while on the other hand rates for transporta- 
tion service had to be reduced. The effect of these changes was decidedly adverse 
to the net income of the System and constitutes another example of what has been 
termed negative capital. It is appropriate therefore to set up negative capital 
of $12,000,000 which, added to the cost of acquisition and of rehabilitation totals 
$30,000,000. 3 Ask 

Consideration must also be given to the-situation created recently through 
the entrustment to Canadian National of the Newfoundland Railway and 
Steamship Services and the Temiscouata Railway. | 

It is anticipated -that the operations of the Newfoundland Railway and 
Steamship Services will burden the System income account to the extent of 
$4,000,000 yearly. Expressed in terms of negative capital this amounts to 
$134,000,000. Further, substantial amounts of capital will also be required from 
time to time to improve the property. 

The operation of the Temiscouata Railway will constitute an additional 
borden on the Canadian National and will adversely affect its net annual income 
to the extent of $180,000, the equivalent of $6,000,000 in terms of negative capital. 

The total of the capital items in this group is $170,000,000. 


(6) Errect or DEVELOPMENT LINES 


Large amounts of capital have been spent upon development branch lines, 
the whole cost of which by necessity has been provided by the issue of interest- 
bearing obligations, whereas in sound financing procedure, a substantial per- 
centage of the cost should have taken the form of equity financing. The amounts 
so expended total $85,000,000, and if a minimum of 40 per cent be taken as the 
amount which should represent equity capital, the capital burden of the Canadian 
National is in this respect excessive to the extent of $34,000,000. | 


SUMMARY 


Summarizing the above, the following statement of excessive capital burden 
upon the Canadian National System is obtained: . . 


_ Interest-bearing obligations assumed with acquisition of insolvent 


Tal Ways a bees coc LN a de AGaRe Sypee Stet ra RUMIEN, oye GR Beyer eat te) Oe, Mie GBHOUS at $ 804,000,000 
Run-down and semi-finished condition of properties taken over. . 100,000,000 
Cotordimation: ‘Costs ss... ke ae he mltaaliss oak Bue bE. MINS ote 290,000,000 
Canadian-Government Railways: .. <> ss. dso saree Boda 135,000,000 
Effect of acquisition of unremunerative lines in national 

interest ..... adn “Aes coke bn a cia eat RR dk 8 shy se Owe Mt ae oe 170,000,000 
Hifect. of development. Mines. 2... 50... 5. cane es we Be ene Baa 34,000,000 


$ 1,533,000,000. |. 
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‘This statement eaten’ excessive capital burden of $1,533,000,000 (which 
is in excess of the Fixed Charge Debt of Canadian National of some $1,344,- 
000,000) supports the conclusion that an undue proportion of the capital invested 
in the Canadian National System is represented by interest-bearing securities. 

It is submitted that by ordinary commercial standards, the entire interest- 
bearing capital should be converted to equity capital. However, in view of the 
practical difficulty in the way of converting the interest-bearing capital in the 
hands of the public into equity capital at this trme; and having regard to the 
potential earnings of the Canadian National System, which are considerable 
and may in some degree offset the adverse factors here considered; and on the 
assumption that the present imbalance which exists between railway rates and 
railway costs will be removed by adequate rate increases, I submit the following 
as an appropriate adjustment: 


-(1) The $760,000,000 of interest-bearing obligations held by the Government 
should be exchanged for equity capital and reflected in the balance sheet 
as such. 


(2) The Government should acknowledge an indebtedness to cuimie 
National in the amount of $300,000,000 to bear interest at 3 per cent 
until discharged. This would be set up in the accounts of Canadian 
National as a capital fund to be drawn on from time to time to retire 
interest-bearing obligations in the hands of the public or for capital 
additions to the property. As consideration for the acknowledgment of 
the indebtedness aforesaid, Canadian National would issue a commen- 
surate amount of equity stock to the Government. 


(3) Future development lines should be financed to the extent of not more 
than 60 per cent by interest-bearing securities, the balance to be supplied 
by the Government against the issue by Canadian National of a com- | 
mensurate amount of equity stock. 


[t is my considered opinion, concurred in by the Board of Directors, that 
nothing short of these measures can be deemed adequate treatment of the capital 
structure of Canadian National. These measures, if put into effect, should 
enable Canadian National, on the average, to meet its fixed charges, including 
interest on funded debt. 

I submit very earnestly that the adjustment of the capital structure of 
Canadian National is long overdue and that for the reasons set forth in the 
Submission filed by Canadian National with you in October last, as well as for 
the further reasons already presented and to be presented during the course 
of these sittings, your Commission should recommend that it should now be 
adjusted. 


SURPLUS EARNINGS 


Prudent business management and judgment have always approved the 
establishment of reserves in years of financial prosperity for use in the leaner 
years. On the assumption that our proposals are implemented, it is not unreas- 
onable, as I have indicated, to anticipate that Canadian National will in some 
years have surplus earnings. The.task of Management would be greatly eased 
in my opinion, also concurred in by the Board of Directors, if there were a 
recommendation from your Commission that the Board of Canadian National 
use such surplus earnings (a) to provide sufficient funds to cover expenditures 
for non-revenue producing improvements and betterments; and (b) to establish 
a rate stabilization fund which it is hoped could be built up in good years and 
drawn upon in poor years with the view of affording stability to the rate struc- 
ture and tending, to the extent of the fund from time to time existing, to post- 
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pone the necessity of applications for general freight rate increases. Your 
Commission is respectfully invited to recommend the ge ace which I have 
just made regarding this subject. 3 


Unirorm AccouNTING AND STATISTICAL PROCEDURE 


Our Company has submitted in respect to accounting, that there should be 
a uniform system of accounts for Canadian railways and that such system 
should be prescribed in accounting classifications to be issued by the Board of 
Transport Commissioners. That there should also be uniformity between the 
accounting regulations of Canadian railways and United States railways seems 
— equally desirable. Canadian railways have lines in the United States and United 
States railways have lines in Canada. Comparisons of operating results and 
statistics do not stop at the International Boundary. 

Our company considers that records and reports as maintained and made 
by Canadian railways should be based upon uniform statistical classifications 
and considers that the classifications prescribed by the Interstate Commerce 
Commission should be incorporated in any new Canadian classifications. 

There are other matters covered in our Submission. All will be dealt with 
by our senior officers who will be available to render any assistance to the Com- 
mission of which they are capable and also for examination in respect of the whole 
Submission and the details of the plan which I have enumerated during these 
brief remarks. 

We consider that the establishment of Canadian National on the bases 
which I have put forward would be prudent and would tend to more efficient 
management and to greater effectiveness in meeting the essential needs of the 
nation: Canadian National service is vital to the development of Canada and 
is a vital part of Canada’s defences. Canadian National should be provided 
with a realistic capital structure. 
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Cleaver, presiding. 

Members present: Messrs. Adamson, Carter, Cavers, Chevrier, Cleaver, 


Follwell, Fraser, Fulton, George, Gillis, Hatfield, Helme, James, Knight, 
Macdonald (Edmonton East), McCulloch, MeLure, Mott, Mutch, Thomas. 


In attendance: Mr. Donald Gordon, C.M.G., L.L.D., Chairman and Presi- 
dent, Mr. 8. F. Dingle, Vice-President, and Mr, T. H. Cooper, Vice-President and 
Comptroller, Canadian National Railways; Mr. J. C. Lessard, Deputy Minister 
of Transport. 


The Committee resumed Seneerston of the annual report of the Canadian 


.National Railways for the year 1949. 


Examination of Messrs. Gordon, Dingle and Cooper was continued. 
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11 o’clock a.m. 
A. L. BURGESS, 
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MINUTES OF EVIDENCE 


House oF CoMMONS, 
March 28, 1950. 


The Sessional Committee on Railways and Shipping met this day at 
11.00 am. The Chairman, Mr. Hughes Cleaver, presided. 

The CuatrmMan: Gentlemen, just as the Canadian National Railways run on 
time, and it is now eleven o’clock, so do we. We have a quorum. We are, I think, 
at page 9, “Capital Expenditures.” | 

Carried. 
~The next paragraph is “Finance”. I think Mr. Adamson has some questions 
on Pees so we might let that item stand over until Mr. Adamson arrives. 

Now, “Condition of Property”. 

Mr. Fuuron: 

“The reserves which were set up against this condition have been impaired 

by the increases in wages and prices which have since taken place.” 

I was reading from page 9, the second sentence under the heading of 


“Oondition of Property”. I wonder if Mr. Gordon or Mr. Cooper could enlarge 


— upon that sentence? 


Mr. Gorpon: It is a very simple matter. We set up a certain number. of 
dollars during the war years in the form of reserves. Now, the purchasing 


value of those dollars today, by reason of increased wages and increased prices, 


is less than it was at the time the dollars were set up in the reserves. In other 


_ words, $8 million will buy less today than it would in 1947 or whatever the date 


was that we set up the reserves. | 

Mr. Futtron: That simply means that the railways will not be able to buy as 
much for it? 

Mr. Gorpvon: That is right, because of inflation in prices and in. wages. 

Mr. McLure: Under the heading of “Condition of Property”, I have one 
question. It is in connection with the condemned bridge which is known as the 
Hillsboro Bridge between Charlottetown and South Port. This bridge was 
condemned some years ago for heavy freight and is now used just for local 
passenger trains. 

Mr. Gorpon: Yes. 

Mr. McLure: May I ask if it is the intention of the government to rebuild 


_ this bridge with the Trans-Canada highway? 


Mr. Gorpon: My recollection is that it is a matter under sideunont now with 
the government. Am I right? I remember there was some correspondence with 


the government of Prince Edward Island the other day. I have eee the 


details of it. 
Mr. McLure: It is still a toll bridge. 
Mr. Gorpon: Yes? 
Mr. McLure: And the province pays a toll of about $10,000 to the 


_ Canadian National Railways. The bridge is hardly fit for ordinary truck traffic, 
- because every once in a while a big truck going over it gets jammed. 


Mr. Gorvon: The point at issue is whether the bridge should be replaced 
entirely at the cost of the railways or whether, because it may be on a part of the 
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Trans-Canada highway system, there should be a division as to the cost. I am 
speaking of course from memory. But my belief is that that point is now under 
discussion with our officials and the premier of Prince Edward Island. 


Mr. McLure: It was an old second-hand bridge when it was placed there 
forty-six years ago, and the province has already paid, with interest and the 
$10,000 annually, over $1 million. So I do not think the province should have 
to put up any more money for the rebuilding of the bridge. 

Mr. Gorpon: That is the cerecice of opinion men will have to be 
resolved, Mr. McLure. 


Mr. McLure: Perhaps you may have some information about it before this | 
committee rises? 


Mr. Gorvon: Yes, I think I can find out where it stands and let you have 
some information about it later on. I shall make a note of it. I am sorry that I 
did not bring the correspondence with me; but I remember quite clearly that a 
discussion of it 1s under way. 

The CHatrMAN: Are there any other questions? 


Mr. Fraser: Yes. I would like to ask the president to give us some details 
as to general conditions of the whole set-up, let us say, as ‘a equipment, and what 
he contemplates to spend this year? 


The CuHarrMAn: We have already had that, Mr. Fraser. But if there 1s any 
special point, I know that Mr. Gordon will be glad to discuss it for you. What 
is the special point which you want covered? 

Mr. Gorpon: We shall have in the budget discussion which will come later 
details of equipment and capital expenditure and so forth. So I suggest that you 
would get them more adequately at that point. ~ 

The CHAIRMAN: Yes. 

Mr. Giuuts: Under the heading of “Condition of Property”, I wonder if Mr. 
Gordon has taken a trip from Montreal to Sydney, Nova Scotia, since he became 
president of the railways? 

Mr. Gorpon: I have not. 

Mr. Gruuis: Then I suggest that you should. 


Mr. Gorpon: I have every intention of doing so Just as soon as aT feel that 
I have some time available for the purpose. I have a trip under consideration 
now which will, during this year at least, take me over most of the main lines 
of the property. But I have felt because of pressure upon my time and other 
matters in the last two or three months—and also because the winter time is 
not a good time to look at a rail property—it would be much better to defer that 
trip until early spring. However I have it in mind to make the trip as soon 
as possible. 

Mr. Gixuis: I think the condition of that end of the line leaves much to be | 
desired. I feel that the road-beds are bad, and have been so for a long time. 
There are a lot of grades and curves there, and it looks to me as if most of the 
antiquated rolling stock of the whole system is relegated to that area. 


Mr. Gorpvon: I think you will find no agreement on that point, because 
I understand that various parts of the country feel the same way; they think 
that they have all the antiquated rolling stock. But I can say that there is a 
fair division of antiquated equipment over the whole system. 


Mr. Giuuis: I seem to find a fair improvement after I get west of Weer: 
It looks very, very good to me, from what I can see. 


Mr. Gorpon: I cannot make much intelligent comment on that. But I shall 
make a note of your observations and keep 1b in mind when I come down to 
see you. 
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Mr. Guus: I think the condition of the property in that area is terrible 


as to the rolling stock, and so on. 


{ 
| 
of 


Mr. McLure: I do hope that the president will not come in a deluxe train, 
but that he will travel as an ordinary passenger, because I believe he will get 


more information that way than in any other. 


Mr. Fraser: He will get all the bumps too. I feel that the president should 
travel around in my section and make a check because, at the present time, 
it is a common saying to hear: I want to go to Toronto in the worst way, so I 
think I shall go via Canadian National. The trains do not run the way they 
should there, and the roadway is bad. 

Carried. 

The CuairMan: “Traffic Control’. 

_ Mr. Fuuron: I would like to ask the president about the installation of 
slide detector fences. 

Mr. Gorvon: I shall have to ask Mr. Dingle uy deal with that because ne is 


a technical matter. 


Mr. Dincie: Just a minute until I get my papers in order, please. 

Mr. Fuiton: Perhaps I should just say that an answer was given to some 
questions which were asked in the House only recently. I asked for a report 
on the installation of the slide detector fences, one of which is now in operation 
at or near Spence’s. Bridge in British Columbia. And I also asked for a report 
indicating whether or not these types of installations are satisfactory for the 
purpose of giving warning of rocks and slides. 

-The answer given was: 
Not in so far as slide detector fences are concerned. 

A further question was: 

If not, in what way are they unsatisfactory? 
And the answer given was: 
Difficulty is experienced in keeping slide detector fences in service 
at periods of heavy snowfall and of interference from snow slides. 
’ And finally, the question was asked: 
What further or other installations for this purpose are contemplated, 
and when is it expected the work on them may begin? 

And the answer to that question was given as follows: 

Additional installations of slide detector fences will be considered 
after reviewing results achieved from experimental installations. 


You will remember, Mr. Chairman, that as a result of a couple of derail- 
ments out in that part of the country because of small rock slides, there were, 
I think, three or four fatalities to the train crew. And the feeling which I have 
been able to get from the crew is that these slide detector fences are very 
valuable in that they give a feeling of greater confidence, and consequently 
the crews are anxious to see the work proceed as rapidly as possible. Therefore 
I was a little disturbed by the answers given to my questions. 

Mr. Drnate: I think the answer was given for this reason: that through the 


past winter, with the increased amount of snow in the mountains, it was almost 


impossible to keep the slide detector fences in service, because one slide after 
another would come down, and the result was that before we could replace the 
damage or repair it, another slide would come down. So it was most difficult. 
But we have found that automatic signals installed in this same area are good 
‘detectors in so far as slides are concerned. 


Mr. Fuuron: As far as snow slides are concerned, i think we should bear 
in mind that they were an unusual condition this year, ‘and that the snow slides 
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were unusually heavy. I believe that the slide detector fences are not so much 
a warning against the massive heavy slides as they are a warning against falling 
rock in small quantities, but which will, nevertheless, serve to derail an engine 
if not the whole train, and that it was to guard against such a thing that the 
slide detector fences were supposed to give protection. 

Mr. Dincte: That is quite true. But this winter we had a combination 
of both, as you know. 

Mr. Gorvon: It seems to me that the real point in reply to this question 
whether or not we intend to continue with further installations, is that we say 
that as a result of our experience we are studying the results in order to determine 
whether or not other installations are useful, and also if they are not useful, 
whether we can find some other means of safety devices which would be better. 

- We are not suggesting that we are relaxing our efforts in regard to safety. 
We are merely studying the results of the safety measures which we have already 
taken to see if we can improve them, or whether they are the last word. 

Mr. Fuuron: When might it be expected that further installations will be 
made? . : 

Mr. Gorpon: Just as soon as we can receive a reasonable report from our 
technical officers on the conditions which we have been discussing. ‘ 

Mr. Fuuron: I have a letter, or rather a copy of a letter, from the railway 
itself addressed to the secretary of the Board of Transport Commissioners, and 
- T-understand it ‘has been found that’ the slide detector fences did give warnings 
of rock slides on the right of way, and I gathered that on one or two occasions 
they prevented trains from running into rock slides at those locations. And the 
letter goes on to say that owing to the fact that they are not satisfactory because 
they are put out of operation when heavy slides occur, the company is not 
convinced as to their usefulness. 

Would you not say, Mr. Gordon, that the mere fact that they have given 
warnings would indicate that they are, in fact, useful? 

~ Mr. Gorpon: That can be taken into consideration when we receive a full 
report from our men who are qualified to conduct the necessary cheeks on them. 

I agree with what you say; that it seems to be in favour of them, but we are 
awaiting the study by our safety officers to determine what is the best thing to do. 
. I would like to emphasize that we are not giving up or relaxing our efforts 
towards safety. We are simply doing the best we can, with the number of 
installations that we already have, to see what is the best. thing to do. 

Mr. Fuuron: Could I ask when you expect to have that report? 

Mr. Gorpon: Momentarily. The vice-president in charge of the western 
region has been personally examining the situation with his officers over a period 
of weeks. He made several trips personally out there to examine those conditions. 
It is not something that I can place an estimate on because it is actively in 
hand right now. 

Mr. Fuutron: Could I ask you this? Would it be your expectation that 
whatever types are found to be desirable that the installation of these would 
take place this summer. 

Mr. Gorvon: That would be my expectation. 

Mr. Guus: I would like to ask this question. I do not know much about 
‘the centralized system of traffic control, but I am wondering just how safe it is 
and how sure you are of it. What I have in mind is this: it is only a couple of 
weeks ago that around Drummondville there was a head-on collision between the 
Ocean Limited and the Maritime Express, and 1 wondered how that could happen 
on the main line at a place as prominent as that with this system of centralized 
traffic. control in operation. 

Mr. Gorvon: I was wondering exactly the same thing as you, Mr. Gillis, 
and I made a very deep personal examination in regard to that particular 
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happening. As a matter of fact I think I made Mr. Dingle’s life miserable 
because I kept asking the same questions as you.. I think I can summarize the 
situation very briefly in this way, that at the moment centralized traffic control 


is about as safe a kind of signal operation that we know of, but there is no - 


kind of signal operation that is completely accident-proof; it is still subject to 
man failure. In that particular accident the reports indicate that the signals 
were working quite properly but that the engineer ran through at least two 
warnings that should have either stopped the train or brought the train under 
control. Now, that is complete man failure. It can happen, as you know, in 
regard to any operation that depends upon human judgment. A man can make 
a mistake and there is no way I know of to prevent it. These signals are as 
fool-proof as we can possibly make them—and I would like Mr. Dingle to con- 
firm this or disagre¢é with me—these signals are as fool-proof as anything of that 


' type we know of. 


Mr. Dinete: What Mr. Gordon has said is quite true. In this particular 
case the engineman did run by red signals. He could not explain why he did 
it, except that he was confused, and in turn I cannot explain why he was con- 
fused because everything was‘there that he needed to bring his train down to the 
proper control. : : 

Mr. Georcy: I know that that type of signal has been installed between 
Pacific Junction and Windsor Junction and it was in operation all during the 
war while I was away overseas, and I do not believe there has been an accident 
there since it was installed. 

Mr. Dincue: We have had in that area only one or two minor accidents 
since installation. | 

Mr. Grorce: You had one last summer, but that was something else. 

Mr. Gorpon: That accident happened at the very time I was on the point of 
discussing the installation of the centralized traffie control system on our Oba 
sub-division in Ontario, and by reason of that accident I took particular pains 
to find out whether it was worth the expense if an accident could happen so 
easily on a line on which it was installed. To repeat, there 1s just no way of 
cetting away from the fact that a man will occasionally, for no apparent reason, 
do the wrong thing. Now, anybody knows that a red signal means stop. You 


do not have to be a railroader to know that. How a man with the experience 


of this particular engineer—and he was one of our best men—could just run right 
through that red signal I cannot explain, nor can Bre 2h 

Mr. Povutror: I would like to ask a question about a collision that occurred 
around St. Cyrille between West Junction and St. Rosalie last February. I was — 
on the train which was delayed twelve hours and that accident occurred in an 
area that was serviced by this centralized traffic control system. 

Mr. Gorpon: That ig the same one that we were discussing. 

Mr. Povuttor: There were some passengers injured; I was not hurt because 
I am hard headed. What was wrong? Was it on account of the ice? 

Mr. Gorpon: No. What happened was the engineer in charge of that train 


yan through a red signal, more than one red signal in fact. The signals were 


operating. It was a bad night, it 1s true, but there is no apparent. reason 
from the reports that we have as to why he should have made that mistake, but 
it is just one of those mistakes that happen. 
| a Pouuror: What disciplinary action was taken as a result of that accl- 
dent! 

Mr. Gorvon: I do not know whether our disciplinary measures are com- 
plete, but the train crew was dismissed. 
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Mr. DineuE: The investigation has been completed. eeepr with respect to 
the conductor who had a heart attack following the accident; but the balance of 
the crew has been dismissed from the service. 

Mr. Pouuior: I know in a case like that that the engineer nue be held 
responsible, but I was in the last car and I saw the work of the brakeman there 
_ and he walked a long way back and I got up to see what was going on and I heard 
men walking around the car and this particular brakeman had put the signals 
in the rear of the train; that is he had placed the fuses. 

Mr. Gorpon: That was after the accident. 

Mr. Povurior: Yes. 

Mr. Gorpon: .Our investigation showed that all the train crew had not fol- 
lowed operating regulations and we take a very serious view of that in connec-. 
tion with any accident. Each member of the crew has to demonstrate that he 
carried out the regulations and if they fail they are considered equally respon- 
sible for the accident. 

Mr. Pourior: So the weight of evidence is against each one of them and 
they have to prove that they are above reproach individually. 

Mr. Gorpon: That is correct. 

Mr. Grorce: They are considered guilty before they are heard? | 

Mr. Gorpon: No, that is not so. There is a very careful procedure followed 
in order to insure absolute fairness in respect to those investigations. The men 
are called before an investigating committee and each man is entitled to bring 
with him anyone he chooses. He is examined and asked to make a voluntary 
statement as to what took place. He tells his story before any accusations are 
made against him, and on the basis of his own story, judgment is formed as to 
whether or not he: obeyed the rules. Furthermore, each one of those accident 
reports is subjected to a review by union officials, and each man who has been 
dealt with can ask for a rehearing. There is a very rigid system worked out to 
insure absolute fair play. 

Mr. GeorceE: Is it possible to run a train according to the Ceuta as laid 
down and keep up time schedules. 

Mr. Gorpon: Yes, indeed; the time schedules have the regulations in view 
when they are drawn up. 

Mr. Pouuiot: Does each man get a copy of this statement? 

Mr. Gorpon: That is right, and he signs it, and a copy of the whole evidence 
is given to the chairman of the local brotherhood. The individual himself signs 
the statement, and he is asked before he signs it whether it is a fair statement. 

Mr. Poutior: But he cannot see the statements made by others? 

Mr. Dincte: He can through representatives. 

Mr. Poutior: Through his local chairman. 


Mr. Gorpon: That is correct, but not before he himself has been examined; 
after that he may see the whole thing. 


Mr, James: What precaution does the company actually take regarding 
health inspections and that kind of thing to make sure of preventing as much as 
possible anybody having a heart attack. 


Mr. Gorpon: We have a regular medical examination of operating employees. 
Every man in the operating trades has to undergo an examination twice a year. 
In fact, we have medical cars especially equipped to make these examinations 
travelling throughout. the system, and they are constantly on the road. Each 
man is required to submit himself to tests in respect of his duties in any part of” 
the operating trades. 


Mr. Grorcr: Were those trainmen hauled out of service or dismissed? 
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Mr. Gorpon: They were dismissed from the service. 

Mr. Fotuweui: With regard to centralized traffic control, how many miles 
of main line are now under centralized traffic control or automatic block, and 
what projects are planned for automatic block and centralized traffic control for 
-the balance of the main lines? | 

Mr. Dincue: We have at the present time centralized traffic control between 
Moncton and Windsor Junction, also between Drummondville and Charny. We 
have a project to instal centralized traffic control on our Oba sub-division 
between Foleyet and Hornepayne. Our entire main line from Montreal to 
Chicago is equipped with automatic block signals. We have made two installations 
in the mountains, one west of Kamloops and one east, and we have another one 
under consideration at the moment. 

Mr. Fuuton: Where is that? 

Mr. Dineve: Between Jasper and Red Pass Junction. : 

Mr. Povuuiot: Coming back to the work of the conductors on the Scotian 
and the Ocean Limited leaving Montreal, they have a hard job, and for a time 
nobody could go to bed on the train before passing Drummondville or even further 
east. I brought this matter to the attention of the late Mr. Walton and he saw to 
it that the tickets were taken up before the departure of the train so as to give a 
chance to the conductors to do their work. I want to draw your attention to this. 
I know the conductor who was in charge of the eastbound train. He was about 
to get his pension, and would have got it because he was qualified for his pension. 
This particular trip was one of his last trips. That man had a lot of work to do 
on the train collecting tickets in the coaches, first class cars and the sleeping cars. 
The berths were not made up in the car at the time of the collision that occurred 
east of Drummondville. It was precisely on account of the fact that the conductor 
could not get on with his duties, he was so busy collecting tickets, and he could 
not do everything. Besides that I have to complain about some brotherhoods that 
are unfair. I took up the case of a conductor some time ago and the matter was 
fixed up by Mr. Walton himself. I must say here that I regretted the passing 
of Mr. Walton; his passing was a big loss to the railways, and a big loss to his 
friends. He was an earnest man who did very well and I wish Mr. Dingle to 
follow in his footsteps. I had the greatest and most sincere admiration for Mr. 
Walton. He redressed a wrong in that particular case. The case I refer to was 
an accident, a derailment, that occurred about two years ago in the winter time 
east of Riviere du Loup. The locomotive engineer seemed to have fainted at about 
the time of the collision—afterwards they found him dead.. Probably he had 
fainted before the collision but he applied the brakes before fainting. The 
conductor was sure that the brakes were being applied before meeting the other 
_train. It was afterwards thought that he had every reason to believe that the 
meeting of the trains would be normal. The conductor is in charge of the train but 
the brakes are necessarily applied by the engineer who, after he applied the 
brakes, fainted. The engineer may not have died before the collision but they 
- found him dead afterwards. The union did nothing for the conductor. I had to 
take his case up with Mr. Lomas, Mr. Dingle, and Mr. Walton. I feel very 
much against the unions because I have had to do their work many times. I even 
had to go down to Moncton and St. John because these people do nothing but 
stand around with their big cigars and their gold chains. 

Mr. Giuuis: Getting back to this matter of traffic control, I think that Mr. 
Gordon’s statement was very reasonable when he said that the equipment was 
no safer than the people who handle it. Things do happen, even on these main 
lines with everything solidly protected. That makes me wonder whether the 
system has tended to make the men operating the trains careless and to depend too 
much on the system and not enough on their own judgment? What precautions 
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are taken by the railway officials when a train is going out to see that at least 
the engineer and the fireman are in condition to take the train out and haul it to 
its destination? I am not particularly concerned about the porter and the 
conductor as they are inside but with respect to the two men in the engine I would 
ask whether they are inspected to see that they have not been out on a party 
before taking over their duties? | 7 

Mr. Gorpon: Perhaps I should make a general comment and then I will ask 
Mr. Dingle to tell you what takes place before the train crew takes charge of 
the train. I will say that I regret just as much as anyone that these accidents 
do happen. I have been very upset by them and I haye spent a good deal of 
time inquiring into them and trying to find out what takes place. However, we 
must not overstate. the case because in point of fact, as nearly as I can find out, 
the operations of the Canadian National System compared with other railways 
are as safe as those carried on anywhere in the world. I think our accident 
record is good—if an accident record is ever good—and accidents on the system 
have not been increasing, but rather they have been declining. However, every 
now and then you have a spectacular wreck that stirs up all the doubts you 
have expressed here. Now Mr. Dingle will tell you just what takes place before . 
a crew takes out a train. 

Mr. Dineun: In the case of the engineer he books on at the roundhouse— 
he signs a book or form. Once he signs on for a trip he signifies that he is in 
proper shape to take his train out. In addition to this, the roundhouse staff see 
the man and, in the final analysis, before the train actually leaves the station, 
the conductor and the engineer compare orders. In that way there is a further 
check. Going along a little further there is the matter of rule instruction. We 
have rule cars constantly going over the line. Classes are set up at various 
terminals and these are bulletined to all the running trades who are requested 
to attend same for the purpose of refreshing and keeping up to date in the rules. 
[ do not know just what more could be given on the subject; perhaps there are 
further questions? ' 

Mr. Giuuis: That is about all you can do provided you can rely upon the 
people actually taking. the train out. 

Mr. Gorpon: There is one other thing that is important in regard to acci- 
dents which are demonstratively the fault of train crews who have disobeyed 
safety regulations. The discipline is strict. It is one thing upon which we insist 
and it is one thing in which the unions have supported us. We are not challenged 
in.our judgment with respect to disciplinary measures in regard to accidents. 
I have had quite a question mark in my mind many times as to whether the 
responsible officials had demonstrated to my satisfaction that while discipline 
was strict it was absolutely necessary as far as the operation of the train was 
concerned. I believe that knowledge throughout the system of the strictness of 
the discipline is a very useful thing in the matter of keeping the men on their 
toes. 

The CHarrMAN: Are there any further questions? 

Mr. Futton: There is another question which I have and I wonder whether 
Mr, Dingle can give me the answer? It concerns the running through three sub- 
divisions instead of two. The question was whether when they had to run 
through three sub-divisions the runs were not too long—the men became tired 
and the practice was prejudical to safety? 

Mr. Dineue: I contacted Winnipeg last night but I have not received a 
full report as yet. I think I will be able to file it after lunch. 

Mr. Fraser: I wonder, with respect to this check on health, if eye tests for 
colour blindness are taken. 
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Mr. Gorpon: Yes, sir, there is a regular routine of medical inspection 
covering all the points you would expect to be covered. In fact I examined a | 
medical car a few days ago—Thursday, in fact—in Montreal. I went through 
the medical car with our chief medical officer and inspected the routine that was. 
followed. I do not know much about medicine but it is, as I saw it, a very 
comprehensive system of testing. 

Mr. Fraser: You might have a check every six months, but anyone who 
wears glasses and who is doing a lot of checking on different things will find that 
although today his eyesight.is good tomorrow it is not so good. I wonder whether 
six months is not too long a period and should they be checked every three 
months with'respect to eyes and health? | 

Mr. Gorpon: I would not profess to pass professional judgment but our 
doctors feel that six month is a reasonable leneth of time. It is more or less 
the standard interval followed throughout the North American continent. I do 
not think unless it was the case of disease that condition of the eyes would — 
deteriorate in six months. | 

Mr. Fraser: Well, I am not a medical man, but I would think that in the 
case of the engineer and the fireman that it might be something to think about. 

Mr. Gorpon: In the accidents we have investigated it has not been shown 
the deterioration of eyes has been a factor. 

Mr. Fraser: I have another question on this matter of traffic control, 
engines, and trains. I wonder whether anything has been done about the sug- 
gestion I made to the Minister some time ago with regard to luminous strips 
running along the side of the cars. On passenger cars they place the strips every 
seven or eight feet. A person coming along the highway in a rainstorm does 
not then smash into a freight car that has been stalled for a few minutes. We 
have had accidents around Peterboro and there have been accidents in Toronto 
and in other places. The poor fellow in the car has very seldom a chance to 
obtain damages from the C.N.R. or from anyone else. 

Hon. Mr. Curvrier: I think that on that subject the railways must be guided 
by the regulations of the Board of Transport. Commissioners. The Board of 
Transport Commissioners have to determine whether those regulations should 
be put into effect. I do not know whether I mentioned it when the matter was 
raised in the House but thus far the Board of Transport Commissioners have 
not seen fit to approve of luminous strips. I do not mean by that statement 
that consideration should not ‘be given to it but the board is frequently faced 
with all sorts of suggestions. Some of them are good and some are not so good. 
From time to time the brotherhoods and other groups make representations 
to the board. I think I undertook to bring the matter to the attention of the 
board when you brought it up. | | 

Mr. Fraser: I understand that there are one or two railways in the United 
States that are using luminous strips and they have a better record in regard 
to accidents than those companies who do not use the strips. The cost per car 
is very small. 

- The CuairMAN: May we refer back now to finances. Mr. Adamson, I asked 
that the item stand because you had a question, and you were not here when 
we reached the item. . 

Mr. Apamson: Thank you very much. The question I wanted to ask about 
finances refers to the item showing the floating of two comparatively long term 
bond issues. One is for $35,000,000 and one is for $70,000,000, and on page 29 
you have the equipment trust issue. I would like some statement as to the 
different methods of raising money. This was a refunding of old higher interest 
securities. Is it the policy of the railway to go to the public or were these sold 
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to the federal government? What is the method you take of financing these 
long term securities, and what is the method you take for financing the equipment 
trust issue? ASN | ‘ 

Mr. Gorvon: The first issue you mention—the $70,000,000 is an issue we 
sold to the public. That was done by exercising the call provision that existed 
in respect of the higher interest—5 per cent. Qn a certain day under the contract 
we had the right to call those bonds in and we exercised that right and sold an 
issue of the bonds to the public, with the guarantee of the dominion government, 
to raise funds to redeem the called bonds. It was just a normal market operation. © 
We asked certain syndicates of bond dealers to make tenders to us for the issue. | 
Through the bond dealers bonds are sold to the public—the lowest dealer’s tender 
being accepted. 

Jn connection with the equipment trust those are securities which are of a 
different type in regard to maturity. They are much shorter term securities and 
they have specific hypothecation of certain pieces of equipment against the bond. 
That bond does not have the guarantee of the dominion government and it is 
sold on its own credit risk with the collateral security of the equipment. Usually 
those bonds are bought by a select market of banks and insurance companies. 
Technically they could be sold to the public but practically they are not, because 
the public is not interested in that type of thing. : 

Mr. Apamson: What is the length of that trust? 

Mr. Gorpon: That is dealt with on page 29. The last one we sold was 
a ten year issue and they are also serial issues. They do not all mature on 
one date but they start in maturing year by year and, as they mature, they are 
paid off and the relevant security is released from hypothecation. 

Mr. Apamson: I am just interested in the method of refunding them. If you 
issue an equipment trust issue as against a new diesel locomotive— 

Mr. Gorpon: Yes. | | 3 

Mr. Apamson: That diesel or locomotive belongs to the Guaranty Trust 
Company. | 3 

Mr. Gorpon: Or whatever trust company it is. | 

As the bonds mature, certain numbers of them mature year by year, and 
interest on a particular obligation is paid, it is done in the regular way. They. 
mature at six-month intervals and interest is payable every six months. 

Mr. ApAMSON: Well then as the capital amount becomes payable on these 
bonds, where does that come from? I mean, the road is obviously running at a 
deficit. That goes into interest accrued? . : | 

Mr. Gorpon: I think I see your point now. I was missing it. Your point is 
that as each serial issue matures how do we pay it off? 2 

Mr. ADAMSON: Yes. 

Mr. Gorpon: We pay it off out of borrowings from the government in one 
case, or it may be from part of an issue which we float at that time, let us say 
an issue for a long term at a fixed price, depending on what our situation is at 
that time. 

Mr. ADAMSON: Yes. 

Mr. Gorpon: Theoretically—and I put this as purely theoretical at the 
moment—if we had enough earnings we might pay some of these issues off in 
cash. 


Mr. ApaAmson: That would be the normal way of doing it, would it not? 
Mr. Gorpon: Yes. 


_ Mr. Apamson: There is another point there in which I am interested, and 
it is this: you have an equipment trust issue with respect to a particular piece. 
or class of rolling stock and that is issued for a term of years, and when the time 
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comes for paying off that trust issue the rolling stock has depreciated very con- 
siderably; now, would it be depreciated to such a degree that it would no longer 
be good enough as rolling stock to be hypothecated against another bond issue 
at that time? eo 

Mr. Gorpon: You mean that particular rolling stock? 

Mr. ADAMSON: Yes. 

Mr. Gorpon: Mr. Cooper has just called my attention to the fact that we - 
have set up also a reserve of depreciation and this is becoming available as a 
source from which to pay off or retire these equipment trust issues. 

‘Mr. Apamson: Then as to the cost of the equipment trust method of finan- 
cing, I see by rough calculation that it appears to be from one-half to three- 
quarters of one per cent cheaper than financing through the issue of normal - 
long-term bonds. 

Mr. Gorpon: Well, it depends on how you are borrowing at the particular 
time. 

Mr. Apamson: Yes, but I see here these are at 2, 24 and so on while your 
bond issues are around 3 or up. 

Mr. Gorpon: Yes, but there is a different term, a much longer term on 
the bonds. I do not think there is a very great variation between the rate on 
the equipment trust issues and the rate on long-term bonds in the final analysis. 
I see what you mean, but the equipment trust issues are usually for a much 
shorter term than the bonds. . 

Mr. Apamson: What I am driving at is which is the more advantageous - 
method of borrowing, the equipment trust method or the long-term financing. I 
just wanted to know which method of financing was in the best interests of the 
road. 

Mr. Povuior: Just glancing at the first page there, I see the January issue 
was floated at a lower rate than the September issue. I mean the percentage 
figures on the January issue apparently were lower than what was paid for. 
the September issue. I would like to know how much, in terms of dollars, was 
paid to the brokers for the January issue as compared to the September issue. 
Just glancing at the figures here it would appear to have been substantially more. 

Mr. Gorpon: I haven’t got that figure at the moment, Mr. Pouliot, but I 
can tell you that generally speaking the price we obtained for our last January 
issue was about the same as in the previous year. These prices are a matter of 
market conditions. The way we float an issue, as I said a moment ago, is to 
send out an invitation to bond-dealers to tender on specific issues and the lowest 
tenderer gets the bid, that would depend on market conditions at the time. 

Mr. Pouxror: That is not my question, Mr. Gordon; the first issue was sold 
at a cost to the company of 3-075 per cent. 

Mr. Gorpon: Yes. 

Mr. Poutior: And the second issue was at 2-78, at a cost to the company of 
2-96 per cent. 

Mr. Gorpon: Yes, I see your point. 

Mr. Povurjior: What I mean is the difference between the 3 per cent and the 
3°075 per cent is less than the 2-78 per cent and the 2-96 per cent. 


Mr. Gorpon: Yes, but you will observe, Mr. Pouliot, that the two issues are 
not the same. The first issue is a 3 per cent issue with a term of 17 years and the 
second issue at 2-78 for a term of 20 years. The difference in price is represented 
by the difference in the term; in other words, one gets a better tender on a 17-year 
bond than one does on a 20-year bond. 


Mr. Powuutot: Yes. 
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Mr. Gorpon: And when it comes to marketing, of course you try to adjust 
yourself to what the market wants; and at this particular time we were able to 
work out a deal which gave us so much for 17-year bonds; and that has a bearing 
on our maturity situation as well. Roughly speaking, the price you get on your 
issues is directly related to the term involved. 

The CrarrMan: That is true, Mr. Gordon, but Mr. Pouliot’s question appar- 
ently anticipates that the broker receives the difference between the 3 per cent 
and the 3-075, the cost to the company. Does the broker always get that? 

Mr. Povuusor: I asked you that because I wanted to know how much the 
company paid to the broker. I have asked it before but I could not get an answer 
to my statement, and I wanted to know if the rates were uniform, and whether 
some brokers were receiving more than others. 

Mr. Gorvon: Well, I don’t know— 

Mr. Povutsor: I might say that I am always suspicious about matters of 
finance and when something cannot be told about financing operations I always 
- like to find out the reason why it cannot be told. | . 

Mr. Gorvon: If you would like my personal opinion, on that, Mr. Pouliot, 
I may tell you that I think we made a good bargain. 

Mr. Poutsor: If you say that I believe you. 

Mr. Gorpon: Thank you. 

Mr. ApAMson: There is just one more question I would like to ask about this 
equipment trust. Are all your equipment trust issues financed in Canada, or are » 
some of them outside? 

Mr. Gorvon: At the moment they are all in Canada. 

Mr. Apamson: Does that include all the equipment trust issues for the 
Grand Trunk Pacific? 

Mr. Gorvon: I do not recollect that we have any equipment on the United 
States line companies bought with equipment trust funds. All this equipment 
trust issue statement relates to Canadian equipment and has been obtained 
through Canadian issues. . 

The CuatrmMan: Are there any further questions? I have one in regard to 
depreciation: Is a sufficient rate of depreciation provided for out of current 
revenues to retire the capital liability during the useful lifetime of the assets? 

-\ Mr. Cooper: Yes sir, definitely. 

The CuatrmMan: Right, that is all I want. 

Mr. Povctior: I wonder if Mr. Dingle could tell me whether any provision 
has been made in the estimates this year for the construction of the station about 
which Mr. Walton gave me assurance when he was before the committee last 
year? 

The Cuarrman: Might I suggest, Mr. Pouliot, that you defer that question 
until we reach the related section in this statement? ; 

Mr. Povtior: I wanted to know if it was under consideration. 

Mr. Gorpon: If it is in the budget we can give you the information at that 
time. . . 

Mr. Hartrtetp: I wonder if Mr. Gordon could give us some information about 
the land which used to be occupied by the old southwestern station in Montreal? 

Mr. Gorpvon: The situation there is that we have been talking over an 
arrangement whereby certain land that we own is being exchanged for certain 
land adjoining which is now owned by the city of Montreal. The old station 
will be removed and our new building will go up west of that point. | 

Mr. Harrietp: What about the land? 


s 
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3 Mr. Gorpon: I haven’t got the details on that before me. Mr. Cooper tells 
me that it was through an arrangement with the city whereby we are turning over 
to them certain land, or property, and they are exchanging property of equal 

value with us. : : 3 

Mr. Hatristp: How much are you getting for it? 


Mr. Gorpon: There are quite a few deals of that kind involved in the 
construction of our new terminal facilities there at Montreal. 

Mr. Hartrietp: Are there any freight sheds on it? 

Mr. Gorpon: Not at that particular point, south of it. 

Mr. Hatrteip: That is very nice. 

Mr. Gorpon: I am informed that in connection with the whole terminal 
development’ there, there are six exchanges with the city that have been worked 
out as part of the program. The principle which applies in the development is 
that a committee has been set up for the purpose and we sit down with the repre- 
sentatives from the city and the real estate board and study matters very 
carefully. So far there have been six exchanges of land worked out, and I may 
tell you that it is quite an operation. i 


Mr. Hatrieup: I suppose it costs millions of dollars to get a central station 
in a city like Montreal. How much is it going to cost you to get a station in 
Ottawa out of the city? ; 

Mr. Gorpon: I think that is something the Dominion government will have 
to answer. It will be a big program. 

The CuairMan: Are there any further questions on this section? 

_ Mr. Apamson: Yes, Mr. Chairman, under Other Construction. Projects. 
What I wanted to ask Mr. Gordon relates to the Mimico vards. These yards 
happen to be in my constituency and there have been a number of accidents at 
those yards, some of them fatal, and a good many people often wonder why — 
there have not been more. The centres between the tracks are much closer than 
at the Lambton yards of the Canadian Pacific. The yard is not lighted by the 
big floodlights with the result that the men working there at night do not have 
adequate illumination, particularly when they are humping, breaking up trains. 
Then, too, the main line goes right through the centre of the yard, and at that 
place, at Mimico, the through trains are travelling at 60 miles an hour—it is 
some distance from there to the Sunnvside station and they really travel, they 
have not yet reached a point where it is necessary for them to slacken speed and 
they are,really travelling. I would like to find out whether it is the intention 
to widen the yard by buying land from the provincial government, amongst 
others, so that the centres between the tracks can be wiped out. Now, what 
happens is this—and I have experienced it myself—one of the train handlers 
in the yard is on a car; another car passes him; if there is as much as 6 inches 
sticking out from a freight car, say a badly loaded car or for any other reason, 
‘the man is hit; and at night a man cannot see what is coming at him: and the 
only really satisfactory way is to widen the distance between the tracks. And 
another danger is that as the main line passes through there may be an express 
train passing through at high speed and that just means that the train man is 
eoing to be sucked off the train if he happens to be on the track next to the 
main line. | 

Mr. Gorpon: Are you suggesting that the regulations of the Board of Trans- 
port Commissioners are being violated at Mimico? If they are, there are very 
definite regulations in regard to clearance. et eae 

Mr. Apamson: They may not be violated, but unfortunately a man was 
killed in this area simply because of the traeks being too close together. The 
evidence brought out at the inquest and at the subsequent inquiry, I think, 
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recommended that the centers between those tracks rs widened so that this. sort 
of accident. would not happen again. It was also stated that at the Lambton 
vards the distance between the tracks was greater than that at the Mimico yards. 

Mr. Gorpon: I take it what you have in mind is a condition which applied 
but which is now under rearrangement? 

Mr. Apamson: Oh, yes. 

Mr. Gorpon: I wonder if you are not referring to the very conditions that 
we are trying to improve. 

Mr. Apamson: I understood that you were going to do something about those 
yards, and I would lke to urge now that, if possible, you increase the centers 
between the tracks. I feel that is one thing which needs to be investigated. 

Mr. Gorpon: If it is an operating matter, Mr. Dingle would be seized of it. 

Mr. Apamson: And another thing is that the yards are not flood-lighted. So 

I would suggest that in order to improve the safety of those yards, they be flood- 
lighted the same as the Lambton yards of the Canadian Pacific. 
Mr. Dincte: In respect to the question of track centers, you may be assured, 
Mr. Adamson, that the track centers will be in accordance with the standards of 
clearance as set down by the board. And as to the main line, one of the purposes 
of the rearrangement was to get it clear of the switching area. And I may say 
that wherever necessary, flood-lighting will be installed. 

THe CHAIRMAN: Are there any further questions? 

Mr. ADAMSON: Thank you. 

Mr. Morr: In regard to the Prince Rupert dry dock, does the Canadian 
National still have that under their control? 

Mr. Cooper: Yes. We are still operating it and we are hoping the Depart- 
ment of Public Works will take it over on the first of April. 

Mr. Mort: I do not see anything about it in here. 

Mr. Cooprmr: Oh, that is 1950 business. : 

Mr. Fuitron: I wonder if the comptroller can give us the values of the 
properties referred to in Montreal which have been turned over to the city as 
well as the values of the properties being acquired by the Mes eect | from the 
city? 

Mr. Gorpon: That would be a very very big question, Mr. Fulton. We can 
give you an answer, but it would take us some time to provide it because of the 
great mass of detail. 

Mr. Fuuton: I understood you to say there were six exchanges. 

Mr. Gorpon: Yes, but included in each exchange there is a great mass of 
individual properties. We call them exchanges merely to identify them in a 
particular negotiation. I was looking at one the other day and the papers in it 
were that thick (indicating) ; all deeds, leases concerning little bits of property 
which have been under dispute for years. It is really a cleaning up operation 
in itself. 

Mr. Futton: Do you think it would take very long to summarize each 
exchange with respect to its total value? 


Mr. Gorpon: I shall telephone to Montreal and we shall make an effort-and 
see what we can do. 

Mr. McLure: Has the hotel project at the Central Station in Montreal 
been completed or dispensed with? 


Mr. Gorpon: The hotel operation 1 is still a part of the project, but we have 
nothing in this budget which is specifically in connection with it. 


Mr. Harrietp: | think you had better forget about it. 
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Mr. Grorcn: I would like to know if the Canadian National Railways have 
given any consideration towards removing their tracks in the city of Moncton 
in connection with the town planning scheme there? 


Mr. Gorpon: I think Mr. Dingle had better answer you. 


Mr. Dineie: At the moment, it is just in the negotiation stage. The plan 
was suggested by the city. 


Mr. Grorce: Has it reached the active stage yet? 
Mr. Diner: It is being considered. 
Mr. Fraser: What is the total cost of construction of the new freight ter- 


minal at Montreal? 


Mr. Gorpon: You mean the Bonaventure freight terminal? 

Mr. Fraser: Yes. 

Mr. Gorpon: In 1947 the estimate for the building was $4,574,378. So far 
we have spent $1,020,905 up to the end of 1949, and we propose to spend—and this 


will be dealt with in the budget—a total of $1,039,640 during the year 1950. 


Mr. Fraser: And does that include the property as well? 

Mr. Gorpon: Oh, no. That is just the cost of the building and the tracks 
and everything else, but apart from the physical lands. 

Mr. Fraser: Has provision been made in there for a sprinkling system? I 
notice that during the last couple of months we have had $30 million of fires in 
government buildings. 

_ Mr. Gorpon: Well, Mr. Dingle informs me that our plans contemplate an 
entirely fire-proof operation, an entirely fire-proof building. 

Mr. Fraser: That may be, but that would not protect the freight which is 
in the building. What do you plan to do about that? 

Mr. Gorpon: We can get that information for you. We cannot at the 
moment remember whether a sprinkling system is included. 

Mr. Fraser: I understand that here in Ottawa, at the Ordnance Depot, the 
fire marshal suggested there be a sprinkling system installed but it was not 


installed and they had a fire shortly afterwards. 


Mr. Gorpon: We can get the answer for you. 

Mr. Harrretp: Will the fruit terminal be included as well? 

Mr. Gorpon: Not in the freight operation, no. 

Mr. Futton: May I ask about the freight yards at Vi asuven What is the 


— total cost of them to date? I understand you to say that seventy-five per cent 
_ of that work is already completed? 


Mr. Gorpvon: In connection with the Vancouver freight yards, I understand 


- we have spent $160,032 and that we propose to spend this year $65,000. 


Mr. Fuuron: Will that expenditure be for work only or for acquisition of 


_ property? 


Mr. Gorpon: That covers work only, just the building so to speak. I do not 


know whether it includes the property. If we had ee buy property, then it 
_ would be included in those figures. 


Mr. Futton: Are you having to make any Dale alae with the Great 


- Northern Railway there as to the sharing of facilities? 


To . 


Mr. Gorpvon: Not in this connection. 
Mr. Fuuron: Have you any plans in contemplation for buying the line from 


New Westminster to Vancouver? You run over the Great Northern line there. 


Mr. Gorvon: We have nothing in contemplation there at the moment. 
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Mr. Futon: Your station there is right alongside of the Great Northern 
Railway? 

Mr. Gorpon: That is right. ’ 

Mr. Fuuron: I wondered if there was any property deal or sharing deal in 
respect to the yards, or whether they were entirely a Canadian National Railways 
arrangement? 

Mr. Gorpon: The yard extension is entirely Canning National. 

Mr. Mort: I would like to have a little more information about the Prince 
Rupert dry dock. Do I understand you to say that the Public Works Department 
will take it over on the Ist of April? 

Mr. Gorpon: No, in May, was it not? 

Mr. Mort: Is there any guarantee now? I know it has been a very heavy 
expense to the Canadian National. It is somethmg which has never paid, and 
now it is being turned over to the Department: of Public Works. But is there 
any guarantee that the Canadian National Steamships are going to get their 
work done there? 

Mr. Gorpon: The arrangement is that the Department of Public Works will 
take over the ownership of the dry dock, and the Canadian National RAYE 
will continue to operate it as their agent. 

Mr. Morr: The Canadian National Railways will continue to operate it as 
their agent? 

Mr. Gorpon: Yes. In other words, the loss or gain on operations will not 
be for the Canadian National account. 

Mr. Morr: You are going to operate it, but the loss, if any will go to. 
the Public Works Department? 

Mr. Gorpon: Or the profit, if there is one. I always have hopes, you know. 

Mr. Mort: Thank you. . 

Mr. Apamson: Just before we leave that, I have two questions concerning 
the Mimico yards. What is the cost of the proposed improvements, and have 
you got any more property? 

The CHaAirnMAN: May I just interject here that during the last half or three- 
quarters of an hour practically all the questions have been questions which 
should have been asked under the estimates items. And I wonder if under the 
budget items you will not reach the same things. 

Mr. Giuuis: That is exactly what I am waiting for. 

The CuarrMan: So I suggest that it would help the work of’ the committee 
if those budget items be held over so that we might clean up as quickly as we 
can the balance of the items in the report, and then get on with the budget. 

Mr. Apamson: I thought that the Mimico situation was sence stated 
and mentioned in connection with this particular item. 

The Cuairman: I know. 

Mr. Cavers: Dealing with the International Aviation Building i in Montreal, 
may I ask what revenue the Canadian National Railways will derive from the 
erection of that building? : 

Mr. Gorvon: That again is a matter of the budget. But we will answer it. 

The CuHatrman: If it comes under the budget, I think we would make Sieg fi 
better progress if we cleaned up the few remaining items in the report’ and got 
on with the budget items after that. Is “Equipment” carried? 

Mr. Funtton: No. Under the heading of “Montreal Terminal”, it says at the 
very end: | 

“Plans are also being developed for the construction on this site of an 
office building and hotel.” 
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The Cuarrman: That will come under the budget items. 

Mr. Futon: I understood the president to say that those plans are not 
at all definite. | 

Mr. Gorpon: No. You will find in the budget items that they deal with the 
cost of our plans. I should be glad to tell you about them when we come to that 
specific item in the budget. The Montreal terminal is a very big project. 

Mr. Fuuron: I would like to know whether or not the plans to build the 
hotel are final and that the Canadian National is going ahead with that 
intention? — 

Mr. Gorpon: We have no final plans about the actual erection of the hotel. 


- Before doing that, we would have to come to this committee for an item in the 


budget to provide for it. At present we are concerned with the cost of planning, 


_ We would have to take it up with the minister before we could bring it before 


: 


q 


this committee, and then come here with a definite recommendation In regard 
to the erection of this building or hotel. It is part of the project at the moment. 
Mr. Futton: Before you proceed with the building, or even decide on the 
type of building, there would be a recommendation to this committee. But at the 
present time it is a part of the project, and the company desires and intends, if 
authority is given, to go ahead with the project. That is what I am asking? 

Mr. Gorpon: It is a matter which the Canadian National management 
would have to discuss with the government and the government would have 
to make the decision. And then the question of financing it would have to come 


before this committee. 


Hon. Mr. Curvrter: I believe that some two or three years ago this com- 
mittee discussed the project of the Aviation building, the office for the Canadian 
National Railways, and also the hotel, at some length. The government gave its 
approval to the overall project and told the Canadian National Railways to 


_ proceed. After the officers had gone into it carefully, it was agreed that the 


Aviation building would be built immediately, because there was a great need 


for it. The other two projects are being studied. But when the Canadian 


National Railways are ready to proceed with them, I surmise that they will 
submit the matter to the government, and that it would be included, if approved 
by the government, in their budget. 

Mr. Futton: So no final step has yet been taken? 

Hon. Mr. Cueverer: There is certainly no final step yet about the hotel. 


- I would think that the railway officials would first want to know what expendi- 
_ ture would be involved and similar information for the office building, because 


the cost of these two buildings would be much more now than it would have 
been when they were originally proposed. I think what Mr. Gordon had in 


- mind in the budget was that there is an item in there for plans and specifications. 


Mr. Gorpon: And for rearrangement of the tracks, and so forth. But it 


- will be dealt with in the budget. 


Mr. Hatrietp: In respect to this new equipment— 

The CHatrMAN: Does “Montreal Terminal” carry? 

Carried. 

Now, “Equipment.” 

Mr. Hatrretp: On page 12 under the heading of ‘Equipment,’ I notice 
the item of “368 overhead type refrigerator cars.” Just what do you mean 


_ by that? 


q 


Mr. Gorpon: Again, the details of that item appear in the budget. In fact, 
all of those items. What particular item are you referring to? 


Mr. Hatrietp: I refer to page 12. 
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Mr. Gorpon: Yes, but there are two. Are you talking about these overhead 
type refrigerator cars? , : ke 

Mr. HaAtTFiELb: Yes. 

Mr. Gorpon:. Perhaps Mr. Dingle would give an explanation of it. 

Mr. Drincie: Those are what we call the overhead type, where the ice is 
put in throughout the whole length of the car as distinct from the end bunker 
type. 
Mr. Harrretp: How are those cars heated? 

Mr. Dincte: They are heated by underslung heaters. 
Mr. Hatrietp: Thank you. 

The CuairMAN: Does “Equipment” carry? 

Carried. 


Mr. Fraser: May I ask about the flat cars for Newfoundland. Are they 
single gauge? 

Mr. Gorpon: No, narrow gauge. They would have to be narrow gauge or 
they would not run. 

Mr. Fraser: Are you going to widen the tracks in Newfoundland? 

Mr. Gorpon: We have no intention of widening the tracks. 

_ Mr. Fuuron: The equipment on order at the end of the year the delivery 
of which is expected in 1950 would not be reflected in the 1950 budget? This 
would be reflected in the 1950 report? 

Mr. Gorpon: Yes, in the 1950 report; they would not be in 1949 operations 
because we only pay for them on delivery; so you will find in the budget that 
we are estimating how much of this equipment will be delivered in 1950 and 
what the cost will be. 


Mr. Fuuron: Did you not budget for them in 1949? 


Mr. Gorpon: Yes, but they are in the budget under what we call a revote. — 
All the items budgeted for but not spent come in the following year’s budget 
as revotes. Mr. Cooper is reminding me that I am not technically correct about 
equipment which is contracted for under equipment trusts. Would you explain 
that, Mr. Cooper? | 

Mr. Cooper: If equipment, such as this, was included in the 1949 
budget and the financing is to be through an equipment trust issue then we have 
sufficient authority both as to the buying of the equipment and the financing | 
of it. We shall not come back to this committee with respect to that kind of 
carry-over. | 


Mr. Gorvon: I think the issue of the equipment trust itself is shown in 
the budget. 

Mr. Cooper: Not with respect to the equipment which was in the 1949 
budget. As far as the equipment which was authorized in the 1949 budget is 
concerned, we do not have to come back to this committee for further authority. 


The CuarrmMan: The reason being that that authority is a borrowing 
authority and not a spending authority? 

Mr. Cooper: There is a provision in the Canadian National Railways Act 
that when this committee, or Parliament, has approved of twenty-five per cent 
of the cost of new equipment, then the railway company has authority to finance 
the remaining seventy-five per cent by an equipment trust issue. ~ he 

Mr. Fuuron: What I had in mind was this: the last part of the paragraph 
does not forecast or reflect your equipment program. for 1950, this is all 
a carry-over from 1949. | | 


Mr. Cooper: Quite right. 


RAILWAYS AND SHIPPING 7 87 


Mr. cee What improvements are contemplated on the Temiscouata 


Railway? 


The CHAIRMAN: May I clear up the next two. items? 

Mr. Apamson: Is this new equipment, all financed under equipment trust 
issues, or what part of it is? | 

Mr. Cooper: Speaking broadly all our new equipment is financed by equip- 
ment trust issues; (certain items of work equipment and that sort of thing are 
excluded from the trust and dealt with through our ordinary budget). With 
respect to equipment which is to be included in an equipment trust issue, twenty- 
five per cent of the cost is provided through the ordinary financing of our capital 
budget and seventy-five per cent by the issue of trust notes. 

Mr. Apamson: In other words, this committee is responsible for the expendi- 
ture of twenty-five per cent. | 

Mr. Gorpon: Responsible for all of it. 

Mr. Coorger: You are responsible for the authorization of one hundred 
per cent but as to its financing only twenty-five per cent of the cost is in the 
annual financing act. As to the remaining seventy-five per cent, we have 
statutory authority to issue equipment trust notes and we use such authority. 

Mr. ADAMSON: So in this budget we will be coming to in due course, only 
twenty-five per cent— 

Mr. Cooper: The budget will show one hundred per cent. » 

Mr. ADAMSON: Yes. 

Mr. Cooper: But the Canadian National Financing and Guarantee Act 
of 1950 will only include twenty-five per cent, the remaining seventy-five per 
cent being covered by the existing authority. To repeat, the 1950 budget will 
show the full amount, one hundred per cent of the cost of new equipment which 
we are proposing to acquire. — 

Mr. Fuuron: Twenty-five per cent is paid in cash. Does that come out 
of the depreciation fund? 

Mr. Cooper: To some extent, it is a rather involved affair. We have 
additions and betterments; we have new equipment; we have various kinds of 
capital requirements, and it is against the gross requirements we apply the 
funds which we have as a result of depreciation accruals. . While probably 
the depreciation reserves might logically be applied more specifically to new 
equipment, they are not specifically earmarked for that purpose. 


Mr. Morr: I would like to ask a question about these 1000 forty-ton auto- 
mobile cars? Are they specially built cars with equipment in them for stacking 
the automobiles or do they still have to continue at the factories to nue in their 
own equipment built out of wood to hold the frameworks? 


Mr. DincuE: No, they are not equipped with any special device for loadmg. 


Mr. Mort: In the United States they are. Is not one of the complaints in 
this country in. connection with the handling of those cars that the cost is sO 
high? 
Mr. DincuE: We decided to stay away from that goto ber nae for 
the reason that the car, when so equipped, is tied up and not suitable for a 
return load. We get better utilization from our equipment if we do not equip 
these cars with the special device you speak of. 


Mr. McLure: I want to draw to the attention of the president that curing 
the last two or three weeks the farmers and shippers of Prince Edward Island 
have taken a real beating with regard to the shortage of refrigerator cars. Now, 
my complaint against the management of the railway is this: that they did not 


_beforehand look into the conditions and have these cars in readiness for the long 


haul shipments that are of a great benefit to the Canadian National Railways 
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and of greater benefit to the farmers and shippers of Prince Edward Island. 
Now, the information that came through when we asked the question regarding 
the shortage of refrigerator cars,—and I am not blaming the minister at all with 
reference to this; I only blame him for one thing, and that is believing the infor- 
mation he got was correct. I knew it was absolutely wrong, and if he had taken 
my information and forced the Canadian National Railways to get those cars 
at an earlier date, we would not have had this extreme shortage with a resultant 
great loss to shippers. Eiven up to today there is still a shortage of refrigerator 
cars for the shipment of potatoes, and the people down there, the shippers, cannot 
accept orders; they are turning them down. I have a telegram today from 
Toronto in which one man says he had ordered eleven cars, and the shippers 
said: we cannot, deliver or we cannot guarantee to deliver them until we take 
care of our back orders due to the shortage of reefer cars. 


Mr. Gorpon: With your permission I would like to read into the record a 
letter which was sent by the director of transportation of Department of Industry 
and Natural Resources of Prince Edward Island. It is addressed to Mr. J. C. 
Lessard, Deputy Minister of Transport, and I have been furnished with a copy. 
It reads: 

March 10, 1950. 
Mr. J. C. Lessard, 
Deputy Minister of Transport, 
Ottawa, Ontario. 


Dear Mr. Lessard: 


Re Refrigerator Car Situation 


Recently statements have appeared in the press to the effect that the 
refrigerator car situation on Prince Edward Island ‘is the worst for some 
years. 

The real facts are that during the past several months we have 
had the best refrigerator car situation here for some years and I, for one, 
have no hesitation in going on record as stating that the Canadian 
National Railways have done everything in their power to aid us in this 
refrigerator car situation. I feel very strongly that they should be given 
full credit for this and to my personal knowledge the Canadian National 
Railways officials at Charlottetown, at Moncton, and at Montreal, have 
given every attention to this matter and I feel very confident they will 
use all means within their power to, aid our shippers in the months of 
March and April. The captains and crews of the M.V. Abegweit have 
also done a fine job and here I might call to your attention the fact that the 
increased capacity of the Abegweit as compared with the capacity of the 
Prince Edward Island has been a big contributing factor in enabling the 
larger number of cars of potatoes and turnips to be moved this season 
with resultant advantage to farmers here as well as to the consumers in 
other parts of Canada and those in the United States who need our seed 
potatoes on account of their virility and disease free qualities. 

There has been an increase in railway car shipments, to date this 
season as compared with the same date last season, of over 900 cars. 
This is accounted for by an increase of about 300 cars potatoes and 
600 cars turnips. Following are the figures as at this date 1950 compared 
with this date 1949. 1950 is 4761 cars potatoes vs 4420 for 1949 
this date. Turnips 1950, 1534 as against this date 1949, 926. The 
increase in water shipments from P.E.I. ports this season 2891 cars 
as against 1480 cars a year ago. 


Pe 
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_ Admittedly we are going to need a lot of cars for the balance of 
this month and for April—and urgently need them—and it will be 
necessary for the railways to use extra efforts and this I feel they will do. 

I feel very strongly that the Canadian National Railways should 
be given full credit for the fine over-all job they have accomplished up 
to date during the present potato and turnip shipping season, and I have 
absolutely no hesitation in saying so. 

We have our difficulties here, and lots of them, and this letter has 
no bearing on such matters as freight rates, schedules, or other matters 
that we may have referred to in various submissions before the Royal 
Commision on Transportation or the Board of Transport Commissioners, 
or anywhere else. : : 

If you wish to give a copy of this letter to the Canadian National 
officials in Montreal you are at perfect liberty to do so and if so I trust 
that you will tell them that we sincerely hope they may be able to 
keep up the good work as the next six weeks will witness a very large 
volume of shipments. There is a lot of seed to go yet to the United 
States on which there are planting time limits and this is in addition 
to a large volume of table stock to certain parts of the United States 
as well as to Canadian points for human consumption. 

With best wishes and thanking you for the courtesies always received © 
from your good self and from your department, I am 


Very sincerely yours, 


(Sgd.) B. GRAHAM ROGERS, 
Director of Transportation. 


In the light of that statement, Mr. Chairman, I suggest there can be no 
justification for a complaint that the Canadian National Railways system 
has not done all in its power to meet the situation to which Mr. McLure 
refers. Sait vf 

Mr. McLvre: I acknowledge they have done a good deal, but they should — 
have been prepared for this beforehand, and not have left it until the shortage 
existed. 

Mr. Gorpon: As I understand it, Mr. McLure, and I am now speaking 
from history, this is an annual complaint that comes up regularly, and as 
far as I can see from my short time and the evidence I have just submitted, 
whatever complaint may have been justified in the past is not justified under 
current conditions. : 

Mr. McLure: How is it then that there is a shortage there today? 

Mr. Gorpvon: I do not admit any shortage. ae 

Mr. McLure: Well, you have got>to admit it when a man cannot fill 
his orders due to a shortage of cars. 

Mr. Gorpon: You must remember that in handling a bulk movement of 
that kind that comes in a short period, there are transportation difficulties 
that will arise, but as long as you are getting service that will move your 
supplies, potatoes et cetera, in a reasonable time—and competent officials 
advise me that is so—I do not think your complaint is justified. 

Mr. McLure: To show you the shortage is still there-—and while we have 
no objections to New Brunswick getting the benefit of the shortage—of all 
these orders that were coming through to Prince Edward Island, ninety per 
cent of them have had to be reversed, cancelled and shiped from New 
Brunswick. Now, that is all right, but I am just using that to show you, 
Mr. Gordon, that the shortage is there, even today. 
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Mr. Gorpvon: My information is that in point a fact, the loadings are 
taking place just about as fast as the shippers can handle them. 

Mr. McLure: But if those arrangements had been made beforehand, in 
plenty of time, it would have been much better. Now, the official who wrote 
that letter, and it is a very nicely written letter— 

Mr. Gorpon: I may say to you, Mr. McLure, that it is not a coincidence 
that I have the letter with me; I expected to make this reply. 

Mr. McLure: We had it recorded in the House the other day. 

Hon. Mr. Cuevrier: I did not read it all but I read part of it. 

Mr. McLure: I had a copy of it myself. 

Hon. Mr. CHEvrier: What I was going to add was this. The position is that 
there are 1,000 cars more, roughly speaking, available for ea and potatoes 
this year than there were last year. 

Mr. McLure: That is true, but there are more potatoes. 

Hon. Mr. Curveier: Your position last year was that we were doing pretty 
well. 

Mr. McLure: Yes, but this year we had 900 more cars of turnips than last 
year and 1,000 more cars of potatoes. We still want 1,000 cars down thert to 
move what should be moved before the Ist of April. 

Mr. Gorpon: Our operating record shows that we have, day by day, had 
more cars than you are ready to load. Furthermore, and I say this emphatically, 
the service provided to Prince Edward Island has been better than that provided 
anywhere else in the maritimes. 

Mr. McLure: You say there are more cars than— 

Mr. Gorpon: Than you are ready to load. There are more cars than you 
were ready to load during the last three months. Those are operating statistics. 
I have not been down there myself and I have to depend on reports but that 
is what the reports show. 

Mr. McLure: If that were so there would be no shortage? 

Mr. Gorpon: That is exactly what I mean; there is no shortage. 

Mr. Harrieyp: From my own experience I know that there has been a 
shortage from October until now. I just received one telegram complaining 
about it this morning. 

Hon. Mr. Cuervrier: Are you speaking for Prince Edward Island or New 
Brunswick? ; 

Mr. Hatrmup: For New Brunswick. The C.P.R. admit the situation but 
, Say that they have sent more of their reefers to British Columbia and that was 
“done on account of the cold Weaver out there. They have never got the cars 
back. 

Mr. Gorpon: Let me ask you, Mr. McLure, what your loading capacity 
per day is? 

“Mr. McLure: Well, according to the report that came through the honour- 
able the minister a short time ago, we wanted at least fifty cars per day for the 
next forty days to move the crop before the 1st of April. 

Mr. Gorpon: Can you tell me how many cars you load per day? Then I 
will tell you how many cars we have got, but I want you to answer me first. 

Mr. McLure: That is quite easily answered. 

Mr. Gorpon: How many can you load per day? 

Mr. McLure: We can load one hundred. 


Mr. Gorpon: Just let me ask my operating vice president how many cars 
pacre have been available. 
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_ Mr. Divan: I do not have the specific number of cars available each day, 
but it has been well over two hundred in many cases. . 
Mr. McLure: But if you load them all today how many have you got 
tomorrow? 
Mr. Dincure: You do not load them all today. Our experience has been that 
the capacity per day has been about sixty cars. 


Mr. Gorpon: We have had that many in every day. 


Mr. McLure: But those cars go out and you have not got sixty for 
tomorrow. 


Mr. Gorpon: Our experience shows that there are two hundred cars in 
the pool all the time. If you load sixty in a day there are others constantly 
coming in for you to load. There may be spotty cases where it is not so but 
that is definitely the report which my officials give me. In the light of that 
situation I want to take you very seriously and to challenge you very definitely 
on the complaint about which you speak because I do not think it is a fair 
statement with respect to the C.N.R. . 

Mr. McLure: Mention any part of my statement that is not fair? 


Mr. Gorpon: My point is this. I say that we have given you excellent 
service; we have given you an adequate number of cars; and you have not 
demonstrated that there is reasonable justification for your ‘complaint. I suggest 


_ that the evidence I have submitted to the committee is much more factual 


than yours, and carries much 1 more conviction than the general statement which 
you have made. : 


Mr. McLure: It may, coming from you and not from me. 
Mr. Gorvon: Well, I am supporting it with reports here. 
Mr. McLurz: So could I, if I had brought my reports down. 


Mr. Gorpvon: .May we leave it this way? I do not wish to get into a 
debating contest with you but I am genuinely anxious to meet any legitimate 
complaint which you have. If you will supply me with information that will 
show that in any way what I have said to you is not true, then I will personally 
examine the situation and find where the difficulty lies. 


Mr. McLure: I will do likewise. I will go further. If you can bring any 
records which show that I have not facts of the highest order I will apologize. 


Mr. Gorpon: If you are right I will pay for your luncheon in Montreal but 
if I am right you will pay for mine. I have got to get something out of it. 

Mr. McLure: Count yourself booked up to pay for my luncheon. 

The Cuarrman: Having arranged this Montreal appointment may we go on? 


Mr. Harrietp: Has not your road sent more reefers west this year—in 
January, February and March? 


Mr. Diner: There have been a few, and return movement has been slow. 


Mr. Harrietp: The return movement has been slow for one reason. Most 
of these potatoes loaded in Prince Edward Island are going south to South 
Carolina and Georgia. When the car gets down there it is unloaded and when 
it is unloaded there is put in a return load of fruit. It is iced and shipped 
north in moss. Then, when you get the car back it is full of ice and not 
suitable for handling potatoes. It takes four or five days to get the ice out 
of it at your terminal point. Now, if that ice and moss were not in the cars 
you would have a better supply of cars. 

Mr. Gorvon: You would not suggest that we should bring the car back 
empty? 

Mr. Hatrie.p: No, no, no. 
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Mr. Gorpon: What is a practical suggestion to eliminate the condition of 
which you complain? | 

Mr. Hartrietp: You should have a far better idea of where your cars are 
located so that they can be brought back in the best possible condition. If 
the fruit goes to Boston, or New York, or even to Toronto. you should now 
where the car is. 

Mr. Gorpon: We do know where the car is but I am not sure whether 
we have control over the movement of it to that extent. 

Mr. DincLe: We know where every car is every day but we cannot control 
the car when it is in the hands of the American railroads. We ‘have appealed 
to the A.A.R. to speed up the return of our cars and they have taken necessary 
steps to deal with the situation. 

Mr. Hartrtetp: I will say that the railways do not seem to have the com- 
mand of their cars which they used to have. I have had occasion to have a 
car shipped to Dallas, Texas. That is a long haul. I gave notice to the 
railway a week before the shipment and they supplied me with a Canadian 
ear to make the shipment when they had lots of American reefers on hand. 

Mr. Gorpon: Let me tell you this— 

Mr. Hatrietp: Why was that: car sent to Dallas, Texas, when the Lord 
only knew when you would get it back? | 

Mr. Gorpon: This question of interchange of cars is a current and daily 
problem in the railway. We get exactly the same complaint from the American 
railroads in connection with cars loose in Canada. In fact a few years ago it 
became so extreme that efforts had to be made through diplomatic channels 
to get over an embargo which the American controller at that time placed 
on the use of American cars in Canada. It is a constant daily fight and all 
I can say is that I think we have a fair share in the fight and we get a 
reasonable response in connection with cars which we have in the United States. 

Mr. Hatrretp: Again there is a decided shortage of reefer cars in my 
province. 

Mr. Gorpon: I deny that Prince Edward Island is short of reefer cars 
and I continue to deny it. 

The CuHairMAN: In order to resolve this matter it has been moved and 
seconded that Mr. Hatfield be added to this dinner appointment in Montreal. 

Mr. Harrieip: Well, wait a minute, I-want to get through with this. You 
send cars to Prince Edward Island and then you take them away from there 
to other points and, as a result, you then have to send in additional cars and 
you cause a shortage in New Brunswick. 

Mr. Gorpon: May I point out to the committee the fact that Mr. Cooper 

calls to my attention that today we have 4,057 refrigerator cars in our equip- 
ment. That is as of December 31, 1949, but on December 31, 1946, we had 
only 3,198 refrigerator cars. We have added 25 per cent to our equipment 
and therefore the service should certainly be better, despite your nostalgic 
memories in regard to previous days, Mr. Hatfield. 

Mr. McLure: But you must also remember we have 50 per cent more 
potatoes to ship and 100 per cent more turnips to ship than we previously had. 
You cannot ship them in the same quantity of cars that you had ten years ago. 

Hon. Mr. Curvripr: But you have 1,000 more cars than you had even 
three years ago. 

Mr. Fraser: Mr. Hatfield brought out the fact that the company used a 
Canadian reefer car when there was an American reefer car available. 

Mr. Gorpon: That is one statement which I am not going to dispute until 
I have the facts but I am personally satisfied, from similar statements I have 
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examined, that there must have been some good reason. I do not know what 
the reason was but there must have been a reason. I am firmly convinced that 
the operating officials of this system do operate with common sense and when I 
hear a statement that does not make sense then, like Mr. Pouliot, I am suspicious. 

Mr. Fraser: I have never yet found Mr. Hatfield to be wrong in a 
statement. 

The CHarirMaNn: Are there any further questions on the matter of 
equipment? | 

_Mr. Apamson: Yes, I would like to ask a question Just as soon as the 
refrigerator car matter has been resolved. . 

The CHairman: Go ahead, please. 


Mr. Apamson: I want to ask Mr. Gordon whether he has any figures on 
the improvement in operating costs of new equipment as against old equipment? 
In other words, does the new modern box car operate more efficiently, or have 
you any yardstick for measurement? | 


Mr. Gorpon: Yes, we have figures from our research and development 
department although I do not know that they are available here. You see, under 
our system of operation, this is what takes place. When the operating depart- 
ment asks for equipment they have to support the reason for it with various 
statistics in regard to operations. Our research and development department 
also operates. through the budget committee which we set up and their Job is to 
examine the economics of the proposed new equipment. Unless they are satisfied 
that the new equipment will effect an operating economy, on their method of 
comparison—and they have very detailed ways of making comparisons, the 
item is challenged. I shall try to supply you with some information; I am not 
sure that we can demonstrate in every case the percentage of improved efficiency 
in respect of new equipment versus old. | 


Mr. ANDERSON: This committee is being asked to vote a very considerable 
sum of money for the operation of the railway. Now I think it is a very pertinent 
fact that we should find out how this new equipment increases efficiency so that 
the committee may decide how much more new equipment would be desirable, 
and how much more capital expenditure would be desirable now to improve or 
increase the over-all efficiency of the service. I am basing my remarks on a 
statement made by the American Association of Railways, the A.A.R., and 
particularly by the Chesapeake and Ohio Railway, the officials of which went 
into the thing in some detail. I think the statement made by the head of that road 
was, “we cannot afford not to modernize’; and I think it would be very 
pertinent information to have. You take a simple matter, one which is advertized 
quite generally, the use of ball bearings on ordinary box cars; would that 
increase efficiency in operation to the extent the Timken Company claims it 
does? Could they carry as heavy freight in the wintertime as they do at other 
seasons of the year? I think we should have information of that sort so we can 
form a judgment as to whether it is desirable to increase our capital expenditures, 
to go ahead with an even more elaborate scheme of modernization than you 
contemplate now, from the point of view of making economies in operation; if 
economies will be substantial and operation efficiency is to be improved in that 
way rather than continuing to use the old equipment. I am just wondering 
whether any of your officials could give us some ideas on that. 


Mr. Gorpon: It seems to me that what you are asking for would keep this 
committee in operation for months. As a matter of fact, I suggest you move 
right into our offices in Montreal and stay there if you want to get the complete 
answer. I do agree with you, however, that it might be possible for us to bring 
in information as to improvements and economies which may be expected 
through the use of new types of equipment. But after all, that is essentially a 
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question of management, and I think you may reasonably conclude that the 
officials of the railway are exercising good managerial sense in their purchases; 
and that they will, asa matter of good managerial sense, keep the importance 
of such matters constantly before them. | 

Mr. ApamMson: Yes. | 

Mr. Gorpon: That is a continual operation, but that is management to 
which you are referring. 

Mr. Apamson: I have seen figures published, not only in the annual state- 
ments of the American railways but in advertisements by American railways, 
of just this sort of information; and it seemed to me that if it could be done 
there it could be done here. There is just one other thing on which I would 
like some information. .I think you have the figures on the percentage of rolling 
stock, particularly of freight handling stock, which is 5 years, 10 years, 15 years, 
or 20 or 25 years old, or even over that. I think you have those figures. 

Mr. Gorpon: We could give you that in just a moment. 

The Cuamrman: I wonder if it would speed up the work of the committee 
if that were to be supplied later. 

Mr. Murcu: I wonder if I may ask this question: Do I understand from 
this report. that the road does not anticipate in 1950 the addition of any tank 
cars? I notice that— 

Mr. Gorvon: That, again, is a budget item. 

The CuarrmMan: That is a budget item, Mr. Mutch. 

Mr. Murcu: I just noticed it on this page. 

The CuHatrMan: But you see that will come up for discussion again when 
we are on the budget items. 

Mr. Murcnu: OK. 

Mr. Povuior: I have a simple question to ask: What is the difference in 
weight between one of the old box cars and a modern freight car? 

Mr. Gorpon: It depends on what you mean by a modern freight car. 

Mr. Pouuior: Let us say a metal freight car as compared with one of the 
old box cars. | 
Mr. Drnctp: They are very closely comparable, Mr. Pouliot. 

Mr. Gorvon: The old wooden box car? 

_. Mr. Dineie: They are about the same, taking into account the difference 
In size. 

Mr. Povuior: You say they are about the same in the matter of cost of 
hauling? 

Mr. Gorpon: In hauling? 

Mr. Pountor: Yes. 

Mr. Gorvon: I understand they provide better and more efficient operation. 

Mr. Poutsor: I know, but I wanted to get the cost of hauling. 

Mr. Gorpon: The modern box car is a much more efficient vehicle than 
the old box car; it is easier to haul. For instance, there have been improvements 
in regard to trucks and things of that kind. 


Mr. Tuomas: I want to ask a question about tank cars. Is it a practice 
of the oil companies themselves to furnish oil tank cars which they use? 
Mr. Gorpvon: Yes, that is right, the oil companies get them on a rental 
basis and provide the cars to us. They furnish their own cars. 


Mr. Fouuwewu: I have one other question about equipment. I notice here 
with regard to locomotives that you expect in 1950 so many diesel, engines, 
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including three electric locomotives; as a matter of policy are we to take it that 
the management of the Canadian National Railways a are not going to purchase 
any more steam locomotives? 


Mr. Gorvon: I made a statement on that yesterday and I think the point 
is very well covered. The amount that we propose to spend and the actual 
number of diesels and so on will be in the budget. Perhaps there is one item 
to which I should refer. Take the tank cars shown in that statement, those- 
are tank cars which we are purchasing for our own service, for servicing our own 
requirements. 

Mr. Carter: Would it be possible to table a statement of the new equipment, 
or all the equipment which is supposed to be delivered to Newfoundland? 


Mr. Gorpon: It will be in the budget in detail. 


Hon. Mr. Curvrier: You will get a copy of the budget after we pass this 
report. 


‘Mr. Pouuior: Mr. Chairman, would it be possible for the management to 
supply diesel locomotives for switching use in yards generally? There are 
many small places which are very much annoyed and inconvenienced by what 
we know as the smoke nuisance and the use of diesel switchers would overcome 
that difficulty. Is it the intention of the road to make such equipment generally 
available? 

Mr. Gorpon: That is a part of the hit dieselization program. We have 
been sending a number of diesel switchers to the various yards. We are 
increasing their use as rapidly as we can. 

Mr. Povuuior: It is part of your program? | 

_ Mr. Gorpon: It is a part of our program to add a certain number each year, 
yes. | 

Mr. Pouuior: I would be very pleased if we could have one at Riviere du 
Loup in the near future. 

Mr. Gorpon: I will make a note of that, Mr. Pouliot. 

Mr. McLuvrse: I understand it is the policy of the Canadian National to 
dieselize the Prince Edward Island Railway? 

Mr. Gorpon: It has ‘been done, hasn’t it? 

Mr. McLure: Well, there was a shipment down there of twenty diesels last 
year but eighteen of them were returned because they were no good. I was 
wondering if they are to be replaced. 


Mr. Gorpon: Our program was a little delayed because our first set of diesels 
were unsatisfactory, but I thought they had been replaced. Is that going to 
be completed this year, Mr. Dingle? 

Mr. DineueE: Yes, it is under way now. 

Mr. Tuomas: Are these diesels made in Canada? 

Mr. Gorpon: No. 

Mr. Tuomas: The engines too? 

Mr. Gorpon: Well now, wait a minute; which ones are you referring to? 

Mr. Tuomas: The switchers are all Canadian, but how about the main line? 

Mr. Gorpon: Again, that is a matter which will be found in the budget items. 

The CHairMAN: Carried. 
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Newfoundland Railway— : 

Mr. Carter: Before you leave i item I have a list of questions here. 

The Cuatrman: Are they questions which could be put on budget items? 

Mr. Carter: I should like to make my statement. I am the only Newfound- 
land member on this committee and at the rate we are going it may be tomorrow 
or some time after that before the budget items come before the committee and 
it may not be possible then for me to ask what I want to. 

The CuarrMan: I think it will be a convenience to all members of the com- 


mittee if we allow these items to pass and then take up the matters to which you 
refer when we come to the budget items. 


Temiscouata Rauway— 


Mr. Futron: Mr. Chairman, if a member has a question to ask about the 
Newfoundland railways I think he should have an opportunity to ask it. 


The Cuatrman: I thought we had gone into that rather thoroughly yesterday. 


Mr. Fuuton: I was going to suggest that we might hear the questions before 
_ the item is carried. 


The CuarrmMan: I am not closing off discussion for a minute. I am “just 
suggesting an orderly procedure, subject to the wishes of the committee. Unless. 
we hurry along we will not be able to reach the budget items by this afternoon. 
I understand that these are items which will come up for Sees when we 
have the budget before us. 


Mr. Mort: But suppose they are not in the budget? 

Hon. Mr. Cuevrier: Let us agree right now that if they are not in the budget 
we will deal with them. That was my suggestion when Mr. Mutch brought the 
matter up yesterday; that we would go along in an orderly fashion, and if there 
was anything any member wanted to discuss which was not covered in the budget 
items we would take it up as a miscellaneous item at the end. There is no inten- 
tion of cutting off any discussion here. . 

Mr. Morr: But he may have something he wants to ee up which will not 
be in the budget. 


Mr. Carrer: I should like to say I consider it will not take any lenges to 
answer these questions now than it would take if I asked them on the budget, 
and I intend to ask them. 


Mr. Fraser: Why not take them now? 


Mr. Carter: Another thing. Arising out of the reply to these questions I 
may require to ask some supplementary questions on budget items. 


The Cuamman: It would be hardly fair to the other members whom I asked 
to stand down and wait till the proper item of the budget was before us. 


Mr. Pouttor: No one objects. 

The CHAIRMAN: Go ahead. 

Mr. Carter: I have a lot of questions. 
The CuarrMan: All right, let’s hear them. 


Mr. Carter: I would like to start with a supplementary ieleason arising out 
of an answer to a question I put yesterday. The revenues from rail services were 
given as $5,869,000, would it be possible to show how much of this was due to 
passenger rates? 
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Baek: Mr. Gorpon: You asked a question yesterday about the revenue and operat- 
ing ae with regard to rail service in Newfoundland. I have the answer to 
_ that here: | 


“Sessional Committee on Railways, owned operated and controlled 
by the government. ae 


Question by: Mr. C. W. Carter 


Newfoundland Railway services—nine months ending 
December 31, 1949. 


Other Net 
e, Revenues °: _ Hepenses Oharges Loss* 
Breall CT VICE | Fe oe Po cka wan $5 869 683 $ 7 437 676 $79 323 $1 647 316* 
BEEIXOUEGS Wyte eine ibis re eek. 274 798 166 854 553 107 391 
mivelegraph | 0.3. us HURRY eal een 215 632 745 923 4 235 234 526* 
BPO ECATIENIDR <click. tdi ore ee. 1 096 382 1 990 073 13 068 906 759* 


Total $7 756 495 $10 340 526 $97 179 $2 681 210* 


*Figures in red.” 


Mr. Carter: It is arising out of that information that I ask this question. 
Mr. Gorpon: You want a breakdown showing railway revenue from passenger 
service as separate from freight and other items? 
| Mr. Carter: Yes. 

Mr. Gorpon: We can get that for you. 
: Mr. Carrer: Then I should like to have, if possible, a breakdown under 
steamship operation showing the details—I understand steamship operation shows 
a deficit of nearly a million dollars, $900,000 odd? 
i ~=60s Mr. Gorpon: Yes. ) 
4 Mr. Carrer: Is it possible to show the amount with regard to each different 
ship, and to show which ones paid for themselves and which did not? 
. Mr. Gorpon: Each of the boats, you mean? 
/ Mr. Carrer: Yes. 
4 Mr. Gorpon: We could give you that. We would have to send to our 
Newfoundland division to get the figures. I would hope I could get it this 
week; but if that is satisfactory to you I will undertake to supply the floures 
to you in due course. 
4 Mr. Carrer: That is very well, thank you; there is no urgency about the 
matter but I would like to get the answer. 
" Mr. Gorpon: Before we pass on, what I am really saying is that I wanted 
‘to find out if it is possible to get it. I am not sure at the moment whether 
we can get it for you ship by ship, but we will give you such information as 
. 


es 


we can when we find out what is available. 

4 Mr. Carter: Thank you very much. Now, I would like to get back on 
ithe main line. . 

The Cuarrman: Go to it. 

_- Mr. Carrer: The statement here in your report states that you have fourteen 
ships providing freight and passenger service. Has the C.N.R., having regard 
to the Newfoundland branch, requested additional ships for this service? 

Mr. Gorpon: Yes, they have. 

Mr. Carrer: And have any arrangements been made to supply additional 


es: 


Mr. Gorpon: The question of the number of ships is still under consideration; 
we have not as yet reached a decision. on the matter. 
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Mr. Carrer: Might I inquire how many ships: have been requested? 
Mr. Gorpon: One ship has been requested on the Canadian National service, 
plus the ferry which we mentioned yesterday. sie eig 
Mr. Carrer: Is that all? . 
Mr. Gorpon: That is all. ee 


Mr. Carrer: Then, as to the coastal ships, are they covered by the shipping 
regulations or the Board of Transport Commissioners, and by the Shipping Act 
of Canada? . 


Hon. Mr. Cuevrier: What was the question? I am sorry, I wasn’t following 


ou. | 
: Mr. Carrer: Are these ships covered by the regulations of the Board of 
Transport Commissioners? 3 
Hon. Mr. Cuevrizer: No, they are not. 
Mr. Gorpon: Would you repeat. your question? - . 
Mr. Carrer: The ships which are operating in the Newfoundland coastal 
service. : 


s 


Mr. Gorpon: Yes: 


Mr. Carrer: Do they come under the shipping regulations of the Board 


of Transport Commissioners? In other words, do those regulations apply to 
Newfoundland? | 3 


Hon. Mr. Cuevrter: No. The Board of Transport Commissioners do not 


make shipping regulations. Shipping regulations are made by the Board of 
Steamship Inspection of the Department of Transport, and the ships to which 
you refer come under the shipping regulations of the Canada Shipping Act. 


Mr. Carter: Yes, but the Canada Shipping Act apples to— 
Hon. Mr. Cuevrier: To Newfoundland, yes. . 


Mr. Carrer: Some acts do not apply, the one relating to wharves, and so 
on; those regulations I understand do not apply yet. 


Hon. Mr. Curvrarer: I cannot think of any act which would not apply to : 


Newfoundland after the first of April. Oh, yes, I am told that the Harbours 
Act does not apply yet. - | 


Mr. Carter: The Harbours Act, yes, the government Harbours Act and the 
board’s regulations. | 


Mr. Harrietp: Why not? 
Hon. Mr. Guevrier: It is brought to my attention that in Nefoundland 


they have Commissions under which they operate, and that until we are able | 
to come to some understanding it is not possible to put the Harbours Act into | 


effect. 
Mr. Carter: I would like to continue, Mr. Chairman. 


The CuatrMAN: If you have to be away, I think the committee will indulge 


you to go on a few minutes so you may finish your questions. — 
Mr. Fraser: I move we adjourn. 
Mr. Mutcu: I second the motion. 


The committee adjourned to meet again at 4 p.m. 
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AFTERNOON SESSION 


—The committee resumed at 4 p.m. 


The CHarrMan: Well, we have a quorum. Gentlemen, we shall commence 
our sittings. 

Mr. Carter has asked that the item of the Newfoundland railway should 
stand over. He believes it would shorten the work of the committee if he could 
have time to prepare in writing a number of questions to which he desires an 
answer. So, with your consent, I shall stand the item of the Newfoundland 
railway over. 

Now, the Temiscouata railway. 


Mr. Macponatp: Mr. Chairman, I notice on page 13 of the draft which was 
kindly given to us by the railway management last evening, that it says that: 
3 “The operation of the Temiscouata railway will constitute an addi- 
tional burden on the Canadian National and will adversely affect its net 
annual income to the extent of $180,000. . .” 


Mr. Chairman, we sat in that committee last fall—I mean the Committee 
on Railways, Canals and Telegraphs—and I think it was about December that 
we turned this railway over to the Canadian National Railways. Their liabilities 
were shown at that time at approximately $31,000, and their assets at $275,000. 


~ Now the Canadian National Railway says that it will be a burden on them this 


year of $180,000. Personally, I think it is a little early to decide whether it will 
be a burden or not. : 


Mr. Poutior: I must thank Mr. Macdonald for bringing this issue to the © 


fore. Let me say, in the first place, that my burden is light when compared to 


some other burdens which are much heavier. It is a question for the management 
of the Canadian National Railways, and it is not only a matter of dollars and 
cents, a matter of finance, of high finance; it must also be considered as a matter 
of service. The Temiscouata railway is an essential railway for my part of the 
country, and it has been so far many years. 

That railway would have been taken over by Sir Henry Thornton together | 
with the Gaspe railway some years ago but for the fact that the then directors 
of the Temiscouata railway were men of the Quebee Central which was owned 
by the Canadian Pacific. That is the reason why the Temiscouata railway was 


‘not taken into the Canadian National for twenty years. 


The whole question was submitted to the House and was examined with 
great care. It was studied by Mr. Fairweather for years. It was mentioned in 
the House that I said a word or two about the Temiscouata railway when the 
Prime Minister came to Riviere du Loup during the campaign. But the answer 
of the Prime Minister was made after careful study of the whole matter, and 
the management knows—although perhaps Mr. Gordon does not know—but 
the other members of the management know that for many years Mr. Fairweather 


studied the matter with great care. 


I have had many interviews with Mr. Stewart, the president of the railway, 
and I hope that the Temiscouata railway will be operated by the Canadian 
National Railways at the earliest possible opportunity. 

I understand that there is some question with regard to the men and the 
unions to which they belong. That is one thing; and also, there must be a survey 
made of the line to put it into proper shape. Let me say right now that I do 


not want any crooked politician from New Brunswick trying to gild his escutcheon 
_ to the Temiscouata railway and I know whereof I speak. 
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Mr. Grorce: Surely you are not referring to me? 


Mr. Pounior: No. I refer to a provincial politician. I have too much 
respect for my colleagues. to say that of them, but everybody who knows about 
New Brunswick affairs knows whereof I speak. 

The Temiscouata railway has been managed from Riviere du Loup since the 
start. It is an important railway to the shippers in our district and it must be 
managed, by all means, by Riviere du Loup. 

Let me say something else. We are partners in the same job. We are 
servants of the public, and the only difference between us and the other officials 
of the management is that they are paid more than we are. But we are here on 
a footing of equality and there is no floor to be crossed in this committee room. 

I am very happy to see my colleagues of the various groups here inter- 
mingled. And I say to Mr. Gordon and to his associates that I am ready to 
stand by them to the limit provided that they are fair to my people. 

What do we think of it? We have seen money easily spent to find a fellow 
who lost himself in the woods, and so on. The population in my county is com- 
posed of settlers and farmers. The farms are prosperous and there is timber, a 
ereat quantity of timber; and there is also the Fraser Company. 

I handed some wires which I received yesterday to the Minister of Trans- 
port and to Mr. Dingle telling them that one shipper alone has shipped twelve _ 
million feet of lumber on the Temiscouata railway last year. That was doing as 
much business as the Fraser Company, and the Fraser Company, as we all know, 
is a big corporation. It is a corporation the funds of which are supplied by the 
public, and the management of that corporation should be the servants of the 
public. Their total shipments represent only one-fifth of the total business of 
the Temiscouata railway, and while they may insist upon having the manage- 
ment of the railway at Edmundston, I do not think it would work. Besides that, 
as for the superintendent, Mr. Thompson, at Edmundston, I do not want to have 
anything to do with him. 

I did not say anything about it to Mr. Dingle, but I remember that Mr. — 
Thompson came to my office. He crawled to my office to ask to have a memo- 
randum sent to the ex-minister, the Honourable Mr. Michaud, and to the present 
minister, the Honourable Mr. Chevrier for his transfer from Campbellton to 
Edmundston where the pay was more. 7 

Do you think I would deal with an individual like that in connection with 
my people? No, never! 

Let me say to the people who say that there should be no politics in con- 
nection with the Canadian National Railway that I knew a man who was a 
former telegrapher. He wanted to be promoted to general superintendent at 
Quebee City and he used to hold me by my vest button, and every time I met 
him he asked me about the promotion. And since then he got it. There should 
be no politics in connection with the Canadian National Railways! And when 
we make our recommendation to the railways, it is not for our personal advantage. 
I do not care about any personal advantage, but I do care about serving my 
people, and I would remind everybody that my burden is light. 


The CHarrMAN: Does the Temiscouta railway carry? 


Mr. Poutior: No, no! Before that I want to have a complete understanding 
and a direction from the committee to the management. Here we are asking a 
few questions. We are the people who are in charge of the business of the 
Canadian National Railways and we are responsible for it. If a blunder is made 
by anyone in the Canadian National Railways. we have to take the responsibility 
for it. The people come to us and they say: What is the matter with the Cana- 
dian National Railways? I say it is time for the committee to give a direction © 
to the Canadian National Railways and to tell them to start work on the 
Temiscouata railway at the earliest possible date, and to have the management 
of it at Riviere du Loup. 
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Me ‘ : Besides that, I hope that the management of the railways will take this 


opportunity to build a new station at Riviere du Loup, one which is large enough 
to have room for the officials of the Canadiar ‘National Railways at large, 
including those who will be looking after the Temiscouata line, 

Here I ask, as a private member of parliament who has fought for twenty- 
five years, to have my party respected. And I want my colleagues to be 
respected too. And I think that the language which was used to Mr. McLure 
was pretty sharp and brisk this morning. I would never have used it if I had 
been an official of the Canadian National Railways. Even although my honour- 
able friend does not share my political views, I am here to defend him because 
he is one of my colleagues in the House, and I want my colleagues to be treated 
with consideration. } 

We have had some trouble in getting an answer to the question about the 
decrease in trains. One man was responsible for it, but no man had the courage 
to name him in the committee. Yet that fellow will go scott free and get more 
directorates from people who are more stupid than he is, encouraging him and — 
paying him, even, for his stupidity. , 

The CuHarrMAN: Would the committee prefer that Mr. Gordon make a 
statement and answer the question at this time? 


Mr. Pouuior: I do hope that he does. But I hope it will not be like the 
statement he made before the Royal Commission on Transportation. I may 
say that I was not present at that time and could not answer him right off the 
bat. I think we have spent enough money on the Canadian National Railways 
when the management is asking for hundreds of millions of dollars; so I do not 
see why a picayune matter like that, with regard to money, has not been decided 
yet. } 

Mr. Gorvon: I understand that Mr. Macdonald wanted me to explain the 
figure. The increase can be established this way: with the increased rates of 
pay which went into effect on the Canadian National, and in relating them to 
the Temiscouata Railway, an additional cost of $125,000 per annum would be 
entailed. And in addition to that there are some pension matters which are not 
quite settled yet, where the annual cost may be estimated to be about $24,000 — 
to $25,000. | : 

Mr. Cooper asks me to make it clear that these rates are not in effect yet. 


The same is true with regard to the pension fund, and indeed there are quite a 


number of matters that have yet to be settled. But the best estimate that we 
can make of a possible settlement is of the order that I have mentioned. With 
regard to the operation of the Temiscouata Railway by the Canadian National, 
this will entail the rehabilitation of, the lines, replacement of locomotives and 
equipment, reduction of through rates due to putting into effect a one-line rate 
in lieu of a two-line rate, and the reduction of passenger fares on the line. The 
financial result of operating the Temiscouata Railway based on 1948 volume of 
traffic is estimated to produce a deficit of $180,000, after providing interest at 


_ three per cent on the cost of rehabilitation. Does that answer your question, Mr. 


Macdonald? 
Mr. Macponaup: I follow that now. 


Hon. Mr. Cueverer: Does that take into consideration the increase of six- 
teen per cent in the freight rates? 


_ Mr. Gorpon: No, I said the present freight rates. I was referring to the 
rates that were in force. ~ 
~ Hon. Mr. Cuevrier: That is the eight per cent increase? 
Mr. Gorpon: That is correct. 
-. Mr. Hatrtetp: Why do you base your estimate on 1948 earnings? 
_ Mr. Fraser: How many employees are in that section? 
_ Mr. Dincte: One hundred and forty employees. 
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Mr. Hatrreup: Before he Temiscouata was taken over by the Canadian 
National, freight originating on that road was divided between the Canadian 
‘National Railways and the Canadian Pacific Railway, and*now you take all. 
that freight. Have you considered that? 

Mr. Gorpon: Yes, that has been included in the calculations. This is an 
estimate. It is not a firm figure but it is the best estimate we can make. 

Mr. Harrieup: It is my opinion, Mr. Chairman, that this road can be made 
to pay. I think this was the best buy of any purchase made by the Canadian 
National Railways. I said that when the Act passed in the House and J still 
believe it. Knowing the territory the road passes through I know this road 
can be’ made a paying read. That is my opinion. 

Mr. Pouttor: Thank you, Mr. Hatfield. 

The CrarrMaANn: Are there any further questions? 

“Mr. Povuuror: Mr. Gordon, when do you expect to start work on the line? 

Mr. Gorpon: You mean the rehabilitation of the line that I referred to? 

Mr. Povuior: ‘Yes, sir. 

Mr. Gorpon: That will go on this year, as soon as we can make arrange- 
ments for it. ; 

Mr. Pouuior: Will it be done by the railway itself or ss contract? 

Mr. Gorpon: That will depend on the nature of the work. Mr. Dingle can 
you answer that? 

Mr. Dincie: The major part of the work would be done by our own forces, 
that is the ballasting, the rail laying and the ties. 

Mr. Pountiort: What about the bridges and trestles? 

Mr. DinaiE: The same remarks apply to bridges and trestles. 

Mr. Gorpon: I may say, Mr. Pouliot, that our estimate at the moment in 
respect of the complete rehabilitation of the line up to Canadian National 
Railways standards, including the renewal of tracks, the steel bridges and woodep 
trestles will require the sum of $1,144,000. The cost of replacement of freight 
locomotives and equipment is estimated at $800,000. 

Mr. Povuutot: Will you have the Pree onats Railway managed from Riviere 
du Loup or from Edmundston? 

Mr. Gorpvon: That question is now under close examination. We have not 
yet reached a decision on it. Our view with regard to Temiscouata operations 
will be that we must reach a decision as to what kind of operation will be the 
most efficient operation to tie it in with the Canadian National Railways system. 
That matter is under active examination by our local officials. We have not the 
report as yet; it may take six weeks or two months before we get it. 

Mr. Pouttor: And you will please inform me about it? 

Mr. Gorpon: Yes, we will be pleased to do so. 

Mr. Pouttor: You have had representations about that matter from big 
public bodies at both places? 

Mr. Gorpon: That is right. 

Mr. Pouuiot: I want to point out to you, Mr. Gordon, that the Fraser 
Companies have got much more from Temiscouata county than we got in 
return from them, and that their total shipments were only one-fifth of the total 
shipments on the Temiscouata Railway. I am sure that you will consider that 
point and not be too much impressed by the tycoons of the Fraser Companies. 
I can tell you this, as Mr. Hatfield has so well pointed out, that this railway is 
the last link through the east. between the transcontinental and the province of 
New Brunswick and the state of Maine and the old Intercolonial and the St. 
Lawrence River. There are great projects being made there. I will tell you 
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moreover that there is a new highway there but it will cause no prejudice to the 


railways, as soon as the railway is under proper management, and I am ready 


to stand by you to the limit, to tell my people to encourage the railways. I have 
told this to them already: encourage the railway for short and long distance 
hauling. If you finally agree with what I have submitted to you, I ean tell you 
that the management will not regret.it. 


Mr. Fraser: Mr. Chairman, just one question. This $125,000 increase among 
one hundred and forty employees would amount to about $800 a year per man. 
Is that right? 


Mr. Gorpvon: The average rates of pay on the Canadian National Railways 
are fifty-four per cent higher than those in effect on the Temiscouata Railway. 


Mr. Fraser: So each man will receive an increase of nearly $900 per year? 
“Mr. Gorpon: Yes, ‘the average is a fifty-four per cent increase. 


Mr. Hartrretp: Is anything being done to straighten the Quebec end of the 
road, from Riviere du Loup to the New Brunswick border, That portion is very 
crooked. Has anything been done to straighten that out? .As you know they 
received land grants and when they built the road they built it as crooked as 
possible to get more land, because mae more. mileage they : Meta the more land 
they got. 


Mr. Gorpvon: That aie be something that I would not understand. We 


really have not had time to make an examination such as you suggest because 
we have only practically started operation of this road. 


Mr. Harrrevp: J ¢an show you how to make the road pay when you have 
time. | 


Mr. Knigut: Just a general question on these roads which up to the present 
might be called the uneconomice, lines, although I am sure from what has been 


_ said here that this Temiscouata railway will get into another category before 


long. I presume that this $180,000 is only a fraction of a larger deficit which 
will be expected in taking over an uneconomic road, and I want to point out 


- that I do not think it is fair for the Canadian National Railways to expect them 


to show a profit under those conditions. I should think it would be reasonable 
for the government to take some responsibility in the matter because I quite 


agree that the Canadian National Railways is something more than merely a 


railway company, it is part of the service in this country and has to do things 
which a road on a competitive basis would not have to do. I think in rendering 
service to the people of this country that the people of this country represented 
by its government should take some responsibility in the matter. I think the 
sooner we can get this excess capital written off, the sooner we may be able to 
make some decent showing that will take away from this road that incubus, that 


lack of success, that has been bedevilling it in the past. 


Hon. Mr. Curvrier: Perhaps I can say a word there, Mr. Chairman, on 
the point that Mr. Knight raises. The question is, of course, a difficult ‘and 


a delicate one. It has to do not only with the capital structure of the Canadian 


National Railways but also with the policy that the government should follow 
in connection with lines of this nature, and this ‘committee knows the Royal 
Commission on Transportation has been ‘asked to deal with it.. One of the terms 
of reference to the royal commission concern not only the ae structure, 


but also a general rail transportation policy for ‘Canada, and I hope that it 


will be possible for it to make some recommendations that will be helpful in 
dealing with situations of this nature. 


The CuairMAN: Shall the section carry? 
Carried. ) 
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Now we will take up system mileage. mie seen 
Mr. Fouuweuu: Is the operation of the Central Vermont Railway finan- 
cially successful, or what is the situation there? onneaice 
Mr. Gorpon: That is one of those questions that is difficult to give a yes 
or no answer to by itself. If you just take the balance sheet of the company 
the answer is no. But when one considers the feeder value and other relation- 
ships we have with that line, I would think that on balance it is worthwhile. 
The Cuargman: Shall the item carry? 
Carried. 3 


Now, we will take up freight rates. | | 

_ Mr. Apamson: Before this carries, | assume this would be the place to 
ask these questions on freight rates instead of on the budget because I gather 
the company is not satisfied with the judgment handed down and neither 
is the Canadian Pacific Railway. I do not see it mentioned in your report, 
but I would like to know the overall increase in cost per ton-mile over prewar 
figures, the increase in administrative costs if this is not included in the ton- 
mile figure, the increase in the cost of replacement, the increase in cost of 
maintaining the road as compared with the costs in prewar days. I think 
if we had this we could get some idea of the difficulties facing the railway 
and which might bolster their claim for increased freight rates- 

Mr. Gorvon: I could get those questions from the reporter, or if you would 
let me have them, I would try to answer them at the next sitting. n:. 

Mr. Apamson: That is fine. You asked for increased freight rates, now 
and I think the committee should know how much your costs have increased on 
a ton-mile basis. 

Mr. Mutcu: How far are we going to go on this? 

The CHatmrmMan: On the question of freight rates, as members already 
know, the speaker has ruled, and although I think Mr. Adamson’s question 
is a fundamental question, simply wanting information, and is quite a proper 
question, generally on the subject of freight rates I do not think this committee 
has any jurisdiction. 

Mr Murcu: I reserve the right to have something to say, not on Mr. Adam- 
son’s question, but about Mr. Gordon’s answer because it is a leading question. 
There is no purpose in asking it unless it involves the whole principle of rate 
structure which is very interesting to me and others of this committee 
representing a part of this country that has a vital interest in this matter. 

~ Hon. Mr. Cuevrrer: I think Mr. Mutch’s point is well taken._ | am sure 
it is not the intention of the committee to enter into such discussion but the 
speaker has ruled that the application of the railways before the Board of 
Transport Commissioners is one which should not be discussed in the House 
of Commons and members ended the discussion the other evening at his request. 
Now, would it be fair to allow members to discuss freight rates in this committee 
and not allow them to discuss it in the House. I think this committee is bound 
by the rules of the House of Commons and by the decisions of the speaker. 
I had thought that Mr. Adamson’s question was not one which the speaker’s 
decision was aimed at, but when it becomes borderline, it is a matter that is 
difficult to decide, and if one member is going to be allowed to ask questions 
on that matter, I suppose all members will want the same privilege. | 

Mr. Murcu: I do not think the question is improper or has anything the 
matter with it. Although perhaps T have no imagination, [ do not think that 
Mr. Gordon or anyone else could answer the question insuch a way as would 
have any meaning without entering into the general. freight rates argument. 
If that develops we may be here for quite awhile. Nee 
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The CHareMan: I realize that it is a difficult task to make rulings in regard 


to any question on freight rates. However, I am not going to shirk the responsi- 


bility and if any question is asked by any member of this committee purely for 
the purpose of gaining information within the knowledge of the witnesses now 
before us, if I think it is a proper question I will allow it. If I think that it is 
not proper I will rule against it and then I will be in the hands of the committee. 
- Hon. Mr. Cuevrier: The answer to one of Mr. Adamson’s questions, I am 
informed, will be found at page 28 of the judgment of the Board of Transport 
Commissioners—the 21 per cent case. 

The Cuartrman: Is there any other member of the committee who wishes to 
ask any question purely for information—not by way of an expression of 


Opinion or anything of that sort, but purely for information? 


Mr. Kwigut: I have one question with respect to rates on one particular 
branch of the railroad and that is the Hudson Bay railroad. I would ask if it 
is true that the freight rate on lumber has been increased 70 per cent since 1947? 
Mr. Gorpvon: Is that the volume of freight you are speaking about? 
Mr. Knicut: No, the freight rate. Is it true that the freight rate has gone 


up? I do not know whether you would call that a question asking for 


information? 

Tue CHARMAN: [think it is a proper question. 

Mr. Gorpon: Does the Hudson Bay Railway come within the scope of this: 
committee? , 

Hon. Mr. Cuevrier: No, the Hudson Bay Railway is a separate matter 
but we have taken the position that when we could get information for a member 
of the committee on the Hudson Bay Railway we would get it. I hope that we 
will not have to produce all kinds of figures, but I think that the question is 
easily answered and I think that I know the answer, However, I would not 
attempt to give it without an opportunity of checking on the matter. If you will 
allow the question to stand I think I can obtain a reply. 

Mr. KnicutT: When can I get the answer, in order that I may follow it 
with a couple more questions purely on the point of information? 
Hon. Mr. Cuevriser: I think we can get that tomorrow. It is a matter 
on which we must get in touch with the Board of Transport Commissioners. — 

Mr. Knicut: Has the C.N.R. any authority with regard to the setting of 
rates? 

The CHarmman: I do not think that is a correct question and I think you 
must confine yourself purely to questions aimed at information. 

Mr. Knicut: Who sets the rates? 

Hon. Mr. Cuevrier: The Board of Transport Commissioners now has 
jurisdiction over the Hudson Bay Railway. The Board did not have that juris- 


diction at this time last year when the committee was established but now it 


has, so that any judgment of the Board of Transport’ Commissioners with 
reference to freight rates.would, I take it, affect the Hudson Bay Railway. | 


Mr. Knicut: We, like our friends from Temiscouata, are anxious to give 
the road a chance. We are anxious to know why a cord of pulpwood from 
Hudson Bay up to Fort Frances only costs one-third of the rate applied on a 
similar distance from Churchill. I understand there has been a shipment of 
2,000,000 feet of lumber cancelled this year because of the very reason that the 


‘freight rates are so high. Naturally we want to know who sets the rates and 


why they should be that high? Bi 
Hon. Mr. Cuevrier: The Board of Transport Commissioners has eda 


} tion over freight rates and, as I said, the last judgment of the board provides for _ 
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a 16 per cent increase. I take it that judgment would: sone to the “Hudson 
Bay Railway. I would think that the ordinary local rate on the Hudson 
Bay Railway, compared with the. local rate off the Hudson Bay eee 
should be the same. 

Mr. Knicut: I have jist one last question. If it is as the minister says, 
and I am going to accept his word, that this is not the place to get information 
on the Hudson Bay Railway, can he designate where I should get. the information? 

Hon. Mr. Cuervrier: In the House of Commons. : 

Mr. Knicut: I see; I have made some attempt there before. 

Mr. Hartrtetp: I TaN like to ask if the Canadian National Railway 
management is aware that American railways are asking the Interstate Com- 
merce Commission for a reduction of rates? 

Mr. Gorpvon: A reduction of rates? Certainly I am fis aware of any 
request for a general reduction in rates., There may be some specific applications 
having to do with competitive factors but I am not aware of any general request. 

Mr. McLure: I would like to ask one question. Who sets the truck freight 
rates on the 8.8. Abegweit, crossing Sane strait? Where does the 
authority come from to set rates? 

Hon. Mr. Cuevrier: Are we going to have a poreeuteonal debate agam, 
Mr. McLure? 

Mr. Hatrirtp: They cannot supply the cars and they have to use ‘trucks. 1. 

Mr. Gorvon: If I understand the question the answer is that it is part of the 
general tariff. It would be authorized, as far as I know, by the Board of 
eo Commissioners as part of the ceneral tariff. 

Mr. McLure: They have no authority over water rates. 

Mr. Gorvon: I do not know whether this is regarded as a water rate. 

Mr. McLure: The Abegweit was turned over to the C.N.R. for operation. 

Mr. Gorpon: Correct. 

Mr. McLvre: The question is should she be turned over to operate without 
any instructions being given by the federal government and consented to by the 
Prince Edward Island government. ‘Those two parties come into the question. 
This is a service rendered according to the terms-of confederation of 1873 when 

we went into the union, and as long as that remains a service it is an obligation 
of the government to give us rates across there which should not be in excess 
of the cost of carrying by truck over the same mileage on the highway. According 
to the terms of confederation it should be absolutely free. 

Mr. Gorpon: It seems to me that definitely is an argument in respect of 
freight rates—in respect of that particular vessel it is a matter of government 
policy. 

Mr. McLure: And it should not be argued here? 

Mr. Gorpon: I am in the hands of the chairman. 

The Cuatrman: I think the first question was quite in order; it has been 
answered. The second question, however, I am Sees is not in order, Mr. McLure, 
and I will have to rule against you. 

Mr. Fotuweuu: Could I have figures on what it has cost the C.N.R. to Oe 
application to the Board of Transport Commissioners for the increased rates? — 

The Cuarrman: What costs do you refer to? Do you mean costs of counsel 
and so on? 

Mr. FoLuwe.u: Costs of counsel and of preparation. 

Mr. Gorpon: The application is made, technically, by the railway association 
which consists of all the railroads in’ Canada and the cost is shared when the 
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case 1s conipleted. I have no figures on the matter and I do not think you could 


break down the actual cost because a good deal of the work is done by railway 
officers themselves. — | 

Mr. Fouuweiu: You would have an approximate idea eventually. 

Mr. Gorpon: We would have an idea of the additional cost but we 
could not break it down with respect to the time spent by our own officials. A 
great deal of the work is done by our own 6fficials and counsel. We have our own 
legal. department. : 

Mr. Fotuweuu: In other words you will only know the cost when you get 
the bill from the railway association? 

. Mr. Gorpvon: We will then know what the cost is. 
Mr. Futtron: You also retain counsel? 
Mr. Gorpon: Yes, that is the railway association retains counsel. 
Mr. Fuuron: Do you not retain counsel in addition? 

Mr. Gorpon: Yes, we would have our own counsel in respect of our own 
particular interest. 

Mr. Fotuweii: He would be a company counsel? 

Mr. Gorpon: Our own counsel is Mr. N. J. MacMillan who is general counsel 
and vice-president of the C.N.R. 

Mr. Fotuwetu: You will only know the cost when you get the bill? 

Mr. Gorpon: That is true, in respect of the Railway Association. 

Mr. Futron: The other railways do the same thing. They have counsel 
for their own interests in addition to the counsel retained by the railway 
association? 

Mr. Gorpon: Yes. ’ 

The CuarrMan: Shall this item carry? 

Carried. 


With regard to the Royal Commission on Transportation I have carried out 
the instructions of the committee and the submission will appear as an appendix 
to yesterday’s proceedings of this committee. 

The next item is wage negotiations. | | 

Mr. Fotuwewu: Regarding that matter may I just refer to the bottom of page 
16 were it says: 

As a result of the recommendation of a United States Presidential 
Emergency Board, the Canadian National was required to grant its non- 
operating employees on its United States lines a general wage increase of 
7 cents per hour retroactive to October 1, 1948, and a five-day 40-hour 
work week without wage reduction, effective September 1, 1949. Further 
substantial demands on behalf of the employees of the United States lines 
have been received and are now the subject of negotiations and mediation 
proceedings. | 3 


I understand at the present time the same request is being made by railway 
employees in Canada? | ° 


Mr. Gorpon: There is a similar request being made. As a matter of fact it 
is very difficult really to give a simple answer to your question because we have 
a great number of wage negotiations outstanding all the time. At this moment 
we have forty-nine individual applications from various labour organizations 
throughout Canada and we have ten of them outstanding on our own United 
States lines. The first of the two big applications that I think you have refer- 
ence to is one which covers fifteen international non-operating groups, covering 
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some 45,000 employees, for a.7 cent hourly increase in rates effective the 16th 
of July, 1949, and a 40-hour week without reduction in take home pay. There 
are other factors but those are the two main requests. The second large applica- 
tion is from the Canadian Brotherhood of Railway Employees, representing 
27,347 employees in non-operating groups, who have requested a 10 cent hourly 
increase rate of pay effective July 16th, 1949, a 40-hour week without reduction 
in take home pay, and check off of union dues under the Rand formula. Those 
are two matters being negotiated before the conciliation board now sitting in | 
Montreal. 

Mr. Fotuweuu: There has been no report yet? 

Mr. Gorpon: The men and the railways have each made submissions and 
have filed a rebuttal. The board is now engaged in considering its report. 


The CuarrMAN: Mr. Gillis, you have been trying to get in a question? 


Mr. Gruuis: Yes, I would like to ask this question which has something 
to do with wages. On the C.N.R. from Montreal east the porters are obliged to 
pay income tax on $300 which they are supposed to receive by way of tips. 
That does not apply in other sections of the system. Can you explain why the 
government fixed a policy that penalizes those boys but yet the government 
does not make the rule applicable straight across the country? 


Mr. Gorpon: I have not got the faintest idea—it would be an ineomawak 
ruling. | ' 

Hon. Mr. Curvrier: When Mr. Gillis says “the government” I must admit, 
immediately, my ignorance of. the matter. It may be a ruling of the Income Tax 
Department with which I am not conversant. | 


Mr. Gruuis: I have raised the matter in the House on several occasions but 
Mr. Abbott just says “that is it,” and that is all. I merely bring it to Mr. 
Gordon’s attention. , | | 


Mr. Gorpon: I am glad you did. I have never heard of it and I do not think 
my officials here have either. I can only assume from your description that it 
is an income tax ruling and there I cannot defend or explain a ruling by that 
department. | 


Mr. Gituts: I bring it to your attention because today you need the co- 
operation of all your employees and it is a piece of rank discrimination. | 


Mr. Gorpvon: I am very glad to have the information. 


Mr. Grorce: Under wage increases last year the matter of pension 
increases was raised, and I think one of the matters which came up was the 
efforts being made by the Pensioners’ association to try to get an increase in 
pensions. I wonder if the minister would care to make a statement about it? 


Hon. Mr. Cuevrimr: I do not know that I can make any lengthy statement 
on it; but I can say this, that the question of pensions for the group you have 
in mind has to be considered along with all other groups. There are the 
superannuated civil servants, then there is the pilots group—you were with 
that delegation which sat in this room asking for that very thing—but I do 
not think it is possible to deal with pensions of one group without considering 
them all. + Then over and above that there is a committee which is to. be 
established by the Minister of Health and Welfare. He is about to get it 
appointed but he is having some difficulty, although I am sure it will be ready 
to function shortly. When that committee is appointed I think representations 
will be made there along the lines of general policy. I do not think it would 
be wise and I think the government feels that we should not make any decision 
with regard to one of these groups without considering the interests of all the 
groups concerned. That is the way the matter stands at the moment. 
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Mr. Pountor: On this matter of pensions I had a particular case to submit. 
I will request the management to approach this problem from ‘the broadest 
point of view and give such applications the most favourable consideration. 
I will call to attention the case of a particular brakeman with respect to_ 
whom I think their approach was most formidable. This man worked for 
thirteen years, gave good service to the railway at various places. He had 
to go to the north and everywhere to get his time in, but he finally got in his 
thirteen years, and then he served in a temporary capacity for another two 
and a half years which gave him a total of fifteen years and a half of actual 


service. Now we find that a pension cannot be granted to him, or is not being 


given to him because he worked as a brakeman for only thirteen years, not- 
withstanding the fact, as I said, that he was employed an additional two and 
a half years in a temporary capacity. I have a letter concerning that case 
here of which I have copies for Mr. Gordon, Mr. Minister and the chairman. 
The CHAIRMAN: Shall the item on wage increases to employees carry? 
Mr. Knicur: Is there any provision for coming back to it, Mr. Chairman? 
I would like to reserve the right to deal further with employee relations. 


The CHAIRMAN: You had better do it now. 


. Mr. Knicur: Well, Mr. Chairman, I would like to say at the outset that 
as a Canadian I am particularly wishful for the success of the Canadian 
National Railways. However, I wanted to bring up the matter of employee 
relations and public relations in regard to the road. I think there has been 
a general feeling throughout the country within the last year or two that there 
has been a deterioration in railroad matters which I think was pointed out 
by the incident of the coal trouble, which was perhaps bad enough in itself, 
but it all combines to put the sign of comparative inadequacy on the Canadian 
National Railways. I am not giving my own opinion at the moment; 1 am 
trying to give you the benefit of people with whom I have come in contact 
throughout the country, to give you some idea as to how they feel in this 
particular matter. The whole point about which I am concerned is how to 
bring about better employee relations. It seems to me that there is a feeling 
among certain employees of the Canadian National Railways that they have 
somehow been let down by the executive department, and I would like to 
have a statement from the president on that. Right here let me say that I 
have great appreciation for all he has accomplished; I compliment him on the 
very able way in which he hhas taken over his new position and the enormous 
erasp which in my opinion he has shown of this new thing which he has 
undertaken within such a short time. 

Some Hon. Members: Hear, hear. 


Mr. Knicutr: And let me assure him that we have every confidence in 
his ability. I would like to ask him this question: Does Mr. Gordon not think 
that one of his greatest challenges as the new president of the road is to 
establish, or to re-establish (if the use of that term is correct) a high morale 
among the employees of the road and the confidence in the road as a road 
belonging to the nation, one of which we can be proud? We all know what 
pride railroaders take in their work. We have only to consider the splendid 
work they have done during this past winter with all the snowslides and other 
difficulties they have had to face in British Columbia, and the very fine way 
in which service has been maintained. In my opinion we have one of the . 
finest railroads in the world. However, this is a situation which worries me. 
It is becoming generally accepted that this Canadian National is a pick-up 
of rag tag ends in performing a public service while the C.P.R. gets all the 
elory. That is where this matter of employee relations comes in, the men 
feel they are being let down. I should like to ask the president if he does 
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not think there should be more steady employment with the years and years 
of work on reconditioning the road which we have had indicated to us. iI 
think our railroads should smarten up in every respect, and that applies not 
only to the railroads of this country but to the railroads of the United States 
as well. There is the matter of the modernization of equipment, the improve- 
ment of the road-bed; taken by and large there is work for years and years 
and years in improving and maintaining the efficiency of our public system. . 

Then, on this matter of public confidence, I would like to ask the president 
if he does not think that much of the public confidence which has been 
lost could be largely restored by this business of putting the structure of the 
Canadian National on a proper basis so it would not always be the underdog - 
as it 1s coming to be considered by the people on the street. It would take 
the auditor general to understand the financial statement of the Canadian 
National. Here is this same position year after year, year after year; and for 
the employees’ morale and for public confidence I do not think it is a good 
thing. And I would ask if the president does not think—well, I know: the 
president agrees with the statement, as a matter of fact—that the sooner the 
thing is remedied the better. I do not think the Canadian National Railways 
should be following the C.P.R. It should set the example, it should be giving 
the lead. I think what this railroad needs is a shot in the arm, a stimulus 
such as would result if these things were remedied. Mr. Gordon should put 
back into this country and into the employees of this road the spirit which 
was inspired in it and them by the late Sir Henry Thornton whose men 
worshipped him. | sry 

Then I might go a little further. I want to ask Mr. Gordon if he does 
not think that the attitude of the government to this road could be improved. 
The general impression seems to be abroad that this is not a system but rather 
an agelomeration of odds and ends of roads which were just picked up and 
handed over to the government; for instance, we took over a road in the 
maritimes, we have taken over a road in the far west and there is, with all 
respect, also the matter of the Temiscouata line. All these put together form 
what we know as our Canadian National system, while the C.P.R. is generally 
considered the official railroad with a record that seems to be better known all 
the time. ; 

I apologize for having made something of a speech, but at least I have 
got that off my chest, and I think these are things which should be said. They 
might not represent my own opinions but they represent the opinion of people 
in this country, and I should like to have the comments of the management 
on. it. . 

The Cuatrman: Mr. Gordon. 

Mr. Gorpon: Well, Mr. Chairman, without admitting for a moment the 
premise that you make, Mr. Knight, I agree at once that the morale of the 
men on the railroad is probably one of the most important challenges to 
management. I feel very definitely that the higher the morale on the rail- 
road the more successful it is going to be, and that is particularly applicable 
to the Canadian National Railways system. Now, in view of the fact that 
the proceedings of this committee become public property in a very short 
time I want at once to deny any suggestion that the personnel of any other 
road are any more efficient than those of the Canadian National. I do not 
agree with your suggestion— 

Mr. Knicut: Might I interrupt? I did not insinuate that that was my 
opinion. } 

Mr. Gorvon: I accept that, but I understood from your premise that you 
are reporting, so to speak, feelings that you have come. across in certain parts 
of the community, and I felt that in view of the fact that that might not be the 
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‘kind of publicity which would be desirable, that on behalf of the men, since 


we are talking about morale, I do not accept that feeling as being a genuine 
analysis of the operating efficiency of the two railways. I cannot say too 
much on this subject because I have not yet had an opportunity, unfortunately, 
of meeting as many of the personnel as I should like to meet. It is my 
intention, as I stated earlier to the committee, to get out on this road just 
as quickly as I can and to meet the men on their own ground, see them at 
their jobs, get to know them as much as a president of the road can, and to 
try to get the morale at the highest possible level. I believe very strongly that 
in every attitude, both in regard to service to the public and in regard to the 
accident record, that the state of mind of the men and their feelings should 
have a big part to play in this picture. I need not repeat what I said in 
my statement to the royal commission just last night. I agree with you 
fully that the deficit record of this system has had an mjurious and deleterious 
effect. on railroad men who cannot understand why such results should continue 
for so long when from the standpoint of the operating personnel: they are 
doing such a good job. : | 
vw Thats alll aAhink-T need) to. cover, It there is anything further which 
Mr. Knight would like me to touch upon, I would be glad to do so. 


Hon. Mr. Cueverer: I think I should say something in view of the state- 
ment from which it might be inferred that the attitude of the government is one 
of grudging support of the Canadian National Railways. Again I must say to | 
you that that is not so. I do not know of any submissions that are made by the 
Canadian National Railways to the government that are not supported by the 
government, provided we are of the opinion that they are in the general interest 
of the country. 7 7 

Then again, we have established through parliamentary authority the 
Board of Directors of the Canadian National Railways to operate and manage 
this railway for us. We have confidence in them and I can think of eight or ten 
important projects, important to the country as a whole, that the Canadian 
National Railways have recommended to the government for approval and the 
government has approved of them. But if the thought is in your mind that 
because we did not recommend revision of the capital structure we are giving 
but grudging support, it should not be forgotten that there is a difference of 
opinion in the country on that very important subject. 

-- T hold strong views on that subject and the views which I hold are the 
same as those of the Canadian National Railways because I have been in contact 
with them, and have given the subject some thought. But everybody does not 
think alike about it. And it was because of that fact that it was thought best: 


to submit the matter to the Royal’ Commission on Transportation. 


_ And as to the question of efficiency, I think that all one needs to do is to 
turn to two reports: one is that of the Duff Commission which stated in clear 
language that the Canadian National was operated as efficiently as the Canadian 
Pacific. | | . | 
Mr. Knicut: I think it stated that it was the most efficient railway in the 
world. | 


Hon. Mr. Cueverer: And the other authority I refer to is the judgment 
of the Board of Transport Commissioners in the twenty-one per cent case, which 
also supports that view. 


Mr. Gorpon: May I say that one of the first actions I took in respect to 
this general question of staff and personnel was to appoint a vice-president in 
charge of personnel. So a new department of the railway will be set up to 
modernize and to bring up to date the relationships between management and 
employees as well as senior personnel. T hat department is just getting started 
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and we shall make studies of the most modern itethods we can find, and compare 
them not only with the railroad business but with other business in general. 

Mr. Murcu: It is my privilege to represent one of the largest Canadian 
National populations in Canada, certainly the largest in western Canada. I 
live very close to them. I saw them through the war and through the depression 
before the war, and through the period since then. In addition I questioned 
the officers of the railway itself. If there is anyone in the room who, during the 
last ten years, has travelled more miles by railway than I have had the oppor- 
tunity of doing, I would like to know it. I travelled the railroad in the days 
of Sir Henry Thornton. I think it would be most unfortunate for anyone to 
carry away the idea that the railway could be served by a more loyal group 
of men than there are in the Canadian National Railways as I know them. | 

And as for the service. I am one who has hopped from Calgary to Edmonton 
over night and instead of staying in the hotel I preferred to come back onthe 
train the next morning because I knew the service I would get. I might say 
that I have been down six or seven times to Halifax during the last few years. 

We all boast about the kind of esprit de corps there was in the Canadian 
National Railways in the days of Sir Henry Thornton, when a man might be 
digging in his garden and have his neighbour, a brakeman of the Canadian 
National Railways, come over and suggest to him that he send his stuff by Cana- 
dian National rather than by some other railway; and we all know of the pride 
the employees take in their work. In fact, I do not think any employer in 
Canada has less to apologize for than the Canadian National Railways. 


Mr. Gorpon: Thank you! 


Mr. Hatrietp: I found on both roads, the Canadian Pacifie and the 
Canadian National, over which I have shipped for forty-five years, that in the 
olden days the freight agents were allowed to use their own judgment in making 
decisions upon matters and in deciding what ought to be done. But I find 
now there is a hard and fast rule laid down that they cannot do that, but that 
they must wire to someone to find out whether they can do this or do that; it 
may be some small matter which would bring business to the railway. 


The CHArrmAn: Would you care to comment on that thought, Mr. Gordon? 
Mr. Gorvon: Oh, I thought you were just making a statement, Mr. Hatfield. 
Mr. Hatrietp: No. I will be glad to have your reaction. 


\ Mr. Gorpon: My reaction is that I do not think it has come to my attention 
that there is a rigidity of that kind. Certainly it is not part of my philosophy 
that men should be so hemmed in with regulations that there is no scope for» 
individual judgment. 


Mr. Hatrietp: You will find there has been a great change. 


Mr. Gorpon: But I would like to verify my position because I am not 
sufficiently familiar with the subject to make a general comment. I do believe, 
from what I have seen, that there is sufficient local autonomy to enable a man 
to exercise his individual judgment if he wishes to do so. But we must remember 
that there are some men who do not want to take that responsibility ; and if 
that is so, then we are prepared to take the responsibility and to issue the 
necessary instructions. 

In connection with rate making, traffic matters, freight matters, and all 
sorts of things, I certainly do not have the impression that there is centralized - 
control of such a character as to remove individual initiative. I have not got 

that impression at all. 


Mr. Harrietp: Well, I obtained that impression over a period of forty- five 
years. 

Mr. Gorpvon: I got my impression over a period of only three months, SO 
you have the advantage of me. 
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Mr. Fotuwew: I think you can comune wage and employee relations 
» together. I see that it says: 


P “Pensioners number 15,671.” 


: There is in my city a group of railroad hensioners who feel—that i is, one Man 
z particularly feels—that they have been unjustly dealt with in regard to the 
amount of pension they receive. 
I have here a booklet entitled “Canadian National Railway Pension Fund”’. 
It gives a summary of voluntary contributions to the pension plan effective 
January 1, 1935, and I have a table of the approximate monthly amounts 
required for an annuity for an employee. The complaint is that the pensioners 
are not getting the amount they ‘believe they are entitled to, and for which they 
believe they have paid. I know this matter has been discussed with a number 
of departments over a number of years;’ but this one individual particularly 
feels that he has been unfairly dealt with. 
J I was pleased yesterday to hear Mr. Gordon say that if there was any 
_ matter we wanted to bring to his personal attention, he would be glad to deal 
_ with it. So I bring this matter to his attention now and I am sure that he 
_ will bring it to a satisfactory conclusion. 
In passing, may I say with regard to the morale of railroad men that I think 
_ I know them fairly well having, at one time, had the privilege of working for 
_ the Canadian National in swinging a line. And may I say that the Follwell 
_ family is a railroad family, that six boys and one girl all worked for the Canadian 
- National Railways at one time; and there is still in the employ of the railways 
- one who is a foreman, and another who is an assistant foreman. You certainly 
_ raised the morale of the Canadian National Railways when you appointed 
_ Mr. Gordon as the president. 


. 
7 Mr. Gituis: I would like to say that I think you are dealing with the most 
_ important angle of the whole problem in the matter which was raised by Mr. 
Hatfield, namely, this matter of absentee management which never gets close to 
_ the employee. I think that is the curse of large industries, and I think it causes 
: a great deal of friction.. There is a considerable amount of apprehension now. 
_ Previous to leaving Nova Scotia—this was since Mr. Gordon’s appointment— 
I heard the rumour—and this is what you hear—that Mr. Gordon is going to 
clean up. And they talk about the huge deficit. How is he going to clean it up? 
The average employee gets the impression that Mr. Gordon is going to clean it 
- up on him because he is the easiest guy of them all. 
; So when little things like this take place, it adds colour to it. For example, 
_ a one-legged war veteran is employed as a janitor. Over night he is told that 
in addition to his duties as a janitor he is to be the freight agent and is to handle 
_ the freight. Now, a man in that condition cannot drag and push trucks and 
handle freight. I brought that particular case to the attention of the minister 
_ and he is taking it up. That fear goes right along the line, when an action 
i such as that in one of the little spots is taken, and you get the reaction to it, 
- and you hear about the clean-up which they anticipate will come in that 
direction. 
q I was glad to hear Mr. Gordon say that he was appointing a personnel 
- section in the railways. It is not good enough to work with the top officials of 
_ the unions because many times they are too far away from the regular employees; 
and also, I think it is well to have well trained personnel who can get out and 
' circulate among the men and bring management closer to them. 
Another point which was suggested by Mr. Hatfield is this matter of small 
' decisions that could be made by local officials and which would serve to avoid 
hours upon hours of time as well as a lot of confusion. If there could be a 
- decentralization of management to that extent it would enable local decisions 
like that to be made without causing delay 1 in wiring to Montreal, and all that 
sort of thing. 
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I suggest now there is a fear of lay-offs and cut-downs, and that economies 
are to be applied to the men, to the little chap. I say there is that fear right © 
along the line. . 

In coming up to Ottawa on the train, you sometimes get into conversation 
with men who do not know who you are and they will talk quite freely among 
themselves. And I heard opinions expressed when I was coming up here recently 
along these lines: I actually heard three employees in a car talking together, and 
the conversation went something like this: “It won't be very long now. There 1s 
eoing to be an amalgamation. Gordon is going to put this amalgamation through. 
There is going to be one line, and we are the line which is going.” 

I asked: Where did you get that information? It is just a rumour. That 
kind of stuff has got to be kept down. 

I think it is a step in the right direction to have personnel management come 
closer to the people and cut through that top strata. Union leadership is some- 
times too far away. The centralization by management on small matters causes 
a lot of delays. One thing may be managed from Montreal and it causes a loss 
of money and creates friction because the local management has not got any 
‘authority. ‘ 

Mr. Gorpon: Thank you. I think one of the most useful functions of this 
committee is to let the management of the Canadian National Railways know 
things of the character you just described. We are interested and you may rest — 
assured that your suggestions and your comments and criticisms will receive 
careful attention. 

Mr. Harrienp: Another matter. Practically every day in the year we receive 
inquiries about the shipment of carloads of goods to certain points which are 
not in the tariffs. The local agent, either of the Canadian Pacific or of the 
Canadian National, will telegraph to the district freight agent for a rate, and 
may hold you up for two or three days. Then we may go back to him and ask 
him, after waiting eight or ten hours, because we must answer our message in 
order to sell a car of goods—we go back and ask him if he cannot hurry up a 
rate to that particular point. Then he says: “Tt is laid down in the regulations 
that we must wire the district freight agent and that is all we are going to do 
about it”. He will say: “I dare not call him up on the telephone or wire to him 
because that is the rule and we have to abide by it”. 

Therefore we do not bother him anymore. We have, right across the border 
from our shipping point, experts who are put there by the Boston and Maine 
and by the New York Central Railways. So we call them up and get a rate over 
the telephone. They will have one of their men look it up, and they will give 
us the rate. Sometimes we may call them up ten times a day to get rates to 
certain points. : 

I feel that the local freight agent should be able to telephone to his district 
freight agent and get the rate. That is happening across the country. | 

Mr. Gorvon: I do not quite understand why as a shipper you would not 
have made serious complaint about it. 

Mr. Harrieip: The same thing is true with Prince Edward Island. We ship 
from Prince Edward Island and we call up there about rates or we wire to the 
agent there to give us a rate to a certain point. Well, it is delayed just as long. 

Mr. Gorvon: On your statement I would certainly say at once that if that 
ss the kind of service that is happening you are entitled to much better. 

Mr. Hatrretp: We are losing a lot of business through those delays. A man 
is not going to wait for two or three days to be quoted a rate. 

Mr. Futron: This might be the time now to ask the question about the 
number of sub-divisions the men are called to work on, I would like to discuss 
this question because they are very concerned about that in Kamloops. 
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Mr. Gorpon: Have you a copy of the information received about that, 
Mr. Dingle? , 
Mr. Dincuz: Yes, I was going to read it: 


Assignment of Crews to Trains 1, 2, 3, 4 


Referring to question as raised by Mr. Fulton yesterday concerning 
assignment of passenger train crews to trains 1, 2, 3 and 4 between 
Edmonton and Vancouver I would like to state as follows: 


Up to the time of interruption of service through the mountains this 

year, the crew assignments on trains in question were as follows: 

Trains 1 and 2. 

Conductors ran between Edmonton and Blue River and between Blue 
River and Vancouver. The trainmen were assigned Edmonton-Jasper, 
Jasper-Kamloops and Kamloops-Vancouver. 


Trains 3 and 4 
Both conductors and trainmen were assigned Edmonton-Blue River and 
Blue River- Vancouver. 


The reason for difference in assignments as between trains 1-2 and 3-4 
was that in the case of trains 1-2, two or three of the trainmen had their 
homes at Kamloops and on this account it was recognized that a hardship © 
would be created iby making assignment the same as trains 3-4, and the 
arrangement was to stand as long as these men held these particular runs. 
These assignments were broken because of the interruption to service during 
the past two or three months, and when full service was restored, because 
of more normal conditions, the crew assignments on the four trains in 
question were re-bulletined after conference with the conductors’ and 
trainmen’s representatives and assignments set up for both conductors 
and trainmen to run Edmonton-Blue River and Blue River-Vancouver, 
or, in other words the same assignment now applies to trains 1-2 as to 
trains 3-4, and as the crews were formerly assigned to trains 3-4. It 1s 
my information that the conductors’ organization will protest any change 
and the trainmen’s organization go along with the rearrangement as I have 
outlined but reserve the right to bring in any grievance that may arise, 
and we stand ready to consider these. 

You will readily see from what I have said that the rearrangement 
of crews was effected only after due consultation with the men’s repre-_ 
sentatives and this is the way such matters are handled rather than by 
listening to complaints of individual men who may or may not have an 
actual grievance. 

As to the safety feature, it cannot be said that the men are on duty 
too long as we have many similar assignments in other territories and we 
have had no difficulties as a result. 


Mr. Fuuton: Is that the end of your statement? 
Mr. Dinete: Yes, sir. 


Mr. Fuuton: I appreciate the facts that Mr. Dingle has brought out in 
his statement. I should say that I have a letter here from the brotherhood of ° 
railway trainmen, lodge 519, Kamloops, British Columbia, dated March 21, 


- 1950, which -brought the matter to my attention. This letter is signed by a 


committee of the brotherhood of railway trainmen: Z. L. Shaw, C. M. Lee, 


_ W.G. Emmington and enclosed is a copy of a letter which I am advised was 
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directed to the Board of Transport Commissioners at Ottawa, dated Kamloops, 
British Columbia, March 14, 1950. This letter to the Board of Transport 
Commissioners reads as follows: “ss 
We the undersigned working in train service on the Kamloops Division 
wish to protest ‘Train crews in passenger service on continental trains 
Nos. 1, 2, 3, and 4, operating over three sub-divisions Vancouver to Blue 
River in mountain districts.’ 
Train crews on this service are too long on duty. Leaving time on 
Nos. 2 and 4 is 1930K, and 20K respectively ex Vancouver and arrive 
Blue River next morning 855K and 945K. Leaving same day on numbers | 
3 and 1 at 1710K and 1825K respectively— | 


Mr. Fuuron: I might just pause here to observe that that means the running 
time would be approximately thirteen hours. 
arriving Vancouver next morning at 745 and 845K., which in 
- our opinion is too long a tour of duty without sufficient rest at turn around 
point in mountain district. 


I might pause again to state that the turn around point is Blue River. 


In mountain territory where hazardous conditions prevail these train 
crews frequently have to double out of turn around point when trains are 
late. These trains are delayed quite frequently for three to five months 
of the year due to weather conditions in this territory, necessitating these 
crews to be on duty from thirty to sixty hours. WE CONTEND THAT 
THIS IS TOO LONG ON DUTY TO ENSURE THE SAFE OPERA- 
TION OF THESE PASSENGER TRAINS. 


ce. J. P. Johnson, Vice-President, Winnipeg, Manitoba. 
F. H. Keefe, General Superintendent, Vancouver, B.C. 
E. D. Fulton, M.P:, Kamloops, B.C. 
A. E. Elliot, Lodge 519, Kamloops, B.C. 
P. R. Lewis, General Chairman, B. of R. T., Winnipeg, Manitoba. 


I will not read all the names placed on here as indicating agreement with 
the letter, but I can assure you that from there to the bottom is a list of names 
of members of this organization in Kamloops. I should say there are at least 
sixty names on the letter. | 

Now, I should point out that I got this the day before the committee com- 
menced its sittings and brought it to the attention of the committee and the 
management immediately. I confess that I have not contacted the organization 
at Kamloops because I have not had time, but I believe, and I have no reason 
to assume to the contrary, that the letter speaks for itself, and is in fact sent by 
the men whose names appear on it. It seems to me that it is sent by a majority 
of the Canadian National Railways’ employees at Kamloops. It is headed 
Brotherhood of Railway Trainmen. | 


Mr. Gorvon: This is typical of the kind of dispute which arises from time 
to time in regard to assignments of this character. There is a regular procedure 
for dealing with them. In this matter we have been dealing with the various 
heads and representatives of these particular men. This committee represents a 
local, a unit of that organization, and the proper action, in my opinion, is for 
that local to get in touch with their own general chairman, and clear that 
dispute there before coming to this committee or before coming indeed to the 
head management of the Canadian National Railways. The procedure and 
the mechanics are there, well established, recognized. You really are dealing 
with an inter-family dispute at that point, and it should be cleared up there 
before it comes to the Canadian National Railways’ management. 


Mr. Fuuron: I do not think that I can agree with you, Mr. Gordon. You 
said you desired to be informed of difficulties. There is obviously a disagree- 
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ment, thor the fer ainGioes of the letter, and it is not said that men living in 
Kamloops alone want to have it changed, but it says that the men are of the 
opinion that the hours of service are too long. 

Mr. Gorvon: You do understand that this matter has been cleared in dis- 
cussion with the acknowledged representatives of the men, the head representa- 


tives. They have spoken for the men. Now, after we have agreed with their 


own representatives, it would, I think, be quite improper to reach down under- 
neath them and talk to the lesser members of the family. 


Mr. Futron: When was a discussion held that led up to that Arraneernenl 

Mr. Diner: It was prior to March 25th. 

Mr. Gorpon: It was before the time of the change. | 

Mr, Dincte: It was prior to the time when the bulletin was put out. It 
would be somewhere around the 15th of March. 


Mr. Futton: The bulletin would be put out on the 15th of March? This 
letter is dated March 21st, so they had not taken very long before protesting 
the change. 


Mr. Gorpon: Yes, but they should have protested to their own representa- 
tives first. 


Mr. Futon: I imagine they have done so: 


Mr. Gorpon: There is no evidence there that they have. It has not been 
referred back to us by the representatives of the men as to any difficulty or 


disagreement. The acknowledged representatives of the men have agreed with 


us; they have told us what they want; we have not forced this on them. They 


. asked for it, and we agreed. It is not something that the railway is forcing 


4 


down the throats of anyone. It is an agreement arrived at in that normal course 
of employee relations, and I am suggesting to you—I am interested to hear it 
naturally—but I am suggesting to you the procedure ought to be that the 
local people in Kamloops should tell their own representatives that they do not 
agree with them and have it ironed out there first and then if they want to 
review the matter, they can do so. 


Mr. Fuuitron: What is the opinion of management on the question of the 
hours shown on the running schedule? 


Mr. Gorpon: We have agreed with the men’s representatives that this 
particular run is a reasonable one, and our western vice-president has informed 
us that it is not a factor that would affect safety. As Mr. Dingle said in his 
report, it is an agreement between the two of us. If they asked us to do that 
and we felt 1t was unreasonable in regard to safety or anything else, we would 
not have agreed and perhaps would have refused to do it, but it has been 
talked out and it has been agreed upon. 


Mr. Fuiron: Just before letting the matter go, I agree with you that it 
should be further investigated with the men’s representatives, but before 
letting 1t go, perhaps the management could give consideration to the fact that 
the Canadian Pacific Railway works their passenger crews over two subdivisions 
in similar mountain territory. It might be a factor when representations 
come from the men. | 


Mr. Gorpon: We will take note of that. Now, just to be sure there is no 
misunderstanding, our attitude at the moment is that this ruling stays, unless 
the men, through their representatives, inform us that they choose to ey 
the matter for discussion. 


Mr. Futon: If it develops that the men and their representatives are — 
in disagreement, will you abolish that procedure and allow the men to make 
representations directly? 


Mr. Gorpvon: I do not think it happens that way in unions. 
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Mr. Mutcu: If it did it would ‘be the end of the unions and the men. 
That is a practical matter I think you find will work out if you advise them 
to do that. : . 

Mr. McLure: One question, Mr. Chairman, arising out of the freight rate | 
question that Mr. Hatfield asked a few minutes ago. He said there was 
difficulty sometimes getting a rate on certain kinds of shipments or somcthing 
to that effect. Now, does a farmer coming from the west to the east get 
a special rate if he is coming back to farm in the east or vice versa? If he is 
bringing in equipment with him, does he get special rates on that? 

Mr. Gorpon: Passenger rates? 

Mr. McLure: No, immigrant rates. 

Mr. Gorpon: That is a technical tariff question that I cannot answer 
at the moment. 

_ Mr. McLure: I had a specific case last September. A fisherman from 
Prince Edward Island wanted to go to the Pacific coast to fish, and we had 
difficulty in arranging the rates. He was taking his boat, just one boat, that 
was his equipment, and when we got the rate supposedly from Montreal, the 
rate to take the boat from Hunter River, Prince Edward Island, to Vancouver 
was given as $305, which seemed a high rate. Nevertheless, the man was anxious 
to go and he was told it was really a special rate. He bought the boat and 
when he had it loaded on the flat car satisfactory to the railway authorities, 
just the day before he was going to set out, when the train was going to 
take his boat away, word came that “the figures given to you are wrong. 
You must pay $596.60.” He had bought the boat and had all arrangements 
made. He and his four sons were going to the west, and he paid the $596. 
Now, he has not been able to get any adjustment on that. The man is surely 
entitled to get at least $250 or $300 back- | 

Mr. Gorvon: Mr. McLure, I have passing over my desk every day com- 
plaints of that character and I have a system of having them investigated. 
They are thoroughly investigated and I find so often the facts given to me in 
respect of the complaint are incomplete or that they do not measure up on 
analysis. I must say to you I cannot offer any comment in regard to your 
complaint and I would have to have an opportunity for investigation. If you 
would care to send the particulars along to me I would be very glad to do that. 

Mr. McLurz: I would be very glad to get you the facts from the fisher- 
man himself. It would be better if he signed them. 

The CHAIRMAN: Shall the item carry? 

Carried. 


The next item is hotels. 

Mr. Fraser: On this item you have given the gross revenue but you do 
not give the net. The gross revenue does not mean an awful lot. 

Mr. Gorpon: You will find that information on page 6 in the statement 
headed “consolidated income account”. The net revenue from hotel operations 
over all is shown there as being $1,053,279.49. 

Mr. Fraser: Where is that? 7 

‘Mr. Gorvon: On page 6 of the report- That is the total operation for the 
- hotels—the net figure. 

Mr. Fraser: Is the figure also given for the summer lodges? 

. Mr. Gorpon: It is included. 

Mr. Fraser: It is all included? You have not got a breakdown. 

Mr. Gorpon: I have not got a breakdown in the report. I do not know 
whether it has been customary to give the figures for the individual hotels. but I 
certainly have no objection to doing so. 
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Mr. Fraspr: Perhaps you ‘could break it down ‘between the all year hotels 


7 and the summer hotels? 


Mr. Corpon: I think the best way to do would be to read the figures into the 
record. It will only take a minute. 

The Charlottetown, a loss of $14,351. bee ote : 

From now on I am reading profits. The Nova Scotian, $108,459; Pictou 


~ Lodge, $10,666; The Chateau Laurier, $415,209; The Prince Arthur, $61,019; 


Minaki Lodge, $28,900; The Fort Garry, $49,066; The Prince Edward, $20,481; 
The Bessborough, $88,358; the Macdonald, $136,396; Jasper Park Lodge, 


$149,072. : 
Those figures amount to the grand total of net profit of $1,053,279.49, which 


ties in with the figure I referred to on page 6 in the consolidated income account. 
Mr. Harrtevp: Is interest on investment charged? 
Mr. Gorpon: No, just gross revenue less operating expense and taxes. 
Mr. Fuuron: What result did you get for the Hotel Vancouver? 
Mr. Gorpon: The Hotel Vancouver is not included in this report. It is a 
joint operation, but I can give you the figures. The net operating profit for the 


~ Vancouver Hotel Company Limited was $496,629.61 out of which we paid a rental 
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of $280,000 and our share is $331,088 under the joint agreement. 

The Cuarrman: In order to complete the previous answer which you gave, 
could you give the committee the total capital cost of the hotels for which you 
gave us the composite revenue and operating costs? : 
Mr. Gorvon: In detail? 

- The Cuarrman: No, just the total. 

Mr. Gorvon: The grand total of capital invested as at December 31, 1949, 
with respect to hotels was $27,438,286. 

Mr. Murtc#: Before anyone starts to sharpen their pencils and to figure out 
the relative returns from hotels on the basis of capital invested, I think it would. 
perhaps be wise to remember that in the case of the summer hotels particularly, 
and to some degree the others, there is brought to the railway a revenue which 
is out of proportion to the net gain in the buildings themselves. I should think 
that the summer population in Jasper would bring more to the railway by coming 
and going and hauling of supplies than it does in the lodge. Unless you give the 
whole picture the comparison is meaningless. 

Mr. Gorpon: The actual figure, to save the pencil sharpeners, shows that the 
return on investment is 3-8 per cent over-all. In the light of the fact hotels are 
considered, as feeders of traffic, it is very difficult to consider that figure as the. 
assessment of the return on investment. . 

Mr. Mutcu: In other words the picture is always better than it looks. 


Mr. Gorpon: Yes. 
Mr. Fraser: What about the St. John’s hotel? You do not give a figure for 


that because you have just taken it over? 


Mr. Gorpon: Yes, we took it over on January 1, 1990. 

Mr. Fraser: What do you intend to do about that hotel? 

Mr. Gorpon: We have a program under consideration for the rehabilitation 
of that hotel. It is being held up at the moment by reason of some technical mat-— 
ters affecting the transfer of the property. : 

Mr. Fraser: It would be quite a large outlay. 

Mr. Gorpon: Yes, it would be a fair outlay but I would prefer not to give the 
figure because it might affect the negotiations in respect of the property. 
| Mr. Fraser: If Newfoundland wants to get tourists they have to have that 
hotel put into first class shape. 

Mr. Gorpon: I beg your pardon? 
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Mr. Fraser: If Newfoundland wants to get tourists in the new province they 
must have that hotel put into first class shape. It is certaimly not in that shape — 
at present? 

Mr. Gorpon:. We have made a very careful review of it and there is no doubt 
about it but a lot of work has to be done. 

Mr. Apamson: Before we leave the item I want to make a suggestion to the 
president regarding Jasper. I noticed that there was a profit of $149,000 which 
is I think rather more substantial than one would have expected. However, I 
wish to suggest to the chairman this possibility. Jasper Park in the winter at 
present has some of the finest skiing in the world but there is absolutely no 
accommodation provided by the Canadian National to take the people to those 
_ slopes. 

I speak with some knowledge having been there, and having skied there and 
in the ice fields. There is, as I say, excellent skiing—fine powdered snow and 
magnificent terrain. It is as good as any in the world. This year, from the 
city of Toronto alone, four special parties were made up, taking several cars or 
separate accommodation on the trains. Three of those parties went to Aspen 
and Sun Valley, one went to Banff, and one went by special plane over to 
Switzerland and Austria. Now the summer season for these resort hotels is 
extremely short but it has been found, both in the United States and on the 
continent of Europe, that the winter season can become as profitable as the 
summer season. 

I want to suggest to the president that he at least investigate the possibility 
of establishing facilities for winter tourists at Jasper Park. I realize that Jasper 
Lodge is iself out of the ski belt and construction would probably have to be 
undertaken in Tonquin Valley, Marble Valley, or up the Athabaska river; but 
the demand is there. If you had accommodation I am quite satisfied that the 
business would be profitable. It has proved so. From the figures I have given 
you for Toronto alone you can see that our people are going to Europe and to 
the United States simply because they have not got accommodation in our own 
country. I do hope, Mr. Gordon, that you will look into this because I think you 
are missing one of the greatest bets that exist in Canada today as far as the 
tourist business is concerned. 

The lack of snow here in the Laurentians was estimated, I think, to cost 
$2,000,000 a month. There certainly was no lack of snow, and there never was 
any lack of snow in the Rockies. The skiing is assured. 

I feel that there is a tremendous market there if you are prepared to go in 
and build the facilities which are necessary. I hope during the next year a real 
survey of this will be made because I think you are missing a source of 
considerable revenue. 

Mr. Gorpon: Thank you, Mr. Adamson. I am interested in any construc- 
tive suggestion which will mean the provision of service which can be rendered 
on an economic basis and where we can make some money. However, I must 
say that I cannot refrain from making this comment, and I hope I do not sound 
querulous in so doing. I take it to be my job to get this railway to a position 
where it can be run and operated to make a decent return and to the point where 
we get results which measure up to the effort. However, all the suggestions 
I have had so far are aimed at spending money. I am, personally, not afraid 
to spend money if the expenditures, following proper investigation, indicate 
that we can make a decent return. I think your whole propostion will have to 
be conditioned to that test. 

Mr. Apamson: I am merely asking you to make a survey. 


_ Mr. Gorpon: I appreciate your suggestion and I recognize that it is a con- 
structive one but-I warn you of the sort of test that will be applied. ; 


The CuarrMan: Shall the item carry? 
Carried. 
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‘Mr. Fraser: Before you go to the next item, may we have answered the 
questions which were asked this morning. I believe Mr. Dingle now has the 
information. 


Mr. Dinetu: There was one question Mr, Fraser asked with respect to the 
new Bonaventure sheds as to whether they had a sprinkler system. I can tell] 
him now that there is an up to date, modern sprinkler system throughout the 
entire layout—both sheds and platforms. The buildings, as I said this morning, 
are fireproof. In addition there are fire doors which divide the sheds into 400 
foot sections. | 


The Cuatrman: I wonder if the rest of the answers might stand until we 
clean up these further matters in the report. We have only four more headings. 
Shall the item “telegraphs” carry? 


Carried. 
“New oil fields’? 


Mr. Fuuron: I wonder if we could have the answer to the question asked 
yesterday regarding royalties? 


Mr. Gorpon: Shall I deal with that now? 


The Cuarrman: The president was going to consider to what extent he 
could answer the question. 


_. Mr. Gorpon: Well, I have considered the question and it seems to me that 
it 1s a matter of policy. We must remember that this is a contract which was let 
aiter applying for tenders from all interested oil companies. To reveal the nature 
of the successful tender would be to reveal the private business of that company. 
I question, Mr. Chairman, very much if it is in order that through this committee 
competitors of that company should be put in possession of information as to the 
conditions under which they successfully tendered. There may be other tenders of 
that character and it would not, in my opinion, be a wise policy to make informa- 
tion of that nature generally available through the medium of this committee. 
Now, there is no particular secrecy about it; it is, on the other hand, a question of 
policy. If you still feel we should give you this information, and the committee 
so directs through you, Mr. Chairman, we will of course produce it. In the mean- 
time may I suggest that if the member interested, Mr. Fulton, would like me 
to I will be pleased to make it available to him privately. But as I say, I do 
not think it would be good business to make the information public through a 
statement on this matter before this committee. 


Hon. Mr. Cumvrerer: Well, Mr. Chairman, as far back as I can remember 


it has always been the policy of this committee to give as much information as 


possible, but when an officer of the Canadian National Railways makes the sug- 
gestion or gives it as his opinion that it might not be desirable to give out certain 
information, it has been my understanding always that such information was not 
made public; that in the past the committee has always followed the advice of 
the officers of the railway. 


Mr. Futton: That brings us right back to the point I raised yesterday. If 
the information is of such a nature that it would be an advantage to a competitor 
of the railway then the president might quite probably recommend or refuse to 
produce such information as a matter of policy. In this case it is not a matter 
which affects the railway or its competitors and therefore, I submit, the principle 
does not apply. In this case we have the offer for sale of certain mineral rights 
with respect to which a number of ore companies submit bids or tenders. I do 
not think making the information available to us would affect anybody seriously; 
certainly the unsuccessful companies would know fairly well what their bid was, 
and could figure out what the bid of the successful tenderer must have been. 
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Mr. Gorpon: But they do not know the actual terms of the successful tenderer 
and that might quite easily have an influence on the business of that particular 
company and it might have an effect on future operations of that character as they 
relate to this railway. } 

~~ The Cuarrman: Mr. Fulton, would you care to take advantage of the sug- 
eestion made by Mr. Gordon, that he would convey certain information to you 
personally; and if after that discussion you feel that you require further informa- 
tion you could then again bring the matter up. 

Mr. Fuuron: I was just. going to say with respect to or in answer to your 
suggestion, Mr. Chairman, that it seems to me it is a case where a capital asset 
is being disposed of. I am afraid there are all sorts of questions which would 
develop from that, many of which we might expect to be ruled out. We cannot 
understand it without going into the situation generally, the percentage of royal- 
ties and that sort of thing. Then, too, I take it, from reading the report, that 
arrangements have been completed. The report says: 

_ “The railway has retained title to the mineral rights in respect of 3,000,000 
acres of lands in Saskatchewan and recently completed arrangements for leasing 
the exploration and development rights on a rental and royalty basis.”; so we 
will take it that the whole thing is now complete. 


The CHatrmMan: Well, then, Mr. Fulton, in order to finalize the matter, 
how would this suggestion appeal to you? That you write out a motion clearly 
indicating the information for which you ask. We will leave it on the table 
for half a day to give every member of the committee an opportunity to consider 
the matter in his own mind, and also give Mr. Gordon an opportunity to see 
how far he can go in meeting your request. I think that we would only, perhaps, 
be losing valuable time by any further discussion now. ‘ 

Mr. Fuuron: I have just been advised that Alberta is also involved from 
the standpoint of the successful tenderer. I will do that. 

The Cuarrman: Thank you. . 

Mr. Fouuwewu: Following that point up, does the Canadian National 
control or own certain lands in other provinces with respect to mineral rights? 

Mr. Gorvon: I think not, but I would like to be sure about it. If there 
is anything more it would be very small. | 

Mr. Harrrep: They used to be shown in the financial statement of the road 
as assets of the railway; do you still show them as that? | 

Mr. Gorpon: Just the mineral rights. 

Mr. Harrietp: Just the mineral rights? 

Mr. Gorvon: We have always had the mineral rights. We carried that land 
as an asset so long as we had any land, but when we sold our land we ruled the 
asset out, Those mineral rights at that time were considered not valuable. The 
land has been sold for quite a number of years now. 

Mr. Hartrretp: Do you lease these mineral rights to one company or to 
dozens of companies? 

Mr. Gorpon: We offer the mineral rights for sale by tender and any oil 
company in Canada can put in a bid, and the rights are usually sold to the 
highest or successful tenderer. The actual number of acres involved is 3,146,249. 


Mr. Fuutron: That asset would not be carried at a nominal dollar? 


Mr. Gorpvon: No, we did not value our mineral rights at all. We still do 
not know what they are worth, or that they are worth anything; they are not 
worth anything unless or until oil is found on the land. ye 

Mr. Fraser: Is there any reason why this committee should not know th 
name of the oil company? 


ST Pe er, 
We 2 eT oF 
a Te = 

J ai 


ae ee RAILWAYS AND SHIPPING Puen eh: 


The CuHarrmMAn: Mr. Fulton has adopted the suggestion of the chair and will 
draft a motion which he will lay on, the table and then we can all see and 
consider it. 


Mr. Apamson: Just on ne point, Mr. Chairman, I want to say that I 
support Mr. Fulton in his request because it involves public funds. I think it 
is the duty of this committee to find out how mineral rights belonging to the people 
of Canada were disposed of. 


The CuarrMan: That is the motion which is now before the chair and there 
will be a full opportunity to discuss it. 

Assisting development is next. 

Carried. 

Colonization and agriculture: 

Carried. 

Research laboratory: 

Carried. 

Mr. Fraser: On this question of agriculture and colonization, have you an 
agent in the United Kingdom? 

Mr. Gorpon: Yes, and on the Continent. We have an agent there who travels 
from place to place. 


Mr. Foutweiit: May I ask Mr. Gordon the policy with respect to vacant 
farmlands? Are there any vacant farmlands owned by the Canadian National? 


Mr. Gorpon: In some cases, yes. But it does not necessarily mean that we 
own the farmland, what we are trying to do is to get the farmers located on — 
farmland adjacent to our lines. 


Mr. Fotuweu: I am trying to get some information about where the farm- 
land owned by the Canadian National 1s, and whether when it is offered to the 
public it is offered at a reasonnable price; is that right? 

Mr. Gorpon: We have been disposing of farmlands as a matter of managerial 
policy for many years. We try to sell them at the market price. We have an 
efficient real estate department which looks after that; and in dealing with 
settlers we have in mind making it as attractive as possible: but we do have an 
eye on the market price. 


Mr. Hatrietp: I would like to ask if the Canadian National Railways do 
any research along industrial lines? . 

Mr. Gorpon: Yes, the traffic department also has the matter in hand. 
Research and Development are trying more specifically to investigate the possi- 
bilities of establishing industry at points adjacent to our lines, and they are doing 
very good work in that respect. 

Mr. Apamson: When you are placing nak for new equipment do you 
write your own specifications, or do you follow American standards? I under- 
ee: that generally you follow the accepted engineering standards. 


Gorpon: In most cases I believe that is right. We write our own 
iat although we naturally have in mind more or less standard speci- 
fications and standard equipment. 


The CHAIRMAN: Carried. Now, gentlemen, our next item is the budget. 


Mr. Futon: Should we not wait until we have received all the other 
statements which have been asked for? 


The CuarrMan: I thought that the general feeling of the committee was 
that we would consider them in relation to the various headings in the budget 
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items, and if, after we have dealt with the budget, any items are found, or 
any point is found which has been overlooked, Mr. Fulton, we will certainly 
allow questions. 

It is now 6 o’clock and I think it is rather apparent from the comments of, 
the meeting that a majority would like to sit tonight. I believe, however, a 
minority feel that it would not be fair to have to do that. I suggest we do not 
meet tonight but that in our work tomorrow and in our future sittings members 
should be content to ask questions in regard to specific items which happen 
to be before us. I think we should go around the table and permit every member 
to have an opportunity to clear up his first questions before he is interrupted. | 
I believe that would save a lot of time. 


The committee adjourned to meet again tomorrow, March 20, 1950, at 
11 a.m. 
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MINUTES OF PROCEEDINGS 


| Wepnespay, March 29, 1950. 
The Sessional Committee on Railways and Shipping Owned, Operated and 


_ Controlled by the Government met at 11 o’clock a.m., the Chairman, Mr. Hughes 


Cleaver, presiding. 


Members present: Messrs. Adamson, Bourget, Carter, Cavers, Chevrier, 
Cleaver, Follwell, Fraser, Fulton, George, Gillis, Hatfield, Healy, Helme, James, 
Knight, Macdonald (Edmonton East), McCulloch, McLure, Mott, Mutch, 
Pouliot, Thomas. 


In attendance: Mr. Donald Gordon, C.M.G., LL.D., Chairman and 
President, Mr. & F. Dingle, Vice-President, and Mr. T. H. Cooper, Vice- 
President and Comptroller, Canadian National Railways; Mr. J. C. Lessard, 
Deputy Minister of Transport. | 


. The Committee resumed consideration of the annual report of the Canadian 
National Railways for the year 1949. : 


Examination of Messrs. Gordon, Dingle and Cooper was continued. 
The annual report of the Canadian National Railways was adopted. 


At 1 o’clock p.m. the Committee adjourned until 4 o’clock p.m. this day. 


AFTERNOON SITTING 


The Committee resumed at 4 o’clock p.m., the Chairman, Mr. Cleaver, 
presiding. 


Members present: Messrs. Adamson, Bourget, Carter, Cavers, Chevrier, 


- Cleaver, Follwell, Fraser, Fulton, George, Gillis, Hatfield, Healy, Helme, James, 


Knight, Macdonald (Hdmonton East), McCulloch, McLure, Mott, Mutch, 
Pouliot, Thomas. 


Mr. Cooper tabled a statement respecting the nature and purpose of the 
Canadian National Securities Trust, which is printed as Appendix A to this day’s 
minutes of proceedings and evidence. 


The Committee proceeded to consideration of the Budget of the Canadian 
National Railways for the year 1950. 


Examination of Messrs. Gordon, Dingle and Cooper was continued. 
The Budget of the Canadian National Railways was adopted. 
At 6 o’clock p.m. the Committee adjourned until Thursday, March 30, 


at 11 o’clock a.m. 


A. L. BURGESS, 
Clerk of the Committee. 
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Any questions on assets and liabilities? 

Mr. Fuiron: Where is the figure for the oil rights carried, or is it carried 
this year? You told us it had not been carried in the past. Is there anything 
on that in this year’s balance sheet? ak 

Mr. Gorpon: Nothing in 1949. 

: Mr. Fuuron: Is it intended to include the item for that in subsequent balance . 
sheets? 

Mr. Cooprr: It will be in the income account ; that is to say, we will receive 
certain payments under the arrangement and they will appear in our income 
statement rather than in our balance sheet. 

Mr. Futon: Could you give us a general account of the increase in mis- 
cellaneous physical property? I see it has gone up this year as compared with 
last year judging from a very quick survey of the previous year’s operations. The 
item is miscellaneous physical property. That item appears to ‘be going up $2 
million a year. What sort of property does that cover? 

Mr. Cooper: That account, Mr. Fulton, carries our investments in non- 
transportation property. The principal items in this balance sheet account are 
the costs of the International Aviation Building in Montreal, which at December, 
1949, amounted to $3,977,000; it also includes the investment in the Vancouver — 
Hotel, $11,666,000; investment in Canadian National Hotels, $27,438,000; sub- 
sidiary companies, $14,670,000; and grain elevators and warehouses, $3,945,000. 
Those are the principal items. The increase during the year is very largely in 
connection with the construction of the International Aviation Building at 
Montreal. 3 

Mr. Futton: Thank you. 

The Cuatrman: Any further questions on assets and liabilities? 

_ Mr. Fuuron: Mr. Chairman, the total assets are shown to be in the neigh- 
bourhood of $24 billion. I would like to ask Mr. Gordon whether the interest- 
bearing debt of $1-3 billions or approximately one-half of the total assets is con- 
sidered high in comparison with other companies, say other normal companies. 

Mr. Gorpon: I think Mr. Cooper could handle that question better than I 
can. | 

Mr. Cooper: Are you thinking in terms of percentage relationship to total 
capital, Mr. Fulton? | 

Mr. Fuutron: Yes. 3 

Mr. Cooprr: At the end of 1948, the percentage of total capital represented 
by funded debt for us was 63-3 and for the United States railroads was 95°3. I 
have comparable figures for 1945, including the Canadian Pacific railway: For 
the Canadian National, it was 61-8, for the Canadian Pacific, 45-2, for the United 
_ States railroads, as a group, 55-3. 

Mr. Fuuron: The Canadian National in 1945 was 61-8? 

Mr. Cooprr: 61-8, yes. . 

Mr. Fuuron: Do you take the American figures as more or less normal? 

Mr. Coorrr: Well, they represent the average of the United States railroads 
as a group, and I think it is indicative of the situation in the United States 
generally. 

Mr. Futron: And yours, from 1945 to 1948, has gone up approximately 5 per 
cent, -when you said yours is now at 63-3 and the corresponding figure for the 
American railroads was still 55-3 in 1948? 

Mr. Coopzr: That is correct. } 

Mr. Fuuron: So that your is 8 per cent higher than theirs? 

Mr. Coorrr: Yes. | 
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Mr. Fuuton: Is that considered of itself sufficient to completely distort the 
picture as to the effect on the earnings of the Canadian National Railways? 

Mr. Cooprr: We think, sir, that the proper comparison should be the amount 
of fixed charges in comparison with the earning power of the railway. That is 
to say, we would express our fixed charges as a percentage of gross earnings, and 
we would make our comparisons on that basis. I will give you now the average 
ratio over the period from 1923 to 1947,—for the Canadian National Railways, 
the relationship of fixed charges to gross operating revenue was 18-46 per cent; 


for the Canadian Pacific Railway it was 9-87 per cent; and for the Class I rail- 


roads of the United States, 10-98 per cent. From that you will see that the ratio 
of the Canadian National runs about twice that of either the Canadian Pacific 
or the American railroads. 

Mr. Fuuron:. Yes, thank you. Can you tell us how much the figure for 
investments in property—that is the item in the balance sheet under assets, the 
first general item—has increased over the last ten years, and since 1923, when 
I believe the system was consolidated? That is, how much have your physical 
assets been increased over those two periods? 

Mr. Cooper: Our investment expenditures in the period 1923 to 1947, 


amounted to $707,556,744. This includes investments in road and equipment, 


et cetera, and investments in affiliated companies. 

Mr. Fuuron: So that, from 1923 to date, your investment expenditure 
amounted to $700 million odd. Does your balance sheet reveal the cost or are 
your figures of capital assets in accordance with the increase in value? 

Mr. Cooprr: At cost. We do not change it because of changes in the price 
level. It represents the additional capital investment. 

The Cuatrman: I wonder, Mr. Fulton, if the answer you want is not this: 


would you give us, Mr. Cooper, the figure in your 1923 financial statement 


comparable to the investment and assets figure in the statement now before us 
of $2,186,133,737? 


Mr. Fuuron: I think it should be taken as the figure of $2,264,000,000, 


because there are investments in other companies included there. 


Mr. Cooprr: I have a statement here which shows what it was at the end of 
1922: it was $1,502,552,672, and at the end of 1947, is $2,009,365,828. That is the 
first figure on the assets side of the balance sheet i.e. investment in road and 
equipment. 


The Cuarrman: Mr. Fulton has asked for the offsetting figure comparable 


with the present figure of $2,264,000,000. 


Mr. Cooprr: I am sorry, but I do not have a balance sheet for 1923 here. 


Mr. Fuuron: You are still carrying though your original investment repre- 
sented by road and equipment property and such other investments as you had in 


« 


allowed for any increase in actual value of these properties. 
Mr. Cooprr: No increase due to variation in the price level. There was a 


general in 1923 at the same figures as they appeared in 1923. You have not 


certain amount of writing down in 1987 as the result of the Capital Revision Act. 


I wonder if I may put this small statement on the record. 
Mr. Gorpon: I will read that statement in connection with it: 


Investment in road and equipment as it appears in the balance sheet — 


is presumed to represent original cost. In accepting the figures at their 
face value, however, one would have to take a great deal for granted. 
This railroad goes back to the beginning of railroading .in Canada more 
than one hundred years ago. There have been hundreds of separate 
companies which have been organized, built their lines, operated them for 


f 
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‘a while and then ceased to exist, their properties passing by purchase, 
amalgamation or otherwise. Their accounting was not under regulatory 
authority. It followed the judgment of the accountants or the policy of 
the owners. On transmission the investment account often was deter- 
mined by the par value of the securities issued in exchange. All one 
can claim then for the present ledger figures is that they are historical costs 
recorded by many persons under different accounting. theories, in many 
different books, over a long period of time. | 


; 


The CuarrMAN: What about depreciation, Mr. Gordon, over the period? 
Are you carrying those figures at the original amounts without any depreciation 
write-off? 

Mr. Cooppr: We have the amount accrued as depreciation, on the liability 
side of the balance sheet. 

The CuHairMAN: Where is that? 

Mr. Gorpon: You will find it under reserves and unadjusted credits. 

Mr. Fuuron: The point I want to establish is—unless it has been modified by 
that statement—that there has been no increase in capital valuation of your 
assets from the time you took them over and fixed the value except for subse- 
quent capital expenditures, which you have made. j ; 

Mr. Gorvon: I think I see your point, Mr. Fulton. The figures shown on 
this balance sheet are the historical figures only. To get an up to date valuation 
of the property would be almost a superhuman job. 

Mr. Fuuron: I do not want to transgress on the ruling that has been made, 
and I do not think this question will do that, but will it be necessary, or is it 
contemplated in your brief before the royal commission to make a survey of 
the actual values of your capital assets? | 

Mr. Gorpon: Not on the submission as it stands. It will depend in due 
course whether the argument leads to a conclusion that the Canadian National 
becomes a base for making rates in this country. 


Mr. Fuuton: But not otherwise? 
Mr. Gorpvon: I see no reason for it otherwise. 


Mr. Fuuron: Can you tell me the practice, and I am genuinely asking for 
information here, of other comparable railroad companies? 

Mr. Gorpvon: Before you ask that may I just add something which Mr. 
Cooper suggests to me. There would be another reason—if a decision were 
made in respect of depreciation accounting along the lines now being considered 
by the commission. 

Mr. Fuuron: Can you tell the practice in other comparable railroad com- 
panies? Do they make periodic adjustments of the figure at which the assets 
are carried? 

Mr. Coorer: They are carried on the basis of historical cost. 


Mr. Gorvon: There have been some pretty widespread revisions through 
bankruptcy and other reasons. I am speaking there of companies in the United 
States and it was particularly true during the 1930’s. . 

Mr. Cooper: And the. 1940’s. 

Mr. Fuuron: Coming to the figures on the liability side, you have contingent: 
liabilities entered but no figures shown. Again I am genuinely asking for infor- 
mation, would it not be more realistic to show contingent liability at some 
figure, for balance sheet purposes? 


Mr. Gorvon: If you will turn to page 23 you will see that we have a state- 
ment there in regard to contingent liabilities. 
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Mr. Futron: I see that but I notice in most cases, or at least in one case 
the liability is several and not joint and it could be calculated with some accur- 
acy, but you have not got it at any figure on the balance sheet. I wonder if it 


- would not be more realistic if you had some figure on the balance sheet itself? 


Mr. Cooprer: No, sir. I do not think that is possible. It is not possible 
to compute the contingent liability and express it as a figure. The contingency 
is so indeterminate that I do not believe it can be resolved and computed as 
a figure and stated on the balance sheet. 

Mr. Futon: For instance, you have under the Toledo Terminal Railroad 
Company, on page 22, a liability assumed of $5,800,000 in respect of first mort- 
gage bonds. Would not that be classified as funded debt, and, although the 
liability may be contingent, could you not assess a figure for it and put it in 


the balance sheet? 


Mr. Cooprr: If I were assessing the liability which we may actually have 
to meet under that particular obligation I would say that it was zero; it is so 
remote that the C.N.R. will never be called upon under that guarantee. 

Mr. Fuiron: Does that apply to all contingent liabilities? 

Mr. Cooper: I would not say all of them. Take the bottom one, the Cana- 
dian National pension plan. We say there that we are not accruing for 
pensions for people presently in service. That would be a very sizable figure, 
but it is not one that can be accurately computed or one which would be 
especially informative if it could be computed. 

Mr. Poutior: This is like a fireside chat. 

Mr. Cooprr: I thought you were going to say a fire aatheuk heat. 

Mr. Fraser: Without the fire. 


Mr. Fuuton: Can you tell us the figure at which Canadian National steam- — 
ships on the British Columbia coast are carried? 

Mr. Cooprr: You want the investment figure at which they are carried? 

Hon. Mr. Cxurvrrer: That figure is in the accounts of the railway, it it not? 

Mr. Cooprr: At the end of 1949 the figure was $4 279,673.60. 

Mr. Fuuron: I will not object if the chairman says that I should ask this 
next question under either expenses or under the budget, but I will indicate 
the question now. I understand that new regulations are contemplated or are 
actually in the course of preparation as a result of the Noronic fire. I understand 


they will involve very considerable expense if they are put into effect on all 


steamships. Have you any figure for the cost of complying with those regulations, 
or have you been able to make an estimate? 

Hon. Mr. Cuevrier: Perhaps I can give some reply to that. Following 
the Noronic disaster I made a statement in the House that we would carry out 


- the recommendations of the Kellock Commission and proposedi regulations were 


immediately enacted by the Board of Steamship Inspection to put the recommen- 
dations in to effect. The proposed regulations were sent to all operators on the east 
coast and the west coast and in the Great Lakes area. It was indicated to them 
that these were regulations which would meet with the recommendations of the 
Kellock Commission and they were asked for their reactions. The three groups 
came to Ottawa and made representations indicating that to put all these regula- 
tions into effect would be a tremendously costly thing. It would in fact put some 
steamship companies out of business entirely. While we have not yet arrived at 
a conclusion we are very much impressed—I am at least—by the counter-pro- 
posals that have been made by the operators. I think it will boil down to this. 
In the amendments to the Canada Shipping Act which will be made at this session 


_ we are bringing into pane the provisions of the Safety of Life at Sea Convention. 
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If we can get the operators on the east coast, the west coast, and on the Great 
- Lakes to abide by that convention I think we will, in a large part, meet the 
recommendations of the Kellock Commission although it will not wholly meet 
them. If we are able to do that I think we will have gained a great distance in 
substantially strengthening the effect of the regulations on all our ships, in order 
to avoid a catastrophe such as we had at Toronto on the Noronic. 

Mr. Fuuron: I take it from your answer to the question that the expense 
of complying with the new regulations will not be as great as for complying with 
the original suggestions or recommendations? 5 

Hon. Mr. Curvrrer: No, but it will be quite a substantial cost and the 
proposals have been objected to to some extent by the operators. I think, 
however, that we will be able to get agreement by all sides on the submissions 
that we will bring forward under the Canada Shipping Act amendment. | 

Mr. Fuuron: Have the negotiations proceeded far enough to enable a 
company such as the Canadian National to estimate what it will cost for its 
ships? 

Hon. Mr. Cuervrter: No, I do not think so. 

Mr. Fraser: The reason that they object is because of the fact that most 
of the ships are of ancient vintage? 

Hon. Mr. Curverer: The point is that in the past in all countries new. 
regulations have applied only to new ships and they have not been made retro- 
active. The Kellock Commission recommendation is to the effect that the regu- 
lations should be made retroactive. : 

Mr. Fraser: It would take them all in. 

Hon. Mr. Curvrier: Yes. For instance, in the cases of present ships like 
some which C.8.L. operate on the Saguenay in the summer months, and it would 
also apply to some operating on the west coast, the installation of steel bulk- 
heads and so on would be a tremendously costly matter. It would mean that 
some of the ships would have to be scrapped entirely. I think we will hawe to 
temper justice with common sense and try to reach a conclusion that will meet, 
as far as possible, the recommendations of the commission, but still allow those 
ships to operate. We have a middle way if we can get the operators to abide by 
the International Safety of Life at Sea Convention. 

Mr. Fraser: If you have another disaster you will have to have more 
regulations. . . | 

Hon. Mr. Cuevrier: We hope that we will not have a disaster. The point 
is that we may have to decide between the regulations I mention and more drastic » 
regulations which would put some people out of business entirely. | 

Mr. Futton: And deprive others of service. ; 


Hon. Mr. Curvrter: Yes. I know of one instance on the coast where, if a _ 
ship is put out of business, there will be thousands of people who will not 
receive service at all. I am afraid that with reference to that particular route 
we will have to make an exception to the recommendations of the Kellock 
Commission. However, I think that when’ we have the Canada Shipping Act | 
before the House it will be in such shape that it will commend itself to most 
members. We have given it very careful study. } 


Mr. Apamson: Have C.8.L. ships stopped operating on the upper lakes? 


_ Hon. Mr. Cuevrier: I think they have just one or two ships—oh, I am 
informed that there are none left on the Great Lakes. | 


Mr. ApaAmson: They now have a purely lower St. Lawrence service? 
Hon. Mr. CHrvrigr: Yes. 
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Mr. McLurs: If the regulations went into effect in our province we would 
not have any communication with the mainland. 


Hon. Mr. CHrvrier: Perhaps you had better convince your friend ie 
Peterborough. 

Mr. Fraser: I am thinking of the safety of the pecele 

Hon. Mr. Cuevrier: That is very much in our minds too. 

Mr. Hatrietp: What does temporary cash investment consist of? 

Mr. Gorpon: What was the question? 

The CHarrMAN: What does temporary cash investment consist of? 

Mr. Cooprr: There are two items in this balance sheet account. On the 


liability side of the balance sheet under reserves and unadjusted credits there 


is a reserve entitled “accrued amortization of defence projects,” $3,183,007.34. 
Funds against that reserve are carried in this particular account. The other 
item is an amount of $2,730,000 which represents bonds which were carried 
in the deferred maintenance fund during the year. When a portion of the fund 
was transferred to operating expense the bonds were released from the deferred 
maintenance fund (which is carried back into the investment group) and moved 
down to “Temporary cash investments.” 
- The CuHatrman: Are there any further questions? 

Mr. Fuuron: I have just one more question in regard to the west coast ° 
steamships. Can you give us the breakdown there? All you have is a figure 
showing the total income, but can you say whether the service operated at a 
profit or.a loss and, if so, what is the figure? 


Mr. Gorpon: The over-all operations of the Canadian National Steamships 
Pacific Coast Services showed a loss of $232,011.52 


Mr. Fuuron: I was going to ask what the anticipation for this year is, but — 
I will leave that until we get to the budget. 7 


Mr. Fraser: What do you mean by defence projects? 


Mr. Cooper: During the war a number of facilities were constructed at 
different points—tracks into war plants and things of*that sort—and we anti- 
cipated that at the end of the war there would be no particular use for those 
facilities and we would have to write them off. This reserve was established for 
that purpose. We found that subsequent to the war there was a need for those 
facilities and they have been continued in use. 


Mr. Fraser: They are being used? 


Mr. Cooper: Yes. The lowering of business activity since the war minde 
was anticipated has not taken place. 

The CHAtrMAN: Mr. Pouliot, would you speak a little louder, please. You 
cannot be heard up here. 

Mr. Pouttiot: So nice of you to call my attention to it. I will speak louder. 
I was asking Mr. Cooper about interest and these bank accounts, and I wanted 
to know whether these funds were carried in current accounts or savings 
accounts? 


Mr. Cooprr: Not in savings accounts. They are carried in current accounts. 
Take the first item there under current assets, cash, $20,126,213.87—do you see 
that there? 


Mr. Pouttor: Yes, what is the difference between cash and temporary cash? 


Mr. Cooper: Temporary cash investments pepe securities which are 
negotiable. 


Mr. Frasser: Of what are they made up? 
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| Mr. Coorrr: They are deposits or funds which have been earmarked for 
- payments such as bond interest, or for, the purchase of equipment; and things of 
that kind. | 

Mr. Poutior: How many bank accounts have you in all for the system? 

Mr. Cooprr: I would say that we have altogether some hundreds of different 
accounts in Canada, the United States, Great Britain and elsewhere. 

Mr. Poutiot: In any event you have many accounts? 

Mr. Cooper: Yes. 

Mr. Fraser: In that item of temporary cash investments, is that really cash 
that is shown there or bonds to that amount? Because if you put them in that 
form in your account it would be a little misleading. 

Mr. Apamson: I would like to ask Mr. Cooper— 

The CuairMAN: You might permit Mr. Cooper to answer the question. 

Mr. ApAmson: Oh yes, I am sorry. 

Mr. Fraser: I think to show that as cash there is wrong. 

Mr. Cooper: You mean it would indicate— . 

Mr. Fraser: Temporary cash investments. I think the word “cash” there is 
wrong and misleading in a statement of that kind. : 
Mr. Coopsr: I would not. be inclined to agree that it is misleading. All of 
this money is invested in Dominion of Canada 3 per cent bonds. 

Mr. Fraser: But it is a temporary investment and might be in equipment 
trust and that sort of thing. 

Mr. Gorpon: Oh, no; that is all in bonds. 

Mr.. Fraser: That is all bonds in it? 

Mr. Gorpon: Yes. 

i Mr. Coorrer: The caption is in accordance with the usual railroad termin- 
ology. 

Mr. Gorpon: In other words it would be quite easy to dispose of the bonds 
and get the cash. You see, as we set aside a certain reserve for this purpose out 
of operating revenue we invest that amount in Dominion of Canada bonds in 
order to get an interest return on that money which would otherwise be idle. 

Mr. Poutror: And you get more for it that way than you would if you held 
it as cash? 

Mr. Gorpon: Quite so. 

Mr. Hatrietp: But what happened; how did you get bonds back to that 
amount? | 

Mr. Cooprr: As regards these war plants, we anticipated that we would have 
a loss at the end of the war if we then had to write them off and we established 
a reserve against that loss. We invested the funds representing that reserve in 
securities of the Dominion of Canada, 3 per cent bonds; and that is what you 
see here. It has nothing to do with the investment in the physical property. 
Investment in physical property is carried under road and equipment property, 
which is the first item of that table. 


Mr. Gorpon: I think I see what you mean, Mr. Hatfield. It is a very simple 
matter. The real point is that during the war we took a certain number of millions 
of dollars out of our revenue and set that aside as a cash reserve against 
future needs, and that cash reserve in turn was invested in Dominion of Canada 
bonds and is ready whenever we need it. 


Mr. Apamson: I want to ask Mr. Cooper to go back to the question of 
maturity of stocks shown there on the liability side, an item of roughly $5,000,000, 
and more particularly to the 5,000,000 shares of no par value capital stock of the 
Canadian National Railways security trust shown at $378,000,000. . 
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Hon. Mr. (lara. We will deal with that when we come to the matter of 
the security trust. 

Mr. Apamson: I want to get some clarification as to that situation. I want 
to know something about this method of financing the security trust. How do we 
get this item on the liability side of the security trust? Yesterday I think you 
said the security trust was kept separate. 

The CuairMANn: Mr. Adamson, I wonder if you would mind waiting. We 
will have to deal separately with the report on the security trust and I think’ 
it would be much more orderly if we deferred questions on the security trust 


until we are dealing with that report. 


Mr. Apamson: Yes, I agree with you, Mr. Chairman, but I thought the 
comptroller might be prepared to give a short general answer to my question. 

Mr. Coorrer: I wonder whether it would be satisfactory if I were to file 
a statement, Mr. Adamson, so it could be included in the proceedings of this 
meeting. 


Mr. ADAMSON: Yes. 
Mr. Cooprr: On the other hand, if you wish— 


The Cuarrman: No; he said, yes. It will be entered in the record of today’s 
proceedings. 
(See Appendix “A” ) 


Hon. Mr. Cuevrier: In the meantime I will arrange to have copies made 
for distribution to members of the committee for their Giicdiee use. 


Mr. Fuutron: That will be very helpful. I have two other questions, Mr. 
Chairman. The first is this: Is there an item in the budget for pensions and 
so on? If so I will defer my question on that. 


Mr. Coorrr: There will be an item for pensions in the 1950 budget. 


Mr. Fuuron: Then, the other question is this: In last year’s balance sheet 
“other assets at cost’? were given at $17,856,000 odd and this year the same 
item is shown as being $4,010,000 odd; can you tell us what disposal was made 
of the items included in the difference between these two entries for last year 
and this year? 

Mr. Cooper: What items are you speaking of? 

Mr. Fuuron: Last year’s balance sheet, the consolidated balance sheet at 
December 31st, 1948, shows the total of other assets at cost as $17,856,704.32, and 
the same item carried in this balance sheet shows $4,010,002. I wonder if you 
could tell us what disposition has been made of those other assets to reduce 
this item to the amount shown in the 1949 balance sheet. 

Mr. Cooper: There is a reduction in that account, Mr. Fulton, of $13,811,702. 
We had three trust issues. The funds which were received as a result of the 
sale of those securities were placed on deposit and withdrawn as certified invoices 
for delivered equipment where received. In 1949, $423,800 was released from 
trust series “R”; $2,805,380 from trust series “gy and $10,670,741 under trust 
series “T”’. | | 

Mr. Fuuton: I see. That would mean that the “other assets at cost” 
carried there was brought down to the amount that is shown here, and this was 
transferred to— 


_Mr. Coopsr: It was used for new equipment. 


_ Mr. Poutior: Did I understand you to say that the C.N.R. had over 200 
accounts in various banks in different: parts of Canada? 


Mr. Cooprr: Yes, I would say we had more than that. 


138 SESSIONAL COMMITTEE 


ane CHAIRMAN: We now deal with capitalization of Canadian National 
Railways: 


CAPITALIZATION OF CANADIAN NATIONAL RAILWAYS 


Balance at. Per cent 

Year 1949 3lst Dec., 1949 of Total 

Equity CAPITAL:* . ; 
Government of Canada—Proprietor’s Equity :— 

Capital Stock of Canadian National Railway 


COMM ya Live a) elevate Ae hahataa peaks MND UR Meo wteu a. 8 Shara lint No change $  18,000,000.00 
Capital Stock of The Canadian National Railways : 

DOCUMITICS WE TUSUS ax cil eluan ate Ge elie Older ee eS No change 378,518,135 .02 
Capital Expenditures by Government of Canada 

on Canadian Government Railways .......... $ 206,067.02 377,930,580.80 


$ 774,448,715.82 36.1% 


BorROWED CAPITAL: 


Pandednwebe eld “by thew PUble 234 oouhws cahestet $ 40,633,261.66 $ 624,865,919.68 
Loans from the Government of Canada .......... 16,833,663 .384 743,661,161.77 


$1,368,527,081.45 63. 9% 
$2,142,975,797.27 100.0% 


*Excluding shares of subsidiary companies held by public—$4,560,290. 


MAJOR CONTINGENT LIABILITIES 


THE Detroit & ToLepo SHORE LINE RAILROAD COMPANY: 
Assumed by Grand Trunk Western Railroad Company as joint and several guarantor by 


indorsement of principal and interest of $3,000,000 First Mortgage 4%—50 Year Gold Bonds 
due 1953. 


THe ToLepo TERMINAL RAILROAD COMPANY: 


_ Assumed by Grand Trunk Western Railroad Company in respect of $5,800,000 First 
Mortgage 43%—50 Year Gold Bonds due 1957. The guarantee is as to interest. only and is 
several and not joint. Grand Trunk Western’s proportion is 9.68%. 


CuHicaco & WESTERN INDIANA RAILROAD COMPANY: 


Assumed by Grand Trunk Western Railroad Company, pursuant to joint supplemental 
lease dated Ist July, 1902, between Grand Trunk Western Railway Company and four other 
proprietary companies. Obligation is for repayment of principal of bonds at their maturity, 
and of interest as it falls due by way of annual rentals. The Grand Trunk Western’s obligation 
is for one-fifth of the bonds issued for “common” property and the entire amount of bonds 
issued for its “exclusive” property. ‘The bonds are Consolidated Mortgage 50 Year 4% bonds 
due 1952 and the amounts outstanding at 3lst December, 1949, are:— 

lesined (for -“common™ (Property ot soe v Sas Wie Saeed pe whe oes Meee $39,973,019 .39 
Issued: tor, “ext Glusive’< property) aver doers pk Ce eee 252,535.36 


Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease 
dated Ist March, 1936, between Grand Trunk Western Railroad Company and other proprietary 
companies. Obligation is to pay as rental sinking fund payments sufficient to retire bonds at 
maturity and interest as it falls due. The Grand Trunk Western’s proportion is one-fifth 
in the absence of default of any of four other tenant companies. The bonds are First and 
Refunding Mortgage 44% Series “D” Sinking Fund Bonds due 1962 and the amount outstanding 
at 3lst December, 1949, is $14,662,000. 


C.N.R. PENSION PLAN: 


Reserves have been set up against contracts in force under the 1935 contractual plan, but 
not against pensions conditionally accruing under that plan or prior non-contractual plans. 


Mr. Apamson: Does this represent at present capitalization as to what 
amount is being written off to the owners? 

Mr. Coorrr: To the owners? 

Mr. ApAmson: Yes. 


Mr. Coorrr: This is the present position. 
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Mr. Apamson: Yes, this is the present position; and I understand the method 

of financing is for the deficit to be covered or met by the Canadian government 

each year. | 

Mr. Coorrr: The only writing-off which has taken place was the writing-off 
under the Capital Revision Act of 1937. At that.time capital stocks of the 
Grand Trunk and the Canadian Northern amounting to $262,770,000 were, 
written off. 

They were capital stocks of those two companies which, under the arbitra- 
tion proceedings, were judged to be worthless, and the Capital Revision Act of 
1937 authorized them to be taken out of our capitalization. Apart from that, 
there has been no writing down of our capital. 

Some people say that in the application of the Capital Revision Act very 
substantial amounts of capital were written off. But we say, in answer to that, 
that only the debts due to the government for interest, or advances for deficits 
were cancelled and the only true capital which was written off was the historic 
capital stock of the Grand Trunk and the Canadian Northern Railway. 

Mr. Apamson: Did you write off capital to the amount of $260,000,000? 

Mr. Coorrr: Yes. 


Mr. ApamMson: How are the annual deficits which the government pays for 


Mr. Coorrer: In our accounts? 
Mr. ApAmson: Yes. 


Mr. Cooprr: The results of the operation for the year draw down to a loss 
of $42 millions, and we receive a contribution from the government for that 
amount, so that the income account really is in balance, after the payments 
from the government have been received and applied. 


Mr. ApAMson: On your current account operations? 

Mr. Cooper: Yes. 

Mr. Apamson: Then what happens to that $42 million? Is it capitalized? 

Mr. Cooper: No. ) 

Mr. Apamson: Well, that is the figure I am trying to get at. 

The CHarrMAN: You mean that you want the total amount? 

Mr. Apamson: Yes. 

Mr. Coopmr: Since when? 

Mr. Apamson: Let us say 1930. ) 

Mr. Cooper: I shall prepare a statement and file it this afternoon uf that 
is satisfactory. | 

Mr. Apamson: Yes. But have you got any estimate of it now in existence? 

The CuamMman: Oh, Mr. Adamson, it is going to be filed, so let us leave 
it at that. 

Now, page 22. 

Mr. Fuuton: May I ask the comptroller this question: Your capitalization, 
your formal capitalization totals $2,142,975,797.27. Your capital assets, taking 
just the investments on page 20, come to a total of $2,264,408,110.55. Is it- 
correct to say, or may I put it this way that you are capitalized at less than 
the actual value of your assets? 

The CuatrMaAn: Mr. Fulton, we have already been told three or four times 
that this relates to historic figures. | ) 

Mr. Furton: Well, I am just asking Mr. Cooper. 
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Mr. Cooper: If I were making a comparison, I would take the capitalization 
at $2,142,975. 197. 27 and compare it with a capital investment of $2,186,133, 733, 
and— 

Mr. Futton: Does your Peanhalin om as it appears on page 22, represent 
any items in capital and other reserve funds, deferred maintenance funds, and 
so on? : 

Mr. Cooprr: I think the capital assets which have been acquired out of the 
total equity capital and borrowed capital would be the item of $2,186,133,737 
for investments in property and $63,478,623 for investments in affiliated com-_ 
panies. The other items are not, substantial in amount and I would not consider 
that they were capitalizable items in any event. Deferred Maintenance Fund, 
for example, is simply an amount which is off-set in the deferred maintenance 


+ LEServe. 


Mr. Fuuton: Then it is not of any particular significance that your capital- 
ization is less than the actual figure given in your capital assets? 

Mr. Cooprrer: I think your capitalization is somewhat less than the invest- 
ments and I do not see any significance in that. 

Mr. Giuuis: With respect to this itemr “Loans from the Government of 
Canada”, what amount of money per year did you pay in 1949 for interest on 
that loan? 

Mr. Coorrr: If you will be good enough to turn to page 28, you will see it 
set out there. The interest was $21,798,283.58, while the average interest rate 
was 2-91 per cent. 

Mr. Gituts: I mean on the loans from the eC ice of Canada? 

' Mr. Cooprr: That is it. 

Mr. Giuuis: Is that interest paid to the patra of Canada or is it paid 
to the banks? 

Mr. Cooper: It is paid to the government of Canada. 

Mr. Giuuts: It is paid to the government of Canada? 

Mr. Fraser: It goes into the Consolidated Revenue Fund. 

Mr. Cooper: If we had a deficit of $42 million odd the government would 
pay it to us, and when we have received it we pay back to the government the 
amount of interest we owe them. 

Mr. Giuuis: Are those loans negotiated through our national banks or 
through the chartered banks? 

Mr. Cooper: They are direct loans from the national exchequer to the 
railway company. 

Mr. Apamson: The deficit of $42 million does not really represent an oper- | 
ating deficit? | 

Mr. Cooper: No. 

Mr. Apamson: $21 million of it represents funds paid to the government 
as interest on other securities? 

Mr. Cooper: Yes. $21 million out of the $42 million is paid back to the 
government as interest. . 
Mr. Fuuron: What is the situation when you have an overall deficit which 
does not enable you to pay that $21 million of interest? I take it, in that case, 
the government does not receive it from you. Is that added to your liabilities 
to the government? 

Mr. Coorrr: No. The amount of the deficit always is inclusive of the 
amount of the interest due to the government; and when the amount of the 
deficit is paid to the railways, we are in a position to pay the government the 
interest due them. 

Mr. Futron: You mean, in a position to pay back the ipebaat 

Mr. Giuuis: You borrow $42 million and you pay half of it back? 

Mr. Coorrr: We do not borrow it. 
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Mr. Fuuron: Under the heading of “Major contingent liabilities”, have you 
been called upon in recent years to meet any of those major contingent liabilities? 
'. Mr. Cooprr: No, sir. as 

Mr. Fuuron: How long has it been since you have had to meet any of that 
type of liability? 

Mr. Cooper: I do not think we have ever been called upon under these con- 
tingent liabilities in that sense. We do have to pay to these companies some 
rent for the use of joint terminals at Chicago. But that is an operating charge 


which we would be paying in any event And it is only in the event that these 


companies failed to earn their interest, or could not meet their bonds at maturity, 
that the obligation arises. And that has not happened. 

Mr. Futron: You have not had to meet interest payments on bonds of 
this character in your recollection? 

Mr. Cooprr: No. | 

Mr. Apamson: You have not had to make payments to your subsidiaries in 
the United States to any extent comparable to what the Canadian Pacific had 
to do with regard to Chicago and Milwaukee road? 

Mr. Cooper: We did put the Central Vermont through receivership in 1929. 

Mr. Apamson: You put the Central Vermont through receivership in 1929? 

Mr. Cooper: Yes, but any reduction of Central Vermont’s capitalization 
was an inter-system affair. Bt 

Mr. Apamson: And there was no direct liability of the government of 
Canada with respect to the Central Vermont? | 

Mr. Cooper: No. The government of Canada is not responsible for any of 


the liabilities of the Central Vermont Railway. 


Mr. Apamson: Then, if it went into bankruptcy, what happens to the secur- 
ity holders, the people who hold those securities; would they lose out? 

Mr. Coorpr: The Canadian National were holding bonds of the Central 
Vermont and our investment was written down by about $11 million. 

The CHAIRMAN: Page 23: 


OPERATING REVENUES 


1949 1948 
$388,730,692 .57 $388,186,787 .20 


5,693,770 .43 5,357,071. 80 


Lp ST Ri 1 eR ree eM aeRO Do oNay Mil eet Sa aoe MAUR 
Payments under Maritime Freight Rates 
DA Ted eGo ae eh cee een son ATL (ey Redes Rey 4 


Toa RTD OVS Or OV Rae Sek Rd. pa to eed Sean les NI oe pe 43,287,240 .00 41,562,141.00 
Bageas ug had TRIM Sie He Oe At S pao on 172,490.67 159,572.60 
Pipe n san are. ee tus, en eee tea Ge ae ot head. ce 3,701,622 .63 3,161,913.80 
Paerory ance CU airy Carnes eae eee larg nie 375,759 .58 300,855.99 
Rane hs 78 Nevaston aya Maa Wl ace” qr totat a tual sataihe, ars 5,085,327.61 4,761.629.31 | 

Railway Express Agency .....:......... 320,435.56 497,817.12 
TRB TERA ee ater dCi na he Pe tr ehie we ann aad a acl 26,058,544 .00 22,912,944.07 
Otter -Rassenger-train 2)0) . ao. hte is oe ot 17,082.29 16,491.15 
Ns GL fepathe BeuBNG he Aa ANS tile Tar eV 3 RA ar 516,325.83 542,277.69 
PO INl be Une hy coe eA rir eee Dh 4,441,650.01 4,610,766 .22 
WY aber bra Ste re.. toe oiela wie Shaaehe ee ORAL We 1,408,747 .68 323,704.73 
DIMMS ANCE DO UILe Gx, weno a eins Caneel ol ese 3,008,052 .89 2,920,394.01 
RESTA TONTS ir Seb Te Ane ne SE a ie eicyans 303,175.19 304,142.58 
Station, Train, and Boat Privileges .... 397,968.33 403,824 .97 
aCe SINOOME ea ees dul an ci ee ok. Bea 79,496.85 88,340.61 
Stordge-——M rerio. af te bute te hae one tone 214,701.93 210.556 .78 
Stotawe-— Pp ageage. . aks uns etens het ace «zie 48 52,065.45 57,046.52 
DCMUTY AG idee Sek oie ef oats a eu cements 1,284,441 .36 PA OOO 
Telegraph Commissions (U.S.) .......... 9,311.94 11,748.57 
Telegraph—Commercial ................ 9,245,655 .00 7,873,598 .00 
GAA HNOV A bOL Se Vie eid oo ga e eleke 558,454.48 268,408.88 
Rents of Buildings and Other Property .... 947,628.84 889,423.43 
MBCeHaNnGOUSD tres tine ea sets tet calc cs ana ee 4,094,861 .06 2,986,310.49 
HOM aciity-—Creditt cada alahets ote wajetss 846,143.64 852,159.45 
SOUL WE LOUUEY 10 OVE tere einen in 3 sete ne 128,259 .82 118,083.18 

$500,723,386 .00 $491,269,950 .00 
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Mr. Povuiot: I find this page 23 to be most interesting. I think it justifies 
our being here. It shows “operating revenues’’, and I feel that I should complli- 
ment the officials of the railway upon the success obtained last year in spite of 
the curtailment of trains. 

I note that the first item “Freight” represents an increase in 1949 over 1948 
And I note that the “Payments under Maritime Freight Rates Act .. .” were 
more, which meant that there were more shipments from the east in 1949 than 
there were in 1948. I see that “Passengers” were more numerous in spite of bus 
competition, and that the revenue from “Passenger” was nearly $2 million more 
in 1949 than it was in 1948. And I note that the “Baggage” was greater last year | 
‘Sleeping Car; Parlor Car and Chair Car’ were much more; and “Mail” was 
much more. People evidently were writing more letters or getting more periodi- 
cals. I see that ‘Railway Express Agency” was less; but “Fixpress” was over 
$3 million more in 1949 than it was in 1948. i 

What is meant by “Other Passenger-train’, Mr. Gordon? It is the item 
just after ‘“Express’’? 

_ Mr. Coorrr: -An example of that would be the amount of revenue we get 
from the Canadian Railway News for the concession to sell este and candies 
and items of that sort. 

Mr. Povuuiot: I notice that payment for “Milk” shipments were less. “That 
will be probably on account of the curtailment of some of the trains? 

Mr. Gorpon: No, not in 1949. There was no curtailment of trains in 1949. 
The curtailment started on January 9, 1950. 

Mr. Pounior: “Switching; Water Transfers’; what is meant by water 
transfers? 

Mr. Cooper: That represents movements by water. 

Mr. Pouutor: Oh, you mean by boats? 

Mr. Cooper: Yes. 


Mr. Poutior: Then “Dining and Buffet; Restaurants”; I see that was more. 
I wonder if it was because prices were higher. or because people were eating more? 


Mr. Cooper: I think it was) 


Mr. Pouuior: And so on; and I think the result is good. And I notice some- 
thing else which appears to be very good. What is meant by “Miscellaneous” 
there, in the amount of $4,094,861.06? 3 


Mr. Coorrr: It means just what it says, “Miscellaneous”. 
Mr. Povrior: It is everything. 
Mr. Coopsr: It is everything that is not mentioned up above. | 
Mr. Giu1is: Conscience money would be in there. 
Mr. Poutior: Altogether, it was a very successful year. 
_ Mr. Fraser: Would the increase in-the item of “Passenger” be due to the 
rise In passenger rates; would not that show an increase there? 
- Mr. Gorpon: In passenger service? 
Mr. Fraser: In the passenger service you charged them more, that is to say, 
passengers fares were more. 
Mr. Gorpon: There was some increase in passenger rates. Increased rates 
on the rail side gave us an additional $3,783,000, and on express $697,000. 
, Mr. Frasrer: Then you did not carry any more passengers? 
Mr. Gorpon: There was an actual decrease of normal passenger revenue 
due to a drop of 8-25 per cent in passengers carried. 
Mr. Knicut: Does that factor apply to the first eight or nine items, that. 
there was not an actual increase in business but the larger figures result from 
an increase in prices on the business done? ) 
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Mr. Cooper: There was a decrease in business. 
Mr. Gorpon: We covered that yesterday on page 5, as to the manner in Eon 


our revenues have been affected, and the volume of Husinecs: 


Mr. Fuuron: I was going to ask you on that: can you give us He 
decline, in percentage, in volume of passengers and freight separately? 

Mr. Gorpon: The decrease in the normal freight revenue, due to a drop of 
10-74 per cent in revenue tons carried, resulted in a reduction of 6-44 per cent 
in revenue ton miles. 

Mr. Futton: And passengers? 

Mr. Gorpon: The passengers carried decreased 8-25 per cent, resulting in a 
decrease of 9-70 per cent in passenger miles. 

Mr. Futon: Is there any way in which you can nigel down or separate 
your freight operating costs from your passenger operating costs? 

Mr. Cooper: The answer is no. 

Mr. Gorpon: I have looked into that, and there has been some discussion’ 
on it, but it is quite impossible to get any realistic breakdowns on that because 
you do have overhead costs which overlap and things of that kind. We run the 
trains over the same tracks, use the same terminals, the same stations. It is 
really not possible to make a realistic breakdown. 

Mr. Futron: I appreciate that, but take the cost of operating freight trains 
themselves, which I think you could get. and compare that with the actual cost 
of operating the passenger trains, would that give you any sort of an approxi- 
mation which a layman can use? 


Mr. Gorpon: I speak as a layman, having looked at it, and I find you just 
do not get any worthwhile information out of it, it is so qualified. 

Mr. Murcu: That has come up repeatedly in this committee over the past 
ten years, and we have always had the same answer. 

Mr. Gorpon: I would like to be able to do it, but it 4 is not possible to separate 
the railway operating results in that fashion. 

Mr. McLure: Have you a breakdown of the revenue of freight for the 
different regions? The total freight revenue here is shown at $388 million. 

Mr. Gorpon: That was the same question we discussed yesterday. One of 
the members asked for a breakdown for the Atlantic region. 


Mr. McLure: Well, you have the breakdown for the maritime provinces 
because you would not be able to calculate your 20 per cent freight rate payments 
if you si not have it. 

Gorpon: As I explained yesterday, it is not possible. We have an 
Gees breakdown, but again it is misleading and meaningless, it is only a 
bookkeeping figure. You cannot break it down to show what the operating 
expenses and revenues are in a separate region. It is not possible to sort out the 
inter-related traffic that is running back and forth all the time. You do not get 
a figure that would be useful for anything, it would tend to be misleading. 

Mr. McLovre: What I am trying to find out is this. The payment under the 
Maritime Freight Rates Act last year, according to your statement, amounted to 

$5,693,770. Very well. That percentage must have been made up from the 
actual operating freight revenue for the maritime provinces. 

Hon. Mr. Cuevrier: With reference to that, Mr. McLure, the Maritime 
Freight Rates Act does not apply to traffic into the maritimes, so that the 20 per 
cent does not apply to everything. It does not apply to traffic going into the 
_ maritimes. It applies to traffic out of and within so that your point would not 

apply here, I think. 
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Mr. Fraser: I understand that the Canadian National Railways owns some 
trucking companies. Is it correct to say that you operate trucking companies? 
Is that shown in the operating revenue or is that separate? I could not find it 
any place in the statement. 

The CHarrMan: Will you let Mr. McLure finish before we go on with other 
subjects? 

Mr. McLure: I just do not understand the situation that the minister has 
explained. 

Hon. Mr. Curvrier: The 20 per cent subsidy paid by the dominion govern- 
ment to the Canadian National Railways and other lines applies only to traffic — 
moving within the preferred area and out of the preferred area, but not into the 
preferred area, so that the point that you are trying to make in order to get the 
breakdown would not apply, since the $5,693,000, which you referred to, does not 
cover traffic into the maritime regions, nor into the selected regions. Therefore, 
it is only a partial breakdown. 

The CHAIRMAN: There is one factor missing, you see, and on account of that 
missing factor, the Canadian National Railways is not in a position to give you 
the figures that you are asking for. | Nae 

Mr. McLure: I hope you do not refer to this as a subsidy. You used the 
word “subsidy.” 

Hon. Mr. Cuevrier: Preferred payment, if you wish. I do not want to get 
into an argument as to what it should be called. 

Mr. McLure: That was one mistake that was made by the royal com- 
mission. They referred to this as a subsidy and they should be put right on it. 
It is not a subsidy at all. . 

The CuarrMaN: What do you call it, Mr. McLure? 

Mr. McLure: It is actually payment of a legal debt for injustices that were 
carried out on the railway in the maritime provinces, and if you go back to 1912, 
you can see it was this way: a horizontal increase of 55 per cent was put on 
all freight rates all over Canada, but what went on in the maritimes?—92 per 
cent—and the only adjustment we are getting of that injustice is this 20 per 
cent, and we would not have that had it not been for the Andrew Rae Duncan 
Commission. It is not a subsidy nor a handout by any means. It is only pay- 


ment of a legal debt that the government owed to the maritime provinces. 

Hon. Mr. Creverier: I do not want to get into an argument with you on the 
“matter, but the estimates have always described it as a “subsidy”’. 

Mr. Murcu: The main thing is they get the money. | 

Hon. Mr. Cuevrier: If you would rather call it the difference between the 
normal tariff and the preferred tariff, I have no objection. 

Mr. Gorpon: We do not, of course, in our statement, call it a subsidy. We 
just refer to it as payment under Maritime Freight Rates Act. . 

You wanted to know our investment in trucks, Mr. Fraser? 

Mr. Fraser: You do not show in your statement of operating revenues 
anything from trucks; you might show it there, but I have not seen it. 

Mr. Gorpon: Well, it is included in our income statement. If you turn to 
page 6, you will see an item there: results of separately operated companies. 

Mr. Fraser: Can you give us a breakdown from the revenue point of view? 

Mr. Gorpon: Yes, I can, but I would like to deal with the question first. 
Included in that over-all item there are the results of separately operated prop- 
erties. Yes, we have trucking companies. Would you like to know the routes 
over which they operate? 
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Mr. Fraser: I think it would be very interesting. 

Mr. Gorpon: We own a company called Canadian National Transportation 
Limited, and in that company we have an investment of $1,201,084. That is 
the company through which we operate all our trucking services. Now, there 
are buses operated by the Niagara, St. Catharines and Toronto Railway and 
Oshawa Railway Company. There is a bus and truck service between Port 
Arthur and Geraldton; there is the Kamloops to Kamloops Junction route; there 
is the Belleville, Bloomfield, Wellington and Picton line; there is a route between 
Toronto and Oshawa, and there is an item for messenger and distribution service 
shown here also. 


Now the results of operations of that company show a profit over all of 
$10,271 which was transferred to the Canadian National Railways accounts 
for the year 1949. \ 


Mr. Fraser: That is a net revenue, $10,271? 
Mr. Gorpon: Yes, for that specific company. We do not, of course, try to 


_. arrive at the value of the services as feeders to the railways, but standing 


on their own feet they made a profit of $10,271. 
_. Mr. Apamson: Do these trucks transport passengers or freight? 
Mr. Gorpon: Both. The route between Port Arthur and Geraldton is a 


bus passenger service. 


Mr. Apamson: I see occasionally St. Catharines buses running to Toronto. 
Are they on a charter basis in such cases? 


Mr. Gorpon: There is a truck service from Toronto to Oshawa ; and in 
addition there are buses operated by the Niagara, St. Catharines and Toronto 
Railway, and Oshawa Railway Company, which, in turn, is owned through the 
Canadian National Transportation Limited, and the earnings from this company 
in turn are washed into the final operations of the system. The Canadian 
National Transportation, Limited, in other words, is a holding company. 


Mr. Cavers: There is one question I might ask with regard to the Canadian 
National Transportation Limited. The operation of street cars or suburban 
cars in the Niagara Peninsula has been discontinued. Does the company feel 
they will make a greater profit in operating solely motor transport, rather 


-than under the former joint system? 


Mr. Gorpon: Mr. Dingle is in a better position to answer that, being an 
operating matter. : 

Mr. Dincue: The discontinuance of the cars brought about the substitution 
of buses, and it is felt that we will get better results from the change. 


Mr. Funron: Could we have a breakdown under the general headings of the 
net profit or net loss of the separately operated companies? You have given us 


_ the bus subsidiary, the profit on the Canadian National Transportation Limited, 


as $10,271. 
Mr. Gorpon: Yes. These are the companies. I will call the names of 


_ the companies included and give their net results for the year as I read them. 


Se 


Mr. Furron: If you could make it even more general by giving us the 
figure for each one by type. You gave us yesterday the figures for the separate 
hotels. Now, could you let us know the net results for hotels, the net results 


_ of your Pacific steamships and so on? 
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Mr. Gorvon: I do not think I can do it that way. Anyway I will give you 
what I have here. The Canadian National Railways (France) showed a profit— 
that is the company that operates the Scribe Hotel in Paris. That company 
showed a profit of $8,483. I will read the complete list: 


1949 

Canadian National Railways (France)....:... $ 8,483.51 
Canadian National Steamships (Pacific)...... 232,011.52" 
Canadian National Transportation Limited.... 10,271.40 
Montreal & Southern Counties Railway Company  389,060.05* 
Montreal Fruit & Produce Terminal Ltd....... 30,224 .09 
Montreal Stock Yards Company........ poh es 17,102.49 
Montreal Warehousing Company............. 81,359.77 
Northern /Albertay Railways. So ios at. tere ene ee 211,344 .03* 
Oshawa Railway Company. nc. ina ie eee 201 321 .65 
Prince Rupert Dry Dock & Shipyard.......... 22,782 .14* 
Thotisand islands) Raitway, ite. cece mate 10,768 .97* 
Canadian National Realties Limited.......... 37,403 .83 
Canadian Northern Land Department......... 295,750.13 
Niagara, St. Catharines & Toronto Ry.......... 372,021.06" + 
Grand Trunk Pacific Terminal Elevator 

OTA SRY Si eee BAG oc GSP Ok ay ok Eada Satoh = Sie 25 C1 OF 
Grand Trunk Milwaukee Car Ferry Company. . 1,904. 18* 
Centmont Corporation «2.0... 6.0. e ee eee eet 1,917.33 
Central Vermont Transit Corporation......... 46.68" 


*Indicates loss. 


bringing out a grand total of a loss, as shown on page 6 of our 
consolidated income account, of $581,816.94, over all. 


Mr. Fraser: Would you mind giving us that figure for the Niagara- 

St. Catharines route again? | 
‘Mr. Gorvon: There was a loss there of $372,021. 

Mr. Apamson: That will not be recurring? | 

Mr. Gorpon: We are making the adjustments we talked about. 

Mr. Apamson: What is the name of the hotel in Paris? 

Mr. Gorvon: The Scribe Hotel. Incidentally we do not operate the hotel 
ourselves. We have it under a rental arrangement and that is how we have been 
able to get the money out of France under their foreign exchange control regula- 
tions. It is taken out as rental. | 


Mr. Fuuron: What was the name of the company after you mentioned the 
Canadian National Transportation Company? 


Mr. Gorpon: The Montreal and Southern Counties Railway Company. The 
loss there was $389,060. | 


Mr. Fuuron: And the other one? 

Mr. Harrigup: Where does that line run? 

Mr. Gorpvow: It runs out of Montreal over Victoria bridge and down in 
that area. 

Hon. Mr. Curvrier: Down to the Magog area. 

Mr. Gorpon: Incidentally, someone asked for the figure for the Niagara, 
St. Catharines, and Toronto line. The loss was $372,000 and includes a write-off 
of $202,000 covering the retirement of Lakeside Park which we gave up. 


Mr. Fraser: Who takes that over, the city? 
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Mr. Fuuron: You have not given us the figure for the hotels wwhich I think 
you said shows an over-all profit? MA, 3 

Mr. Gorvon: The hotels are shown separately; they are not included. 

The CuatrMan: The figure was given as being $400,000 odd yesterday, | 

Shall we go on to operating expenses? 3 

Mr. Fraser: Just a minute, I have one question here. You say that Lakeside 
Park has been sold?, 

Mr. Gorpvon: Lakeside Park has been disposed of—sold. 

Mr. Fraser: You have sold it and written if off? 

Mr. Gorpvon: We are through with the operation. 

Mr. Fraser: How much did you get for it? 

Mr. Gorpon: We recovered $17,000 but the loss we wrote off in closing up the 
account was $202,000. The recovery has been offset so that the net figure is 
$202,000. ae 

Mr. Fraser: To whom did you sell it? 

Mr. Gorpon: The sale was made to a Mr. S. H. Brooksom. 

Mr. Apamson: Are you still going to run those two steamships across there? 

Mr. Foutweww: I have a question here with respect to demurrage. I notice 
that there has been a drop in revenue of almost $1,000,000. I presume that there 
is an answer for it and perhaps it is that labour is more plentiful and your cars are 
loaded more quickly? 

Mr. DineuzE: That is correct, plus removal of penalties. | 

Mr. Giuuts: Mr. Gordon, listening to you run over that list, I gathered that 
practically all of the deficit you are incurring on your road is coming from 
Ontario? 

Mr. Gorpon: No, no, that is quite wrong. As a matter of fact our heavy 
earning region and our heavy traffic is in the central traffic region. 

Hon. Mr. Curvrier: Those are subsidiary companies. 

Mr. Giiis: Nevertheless they are a charge against the C.N.R. 

Mr. Gorvon: The net difference to the company was only $500,000 but the 
deficit we were talking about yesterday was $500,000,000. As a matter of fact 
the loss on the Montreal Southern Counties Railway was $389,000 and that is 
not in Ontario. | 

Mr. Gituis: It is in the centre of Canada though. 

Mr. Morr: Mr. Chairman, I would like to ask about the Prince Rupert 
dry-dock which shows a loss of $22,782. I assume you are handling the dry-dock 
over to the Department of Public Works but that it is to be operated by 
the C.N.R.? 

Mr. Gorpon: Yes. 

Mr. Mort: Perhaps the question should not be put before this committee, 
but is it good business unless there is an overseer from the Department of Public 
Works in that dry-dock? 

Mr. Gorpon: Oh, the arrangements are not finalized but nevertheless if we 
operate it for the Department of Public Works we would be the management 
in charge. 3 ; } 

Mr. Morr: Nevertheless you would not be worrying much about losses. — 

Mr. Gorvon: I think that if I let that pass it would be a reflection on the 
management. If the Department of Public Works is satisfied to let the C.N.R. 
manage the dock then you can rest assured that they would be satisfied with the 
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quality of the management. We are not asking for this arrangement but we are 
being asked to do it by the Department of Public Works. We are accustomed 
to carrying burdens for others. ° ae 

Mr. Morr: There has been a loss there for some time. 

Mr. Murcu: As between two govérnment departments it would be better 
to leave it to the one with more experience. 

Mr. Cavers: May I refer to a question on miscellaneous structures. I would 
like to know what the miscellaneous structures were and also what accounts 
for the increase in expense from $2,257 in 1948 to $10,857 in 1949? 

Mr. Fuuron: May I just interrupt? We have not finished with operating 
revenue. 

Mr. Gorpon: I am quite agreeable to get the particulars but I do suggest 
that an item of $8,000 out of a total of $88,000,000 is getting down to pretty 
small detail. We will trace the figure for you if you wish and if you think it is 
important. I have not got the information available at the moment but I can 
get it if you wish. 

Mr. Hatrretp: Could I have the answer again with respect to the reduction 
in revenue on demurrage? 

The CuarrMAN: The answer was increased labour facilities. 

Mr. Harrietp: Was it not increased rates? 

Mr. Dincue: It simply indicates that our cars were released more promptly, 
and penalties were removed. 

Mr. Harrietp: It might represent the result of increased storage charges? 

Mr. Gorpon: There may be other reasons. If what you say is true it has 
had a very salutary effect—because demurrage at any time is an economic loss. 

Mr. Harrietp: I should think that your answer was wrong, Mr. Dingle. 

Mr. Fuuron: With respect to revenue or loss from subsidiary operations 
I am quite sure that the management will have had in mind the desirability of 
giving up any that show recurring losses. There are four large ones, one being 
Pacific Steamships—and I would not suggest that be included—and there is the 
northern Alberta railway. 

Mr. Gorpvon: That is a joint operation. | 

Mr. Futton: Yes, and the Montreal and Southern Counties Railway, and 
there is another one from Toronto. | 

Mr. Mort: Yes, give that up. 

Mr. Futron: Does the history in past years show deficits in all of those 
four companies? 

Mr. Gorpon: I think the answer is yes, but I would not like to say the 
degree. Generally, I think the answer is yes. I may say that I have in mind 
a pretty careful review of those subsidiary operations to make certain that we 
are keeping up to date in our outlook, and to see if any of them can be given 
up. It is a subject which is constantly under review but I intend to take a 
special look at it as a part of a new managerial.review. 

Mr. Fuuron: I suppose they are presently looked at as part of the system? 

Mr. Gorpon: Yes, but we have given a number of those up over the years 
when they have outlasted their usefulness. You will notice that we have reduced 
the over-all deficit from $973,000 in 1948 to $583,000 in 1949 so that we are 
making some progress. - : | 

Mr. Futon: One final question on the Grand Trunk Western Elevator 
Company—I think that was the fourth from the last. 


Mr. Gorpon: The Grank Trunk Pacific Terminal Elevator Company. 
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Mr. Futron: Where is it? ee : ‘ 

Mr. Gorvon: At Fort William. 

Mr. Futton: Is it necessary to operate that as part of the railway or can 
you turn it over to somebody else who might operate it for you? 

Mr. Fotuwewu: It does not matter, the loss would be there just the same 
no matter who ran it. 

Mr. Fuuron: I am wondering if it would be. 


Mr. Mutcu: It isa little like asking which leg of the horse carries the most 
weight. If they. own the elevator they fill their own cars but the position might 
be different. 


Mr. Gorpon: In point of fact we are not operating that particular company. 
The figure represents the rental that we receive from the property but it is not 
sufficient to cover the interest, funded debt, and miscellaneous charges. 

Mr. Futron: Have you made any effort to sell it or can Si get out from 
under it? 

Mr. Gorpon: I do not know but, as I say, that will be one of the things 


“included in my review. 


Mr. Apamson: You said that you are used to carrying burdens for others. 
Apropos of that I was going to ask about the carrying of mail. Is it a profitable 
part of the business and if so how is it arranged? Is the revenue based on a ton 
mile or are there separate contracts for each part of the country? 

Mr. Gorpon: Well, the question of the revenue of the railway in respect of 
carrying mail has been under consideration for some time. ‘There has been a 
great deal of discussion between officers of the two departments. We claim it is 
unprofitable and we are trying to establish to the Post Office Department that 
we are entitled to an increase. 

Mr. Apamson: Yes. 

Mr. Gorpon: But the matter is under active discussion and will probably be 
adjudicated upon. 


Mr. Apamson: You would sooner not discuss it. here because it is sub judice. 

Mr. Gorpon: Yes. I do not think that it is appropriate to discuss it now 
because it will come up for discussion between the two departments. 

Mr. ApamMson: How are you paid, on a ton basis? 

Mr. Dincue: No, on a unit basis. 

Mr. Gorpon: How do you mean? 

Mr. Dineen: For the space in the car. 

Mr. Gorpon: For the total space occupied in the car. by the mail. 

Mr. Apamson: Therefore, if there are ten bags you get so much for that car 
and if there are twenty bags you get so much more. It would fluctuate each 
trip? 

Mr. Gorpon: Yes. 

Mr. Harrietp: What effect has air mail on the matter? 

Mr. Gorvon: That is all. part of the discussion regarding carriage of mail by 
T.C.A. and ourselves. It has been under active discussion by the three interested 
organizations and in due course somebody is going to have to make a decision. 
In the meantime the officials are trying to establish the facts. Whoever the 
government decides is the appropriate referee will have to make the decision. 

The CHatrmMan: As your chairman, I think that the time has arrived when 
I should draw a matter to your attention. In other years this committee has 
cleared the report we are now studying, the report of the Canadian National 
Railways Securities Trust, the report of the Canadian National (West Indies) 
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Steamships Limited, and the budget in six sittings. We are now nearing the end 
of the committee’s fifth sitting and we are still on the first report. We have a 
new president of the Canadian National Railways who has a tremendous task 
to gather up all the loose ends and to make a complete study of the entire 
system. I wonder, while we are gathering very interesting information through 
some of these very detailed questions, whether we are being fair to our new > 
President who wants to get out of Ottawa by Thursday night if at all possible. 
I do not want to be placed in the position as your chairman of appearing to be 
attempting to hurry you when you come to some important matter on the budget 
items for the current year. However, I think it is my duty as chairman to appeal 
to you all to leave over these detailed questions until another year. Surely it is 
not fair to Mr. Gordon. The task which he has undertaken this year is appall- 
ingly large; and I think we as a parliamentary committee ought to co-operate 
with him and clear. him as quickly as we can and send him off with our best 
wishes to go to work. 
Mr. Giuuis: I agree with you on that. 


The Cuarrman: Let me assure you, Mr. Gillis, that while I may have been 
looking at you I was not talking to you. 

Mr. Ginuis: No, but as far as I am concerned I do not intend to build up 
any post mortems on this road. This whole matter is closed as far as I am 
concerned. I am interested in the budget which is a heavy one. 

The CHAIRMAN: Yes. 

: Mr, Fraser: And when we come to the budget we will have the same story 
all over again. 

The CHARMAN: But right now we are keeping the most important man in 
Canada, certainly one of them, here, and at the rate we are going it looks as 
though we will be keeping him here before this committee for two or three 
months. 

Mr. Harrietp: But he has to get some information. 

The CHARMAN: J said that in my opinion we should be more practical, more 
realistic about this. | 

Mr. Futron: I think we are being practical and realistic. Just bear in 
mind that we have a $2 billion corporation anda half billion operation besides. 

The CHAIRMAN: Should we Keep the most important man in that organization 
before us asking for detailed information? Please don’t think I am being 
critical, but 75 per cent of the questions asked this morning I do not think 
should have been asked in the circumstances. : 


Mr. Fuuron: Of course, that is a matter of opinion. 
The CHAIRMAN: Right. 


Mr. Hatrrrevp: I would like to draw the attention of the chairman to the 
fact that we had no committee last session. 


The CuarrmMan: Oh yes, I checked the record of the committee and last 
year we held six sittings. 


Mr. Hatrretp: I mean at last fall’s session. 


The CuarrMan: I am referring to last year; and on the 28th of March the 
committee held two sittings, two sittings on the 29th of March and two sittings 
on the 30th of March, six sittings in all; and the man who was then in the 
saddle was very familiar with all phases of the operation, and it did not matter 
- then if we kept Mr. Vaughan for a matter of weeks or longer; but here we 
have a new president assuming a tremendous task. Why on earth should we 
impose on him? I doubt very much that we are being fair to him. 


Mr. Harrietp: I was referring to the fact that last fall, at the fall session, 
the committee did not sit. 
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The CHatrMAN: I am not talking about the fall. 
Mr. Hatrretp: But we had no committee. 


Hon. Mr. Curvrier: I would like to say that as far as the estimates are 
concerned they are refered to the sessional committee on railways and shipping. 
but once a year. If the committee wanted to meet more often then the matter 
is one which is in its hands, but we have never in my experience come here 
more than once a year. What the chairman has in mind is that once each year 
the reports, the annual report of the Canadian National Ravens and related 
companies, are submitted to this committee. 

Mr. Pouttot: And it is ‘a most important job each year. 

Mr. Mutcu: There isn’t anything to argue about there; there is only one 
budget for the Canadian National Railways in each calendar year. 

Hon. Mr. Curvrter: That is right, but we had two sessions last year. 

Mr. McLure: But you must not forget one thing; we are all anxious for 
the president to get as much information as he can out of this committee. You 
see, therefore, we are trying, each one of us, to give him a little more information 
than we gave last year. 

Mr. Murcu: As long as it is purely a matter of kindness. 


Mr. Pouttor: If I may be permitted, [ would refer to what you have said 
and endorse it by stating that in my opinion Mr. Gordon is a new map; he has 
spoken like a man of experience; and I would not put the accent on the “new”. 
I think he has done very well, but for my part I have no intention of continuing 
with the old business. 

The CHarrRMAN: No, no. 


Mr. Poutior: As I see it, it is not too important for us to go back over 
what happened away back in 1923 or 1924; I think we must proceed now with 
an eye on. the future. 


The..CHAIRMAN: Operating expenses: 


Mr. Fuuton: I cannot allow this to pass without following it up by saying 
that in so far as the activities of this committee are concerned, these estimates 
were referred to the committee by the House for careful scrutiny and the duty 
devolves upon the members of this committee to make that scrutiny. I certainly 
agree with what Mr. Pouliot said, that Mr. Gordon has shown an amazing 
grasp of the situation. I do not think we are putting on him any burden which 
he cannot carry. I am informed that in years gone by Sir Henry Thornton 
sat here for months. 


Mr. Povuuiot: It was Bennett who did it. 


Mr. Fuuron: I don’t care who did it. I think it is an indication of the 
importance of considering these matters most thoroughly. I understand the 
present practice developed more or less arising out of conditions during the 
war, and sometimes items were not given the scrutiny which they should have 
had. But I do think we should, in fairness to the management as well as to 
the committee and the duty we have to the House, not hurry this matter unduly 
in reviewing past operations in order that we can understand them properly. 


Hon. Mr. Cuevrimr: I think some objection arose over the fact that questions 
are repetitious. I think the committee will have to agree that after having 
considered the statement of the chairman and president and having dealt with 
that for the better part of a day it went back over his report and examined 
it section by section and then proceeded to’a consideration and discussion of 
the consolidated income account, and if we keep on doing that we will have the 
same sort of repetition which we have experienced so far. That is why the 
chairman is anxious to clear up this report and get on to the budget so that 


much of this continual repetition may be avoided. Those of you who were on 
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the committee last year “will recall the way we proceeded, a it was felt that 
we should do it the same way this year. Last year we dealt with the statement 
by Mr. Vaughan and then asked questions on the balance sheet, both relating 
to assets and liabilities. We did not go into a consideration of the chairman’s 
report at all, we proceeded directly to a consideration of the statement on which 
it was based. 
Mr. Fuuron: But at that time we were facing an election and each is not 
the case today. 
Mr. Pouuiot: This is at the same thing as vot Mr. Drew read the same 
letter twice in the House. 
Mr. James: To bring this matter to a head I am going to move that we 
proceed to a consideration of the budget. 
Mr. Fraser: Just a moment, Mr. Chairman, we have not as far as I know 
before us a copy of the budget. Now, we should have it if you want to hurry 
through this. 

The CuarrMan: It will be before you in a moment if you want it. 

Mr. Morr: Let’s close this cold war and get down to business. 


Mr. Apamson: I have just one remark, Mr. Chairman. From the fact_that 
we have a new president. and that he is trying to get this railway out of its 
difficulties, I think that is one of the reasons why this. committee should go 
into the details as extensively as possible. 

The Cuatrman: Next year, Mr, Adamson. 

Mr. James: Everyone here says they are trying to give the management 
information. Are we to continue doing that in the way that it has been done so 
far? Most of the talking has been done by about six members around the table, 
and if the other twenty-five want to get into it, well, it is going to take a long 
time. There have been only about SIX talking so far and they all seem to be 
railway experts. 

The Cuatrman: I hope you do not consider my remarks as being critical of 
anyone. What I am suggesting is that we are faced with very special circum- 
stances this year with a new president in the saddle, and he should have an 
opportunity to get on with his work. 

Mr. Poutior: What I said about you, Mr. Gordon, a moment ago I should 
like to repeat with reference to Mr. Dingle; he has shown that he is master of 
the situation and given very appropriate replies to all questions which have been 
asked him by the committee. 

The CHAIRMAN: Operating expenses: 
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Wea ep Ower ) PLrOdUCed) eis ELE eisiesea ee elele ey pele oes bine & mince me. Seis ware 
Tram: Power, Purchased i... eee ele bees eee el eae ole 73,455.58 
Water for Train Locomotives ..........2 cee eee eee nes 1,774,505 .52 
Lubricants for Train Locomotives .......+.-seeee eens 870,832 . 26 
Other Suplies for Train Locomotives ......+..+...+++- 469,887 .55 
Enginehouse Expenses—Train .....-- esse eee r eect cress 8,532,208 225 
ATI OEN eee NSE Ne Chale, walla p'g ele la (ele hho fipcy atau ntsy = eller Se mie letle narra 3 23,890,489 .93 
Train Supplies and Expenses ......--..ces seeds ee neees 15,405,951 .72 
Operating Sleeping Cars ....-.. eee ee cee eee eee eee 2,734,557 . 64 
Signal and Interlocker Operation .........++e-++seeees 770,250.56 
Orossing © Protection! 22 Mle ce dee hele tee piel 1,183,041 .16 
Drawbridge Operation ....... 0.6 ede eee eccentrics 212,852 .38 
Telegraph and Telephone Operation .......-...+++s++5+ 568,747.70 
Teiegraph—Commercial ...-...- eee eee e cere eee eens 7,690,197 .81 
Operating Floating Equipment ..........e esse ee ee tees 3,556,679 .27 
BURP ed. eh Lis 2 Ses are Nbad ade acta ns Bet oiahpge ie gedMtebet ary sireran ieee 16,302,050 . 22 
Biationeary. wand ) Prirdtireg yo i ese y «eal iy eve le fede eto 6 1,064,056.61 
Cree Ty XB ETISES 5) G al ua MLE piete n\ed Y iets ol eyaties slp dWlepr eg, oy ec Shine 4 * 1,886,828 .13 
Operating Joint Tracks and Facilities—Debit .......... 1,389,854 .39 
Operating Joint Tracks and Facilities—Credit .......... 612,387.07 
(ET Sire 0 SU ces OR UMS a WORE na Oe Oca ct eae Cnc ng 18,512.67 
Cheamime Wrecks (.iU bche secrete «isle Ps wh etiecermus curity D 607,159.21 
Damage to Property 2. iwc. sees we ples ooo ie el ie ee es 308,559.35 
Damage to Live Stock on Right-of-Way .........-..+-- 77,146.34 
Loss and Damage—Freight ........ sce eeee cece ee eens 3,292,634 .24 
Loss and Damage—Baggage .......+-se cece cece ences 5,434.61 
Injuries to Persons 1.0.56. 0. eee ee nee ee ce ee tee ee 2,015,289 .13 
SAD sLLOIO. LO 


=i <4 


$ 5,761,783. 


1948 
$ 5,077,054. 


2,834,937 .' 


33,573,534. 
139,264. 
41,646. 
2,534,221. 
6,462,681. 
12,302,395. 
1,122,502. 
6,993,817. 


1,644,540 


9,178,594. 
17,388. 
86,839. 

230,899. 
135,876. 
104,025. 

2,903,870. 

240,932. 
2,108,807. 
2.372,838. 
20,360,690 . 
532,866. 
48,072,104. 
5,345. 
63,965. 
L,718:5TA., 
819,824. 


456,691. 


8,323.909. 
24,077,394. 
15,421,924. 

42,539,957, 
763,156. 


1,150,665. 


195,354. 
564,234. 
7,164,451. 
1,686,572. 
15,192,057. 
1,017,546. 
2,027,471. 
1,488,885. 
599,690. 
15,951. 
724,924. 
135,931. 
87,897. 
3,428,830. 
3,891. 
2,549,627. 


$245,351,741.: 


$ 4,307,000. 
330,830. 
159,442. 

52,375. 
361,592 j 


05 


$ 5,211,242. 
ba 


RAILWAYS AND SHIPPING 


OPERATING EXPENSES—Concluded 


GENERAL 
1949 

Salaries and Expenses of General Officers .............. $ 632,211.69 
Salaries and Expenses of Clerks and Attendants ...... 8,876,678 .49 
General Office Supplies and Expenses ................ divs 500,658.49 
RLM OX DENSE A CI WN eee ee OSU ak ec iey bate fata Me 551,078.56 
Keler', Department Mxpenses. oii, oo) ok ee a ee 42,500.00 
PE CMSIGOBRL POLL, SEA NS ee Linh NI MMONT UPA c Nil Cc Re es Wine 11,296,839 .37 
Piationery “and Primting We ly ou ue emery 369,507.10 
WialiationGbexpenses. 6. sgl Niel | Sv yoe he Shy | Sy MBG 17,298.41 
Ge i a Bese gC Me OM cra te Cota ites er yo MM ON enn meh mt 226,766.80. 
Generals ombplacilities=Debitg en eee ey et 100,770.38 
General “Joint: Pacilities—Oredit. 62 o2 ce 400 bt S. 14,295.64 

$ 22,600,013.49 

Carried. 


The CuairMan: Property investment account. 


PROPERTY INVESTMENT ACCOUNT 
Expenditures Year 1949 > 


Roap: . 

FNC Welles OONStPUCKECs. vadiiec yee een Gis eg pay $ 382,251.81 
Rails and Fastenings .......... SR eter aire ca teh at MEE oh 1,533,367 .97 
nics Platesmand cRait Anchors, .\ ol punish ones FSA Bo Vai oly 
UPI ay Bs 0h A tic daetSs Omen Cage NM eh OL LUN Seg GDN AR i eR 558,289.51 
Tyareesurersip Nn erminalet. cima, eT hone ey RN 1,321,974 .48 
Large Passenger: Terminale): 362.0) Soe os oo. 615,732.22 
Yard Tracks’ and’ Sidings .......... Ore We ete gagin eat 1,163,100 .93 
POddwayn Wiaciinesi ele ne Cm hay ae Pe 705,316.18 
Bridges, Trestles and Culverts 2.00.0... 00065... 862,552 .84 
CELE VN Smee VCs Nae AG ee ie a a RT mA 191,741.58 
rossi wPvevection hai! ware ete Nir wm Me aie ie 346,475.57 
Stations’ and ‘Station’ Facilities .'.......06.0 006... 914,775.17 
Nia Cer OD DIIPRE Mlates a ea. Cuetec eae ie a Ree 189,844.63 
Shops, Enginehouses and Machinery .............. 1,960,114.69 
POPS aT VV DAE View te). dik: WH olaee Pe cakuun tere sokes ea ' 100,151.19 
Automatic Signals and Interlocking Plants ...... 1,642,017 .57 
Polesrapie RK allway ne lw CRN een Gi Bl Alco ry 388,425.89 
Pelegraphe-— Commercial: to 0. eae er eae _ 1,922,858 .97 
Noncearr tere Property. nihis Beak een uk Le Moma dane 1,645,717 .68 
Ree WOT MERE trae ty Ae) Gems is he ete Fumie OU re 410,769.18 

EQUIPMENT: 
Equipment Purchased or Built .................. $ 28,332,025 .20 
auipaent -letivemente: 6. yaaa ean eel ollin 3,323,859 .36 
General Betterments to Equipment .............. 3,762,415.49 
iaarpment. Conversions sews ak vn hele de le cnaces 367,137.82 
Express and Miscellaneous Equipment .......... 402,833.36 
TCDS OBA ISNT ap SR an i ag a Pr MERC AS We ee Ra 
SEPARATELY OPERATED PROPERTIES .............000e005 
Ner ADDITIONS AND BETTERMENTS DuRING 1949 
Ledger Balance lst January, 1949 .......... $ 2,138,917,229.40 
Net Additions and Betterments during 
RG PCARAT Me Swell sonata chet yi la hooks $ 47,010,441.45 
Canadian Government Railways: 
Construction of Aqueduct at Fair- 
WICWAGNE Decree taveis oats) tteyels ohn 25,000.00 
Transfer of Property .25 203 .004% 181,067.02 47,216,508 .47 
Ledger Balance at 31st December, 1949 ...... $ 2,186,133,737.87 
Carried. 
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(1949 


$ 619,175.40 
8,415,137 .25 
417,355.21 
534,293.79 
42,500.00 
10,386,893 .26 
391,857.33. 
16,679.51 
202,069.48 
92,977.21 
18,320.81 


$ 21,100,617 .63 


$ 18,223,809.78 


29,540,552 .41 
222,622 .98 


976,543.72 


$ 47,010,441.45 


Mr. FRASER: No, Just a moment, under operating expenses: Why is super- 
intendence placed under operating expenses and it appears again at the head of 


the next page? 
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* 


Mr. Gorpon: That applies to different sections, one is superintendence of 
maintenance of way and structures and the other is maintenance of equipment. 


Mr. Fraser: I see. | 
The CuarrRMAN: Property investment account, page 28: 
Carried. 


Mr. Fraser: On the item of hotels, what does that cover, the $222,000? 


Mr. Gorpon: That is the amount of capital spent on all hotel property during 
the year. It is a very small amount when it is spread over all our hotels. 


The CHarrMAN: Loans from the government of Canada. 


LOANS FROM THE GOVERNMENT OF CANADA 


Principal Interest Average 
Outstandin: Accrued Interest 
at Dec. 31, 1949 1949 Rate 
Loans for repatriation of U.K. securities .... $391,444,731.50 $ 13,700,431. 73 3°50% 
Loans for debt redemption ..,.....,0cc00000% 276,105,886 .98 6,416,548 .08 2:32% 
Loans for new rolling stock 2.2.2.0... 0.20.6... » 34,408,973.71 923,776.73 2°56% 
Loans for investment in T.C.A. ............. 19,043,022.71 571,290.68 3:00% 
Loans for capital expenditures and working 
DVCAM bil sitie hie NTE re pat Pe oe Sek am 5,886,566 .33 186,236.36 1-92% 
Canadian Government Railways—working capi- 
tal at. consolidation (1928 o we boo ee 16,771,980. 54 — 
$743,661,161.77 $ 21,798,283 .58 2:91% 
Carried. 


The CuHairmANn: Funded debt—principal and interest. 


Mr. Fraser: Are there any tax free bonds included in the amounts indicated 
there? I understand that some bonds are tax free. 


Mr. Gorpon: There are Canadian National bonds tax free. 
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The CHAIRMAN: Financing: 


FINANCING 


Year 1949 
FuNbDED DrEBt—New Issues 


3% Canadian National Railway Company 17 Year 


Guaranteed Bonds, due January 3, 1966 ........... $ 35,000,000.00 
2% Canadian National Railway Company 20 Year 
Guaranteed Bonds, due September 15. 1969 ........ 70,000,000 .00 


23% Newfoundland Railway Registered Instalment Notes 
due feed to March 1, 1957 (assumed April 1, 
1949 


Ne oct RPE NT laa fore erate Heir oo Oh Ih im taltlit ty Ree Te 1,138,128.00 $106,138,128.00 
FuNpDED Drest—Retirements 
5% Canadian National Railway Company 40 Year 
Guaranteed Gold Bonds. due October 1, 1969, called 
October 1, 1949 at 105—par value ................ $ 57,728,500. 00: 
4% Central Counties Railway Company First Mortgage 
Bonds, due September 14, 1949 ....... Na Ne 2 475,000.00 
23% Newfoundland Railway Registered Instalment Notes 71,103.00 
Equipment Trusts—annual principal payments .......... 7,228,000 . 00: 
ECU ECO Ure Ma UIA TOON ihe Lure oc ple ML it hd NY CaO 95. 2,263.34 65,504,866. 34 
Ineredse: in Munded: Debby 0) tis boul sca slae eb aetbe + 6 oy $ 40,633,261 .66 
LOANS FROM GOVERNMENT OF CANADA—-New 
Porerepatviation -obel We Securatios Nw 44 oes wl teus.b diccoeas $ 5,428.92 
LOANS FROM GOVERNMENT OF CANADA—Repaid 
‘Oats TOR ebb TERM DTIOR ogi ese oh vid Mle hen clea eb Ue $ 2,819,901.41 
Loans for new rolling stock ............. FPR MI Ae 1 Seen ae 3,819,190. 85 
oanse1or avorking teapital aay oh ahead a, ew 10,200,000 .00 16,839,092 .26 
Decrease in Loans from Government of Canada ......... $ 16,833,663:..34 
inerease ins Capstal ~Debt T0490 rr ee okt ONG gee $ 23,799,598. 32 


The issue of $35,000,000 Canadian National Railway Company 3% 17 Year Guaranteed 
Bonds, dated January 3, 1949, was: sold ata price of 99.00, representing an annual interest 
cost to the Company of 3-075%, and is callable on any interest payment date on or after 
January 3, 1961, at par, on 30 days’ prior notice. 

The issue of $70,000,000 Canadian National Railway Company 223% 20 Year Guaranteed 
Bonds, dated September 15, 1949, was sold at a price of 98-625, representing an annual interest 
cost to the Company of 2-96%, and is callable on any interest payment date on or after 
September 15, 1964, at par, on 30 days’ prior notice. 


Carried. 


The Cuarrman: Investments in Affiliated companies, 


INVESTMENTS IN AFFILIATED COMPANIES 


Total Owned by Can. Nat. System 
Par Value at Dec. 31, 1949 
Company Outstanding Par Value Book Value 


Stocks: 
The Belt Railway Company of Chicago . §$ 3,120,000.00 $ 240,000.00 $ 240,000.00 
Canadian Government Merchant Marine, 


MDT 08 ¥ifeys eM APE iene) 4 AEM NOR re RUN CR er 800.00: 800.00 800:. 00 
Chicago & Western Indiana Railroad 

KOON AIA Aer Phe mt ater ye ey art ae 5,000,000.00 1,000,000.00 . 1,000,000.00 
The Detroit & Toledo Shore Line Railroad 

CONIA Vp teen Lk eae en sodas tees, 3,000,000 .00 1,500,000 .00 1,500,000 . 00 
Detroit Terminal Railroad Company ...... 2,000,000. 00 1,000,000.00 1,000,000'.00 
Northern Alberta Railways Company .... 12,500,000 .00 6,250,000 .00 6,250,000 .00 
The Ontario Car Ferry Company (Limited) 500,000.00: 250,000.00: 179,007 .53 
The “Public ‘Markets, Timited  ° 3... 04.00... 1,150,000 ..00 575,000 . 00 575,000 00 
Railway Express Agency, Incorporated (no . 

POE ee LIP p eee aie aah aly a estiee cat ene teh re, cor 1,000 shares 6 shares 600.00 
The Toronto Terminals Railway Company 500,000 .00 250,000.00 250,000. 00 
The Toledo Terminal Railroad Company 4,000,000 . 00: 387,200.00 387,200.00 
‘Prane-CanadaccAin | ined rye tre ie debe 25,000,000.00 25,000,000.00  25,000,000.00 
Vancouver Hotel Company Limited ...... 150,000.00 75,000.00 75,000:. 00 

Le tats Prete Siebr s MiJoorr i Maree woh ict Sraaetie Gib emai) PRL edg, Sik aye tha tmann Wee igre oo $36,457 ,607 .53 
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INVESTMENTS IN AFFILIATED COMPANIES—Conce. 


Bonps: 
Northern Alberta Railways Co. Ist 
Mortgage: Bonds iia pul sy ewe vb ade ee $21,255,000.00 $10,627,500.00 $10,627,500.00 
The Toronto Terminals Railway Co. Ist 
Morscage  BOnds cca. v2. ee vied od ewes 25,910,000.00  12,955,000.00 12,955,000.00 
Robab bikcomh ania: Ne Ri PRB SIV DU hie SN italy 5 Oa GaN UR YR $23,582,500.00 
ADVANCES: 
Chicago & Western Indiana Railroad Company ........-...seeeeeeee we iden B DOUIOE? 87 
Northern. Alberta Railways Company’ idee o 406 ae scale pe web oem o's Sides 250,000.00 
Railway Express Agency, Incorporated ......... cece ee ee eee recent eees 173,493 .22 
Vancouver. Hotel) Company Limited 1. 2 y.c 3... dc ce ee ee eid les) ole ose wrong le ee 6 3,979 .53 
Hire eH ROMER BD ERAT RR MRR Age HEL acb ty SUR iL MU rE POH RCM YM MALAY ont 2 Ry —§$ 3,438,515 .62 
Total Investments in Affiliated Companies as per Balance Sheet Figs be LN ash $63,478,623.15 


Mr. Fraser: Under that heading I see there are 28 companies; does that 
cover any bus companies or trucking companies? 


Mr. Gorvon: No, we give them in another place. 
Carried. 


COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM: 


CAPITAL STOCKS OWNED BY GOVERNMENT OF CANADA 


Company 
Number 
1 Canadian "National “Rablway ‘Compan yay isle Sen cle ore, pelt ck tee eats $ 18,000,000.00 
2 The Canadian National Railways Securities Trust................. 378,518,135.02 
$ 396,518,135.02 
CAPITAL STOCK OWNED BY SYSTEM OR PUBLIC 
Owned by 
- Company Name of Issuing Company Company Capital Stock Owned by 
Number Number Issued Public 
3 Atlantic and St. Lawrence Railroad Co. . 1 $ 6,302,340.00 §$ 26,640.00 
4 The Bay of Quinte Railway Company.... 20 1,395,000.00 
5 The Bessemer and Barry’s Bay Railway 
A MSLRE DIATE AWE RAMOS a tock eonaeae aroma fe, Siete 20 125,000.00 
6 The Canadian Express Company ........ 1 1,768,800.00: 
nf Oanadian National Electric Railways.... 20 1,750,000.00 
8 Canadian National Express Company.... VAL 1,000,000.00 
9 *Canadian National Railways (France)— 
PPATCS 0 OOU00O Wah selene bie erasure « 2 1,893,573.92 
10 *Canadian National Realties, Limited. 20 40,000.00 
1h Canadian National Rolling Stock Limited 1 ~ 50,000.00 
12 *Canadian National Steamship Company 
PUVEAT CORV) Voace) a ONC a A Lc Ae Lan PWR accdNe hGianin Ov 41) 15,000.00 
13 Canadian National Telegraph Company.. 20 500,000.00 
14 *Canadian National Transportation, Ltd... 1 500.00: 
15 The Canadian Northern Alberta Railway 
COT PAIN TOR eeu vai Maen Serene hag eee ; 20 3,000,000.00 
16 Canadian Northern Manitoba Railway 
COTATI, Fr ah ak eies. Bc ela Mega Nee eM WOU deste a lobe 20 250,000.00 
17 The Canadian Northern Ontario Railway 
RV ONL DIATELY oF eae Soh ke ac cee lean teu ac et cRAIn EN, 20: 10,000,000.00 


18 Canadian Northern Pacific Railway Com- 

i OEM AD, ea MES A NA AI OM pics AN li NLU SAE UR a 20 25,0:00,000.00 
19 The Canadian Northern Quebec Rail- 

Mra vwACOMinan yt we We Wke cunccubsly giarany ls, lbs 20 9,550,000.00 3,849,200.00 
20 ioe Ee Northern Railway Com- 


Piet Pate SAaA RAM COR ETS te | 18,000,000.00 
21 The. Ca anadian Northern Railway Express 

OND AD Vy MERI EDOG. 29 Nala setae bit, soto aeatie, ae 20 1,000,000.00 
22 Camaidian Northern Steamships, Limited. . 20 2,000,000.00 

23 Canadian Northern System Terminals 
( Limited) PR is Satet iO de SRA hie Mint ous fees as te 20: 2,000,000.00 

24 Canadian Northern Western Railway 
ORS PRI Hes, Sate al dunia Na ANNAN gce pitas Gee ele Beara 20 2,000,000.00 
Bohs apa y SOLS AJIATIDCG halo asida a aileuen ewes T 100.00 
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM—Cont. 


CAPITAL STOCKS OWNED BY GOVERNMENT OF CANADA—Cont. 


Company Name of Issuing Company 
Number 

26 *The Centmont Corpor” BRAY Sia lidi ya's elsieie « 
27 Central Counties Rai EPL Mein pl Le 
;, 28 The Central Ontario Railway.......... 
29 Central Vermont Terminal, Inc.......... 
30 Central Vermont Terminal, Trey 
31 *Central Vermont Transit Corporation... 
32 Central Vermont Transportation Company 
33 The Champlain and St. Lawrence Rail- 
MORE OTT IAAUY | Aiiares vale. Oo tien ay maste Se lovekta es 

34 *Consolidated Land Corporation ........ 
35 Duluth, Rainy Lake & Winnipeg Railway 
Company Mid etka Satie AE MG a ee Hane we Re es 
36 Duluth, Winnipeg and Pacific Railroad 
Company She T ahha DERE kit Rul ey TURE Ri 
37 Duluth, Winnipeg and Pacific Railway 
CORDA ix Wine atelier Nee teak ats waa at Ng 
38 gna Trunk-Milwaukee Car Ferry Com- 
39 The Grand Trunk Pacific Branch Lines 
ODUPANY | (a awa cicicicc cles Hs sie ese cies 66a 
40 The Gta Trunk Pacific Development 
Rompany, -Cimibede ie Pe ie mares 
4] The ae Trunk Pacific Railway 
(COMAIT ATA Audits cisiead pip sheds Wicta Gieey Pe cea 
42 The rm Ae Trunk Pacific Saskatchewan 
PUL Wray) CHOWIDRIAY Ifodiicrs ie Race some ecko ne shail 
43 *Grand Trunk Pacific Terminal Elevator 
COMANY (CULL Wy el iidichonck ole Unalents Satta lance 4 
Grand Trunk Western Railroad Com- 
44 Day. CGommon yn irs So Tee ee nai, 
Grand Trunk Western Baittead Com- 
PAN VG PeLOEPEG Pri aih wialonce it she it ipiia rate 46 
45 The Great North Western Telegraph 

Company of © Canada (Including 
$331,500.00 held in escrow) .......... 
46 The Halifax and South Western Railway 
COTA VN Roche Girone oleae eran be sue creat 
47. Industrial Land Company ».)../..2....04.. 
48 International Bridge Company.......... 
49 The James Bay and Eastern Railway 
HOPI DLV a ee earache hee are, eee eae i ase 
50 The Lake Superior Terminals Company 
ANG CL PLZETS AL NOE a ABU GRR teal ged ele Le ohana omar i 
51 ee fae oot ina River Railway Com- 

52 Menitoos Northern Railway Comany.. 

53 The Marmora Railway and Mining Com- 
Treg at tage A aR ibe ahi ARE TY Bi Sy (an Ca Ra 
54 The Minnesota and Manitoba Railroad 
COA ATERI inh ie en ea aes katie ligt ate tn Pole 
DO. The Minnesota and Ontario Bridge Com- 
REN A Ngee a a MOORES ENA ae SU UG 
56 Montreal and Province Line Railway 
GTI AAT RATS Sit Aa tich e's de> x OE seta gece als 
57  *Montreal and Southern Counties Railway 
COU AIN I Om NUR ols diary sare Sete) an ole shag 
58 The Montreal and Vermont Junction Rail- 
Way, Avon ary pier es),/Y nia haa on Tent oot 
59 *Montreal Fruit & Produce Terminal Com- 
DeyeR AWGN AAT bItSYS MP Me ery See Bel EARN A TiS RG 
60 “The Montreal Stock Yards Company..... 
61 *The Montreal Warehousing Company... 
62 Mount Royal Tunnel and Terminal Com- 
TIBIA S LAVA TES MEPIS DUTY ere Sheets a eben vers 
63 Muskegon Railway and Navigation Com- 
DAIRY A am OT CK Ee Cotas adeatroe eo Aue 
64 *National Terminals of Canada, Limited. 
65 National Transcontinental Railway Branch 
PRN WPT a Capt Mle G65 a at: 9, GPP eae A ante gem, eae AS 
66 *The Niagara, St. Catharines and Toronto 


Railway Company 


oe ee eer eee ee we er eoee 


Owned by 
Company 


26, 29 


Capital Stock 


Issued 


176,400.00 
500,000.00 
3,331,000.00 
10,000,000.00: 
5,000.00 
5,000.00: 
200,000.00 


50,000.00 
64,000.00 


2,000,000.00 
100,000.00 
3,100,000.00 
200,000.00 
200,000.00 
3,000,000.00 
24,940,200.00 
20,000.00 


501,000.00 _ 


20:,000,000.00 
25,000,000.00 


373,625.00 
1,000,000.00 
1,000.00 
1,500,000.00 
125,000.00 
500,000.00 


30,000.00: 
500,000.00: 


128,600.00 
400,000.00 
100,000.00 
1,000,000.00 
500,000.00 
197,300.00 
500.00 
350,000.00 
236,000.00 
5,000,000.00 


161,293.00 
2,500.00 


500.00 
925,000.00 


Owned by 


Public 


12,000.00 


6,825.00 


165,600.00 


10,440.00 
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM—Conc. 


CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC—Cone. 


7 


Owned by 
Comrpany - Name of Issuing Company Company Capital Stock Owned by 
Number Number Issued Public. 
67 *The Niagara, St. Catharines and Toronto 
Navigation Company (Limited)...... 66 100,000.00 
68  *The Oshawa Railway Company.......... 1 40,000.00 
69 The Ottawa Terminals Railway Company --— 1 250,000.00 
70 The Pembroke Southern Railway Com- 
LOSER ORE SUA TG elbsittg Mignon Deel. CASRN Guth SA Ce ] 107,800.00 
via Prince’) George,” Limited ..20525..00 00268 iP 10,000.00 
1 Prince (Rupert); Limited oa wee easy es 1 10,000.00 


hee The Quebee and Lake St. John Railway 
Compan PAGAL ee Uw Coen Ica aLyes Ch than 20 4,508,300.00 489,160.00 


CENT MIC ah co Ley San Nye ld SpE I gest a 20 201,000.00 


pany 
iar Railyé) River’ Coal Company)... 20. 1 2,000,000.00 
76 St. Boniface Western Land Company... 20 250,000.00 
ae The St. Charles and Huron River Rail- 
WAY OMPAN Ve: scien ee cree eNO habe eran 20 1,000.00 
78 SiClair’ “Punnel Company so oyu wou 1 700,000.00 
79 *The Thousand Islands Railway Com- 
DATA eee ear anh tastes rena POON ENG Noe ge eas 1 60,000.00 
80 The United States and Canada’ Rail eat a . 
Road: Company aca otc: Phiri aman 1 219,400.00 425.00 
81 Vermont and Province Line Railroad 
IONTP ATIVAN aise voli s heliey een tee een il 200,000.00 
82 The Winnipeg Land Company Limited. : 20 100,000.00 


$ 202,821,731.92  $ 4,560,290.00 


The Income Accounts of Companies indicated (*) are included in the System Income 


Account as “Separaetly Operated Properties.” 
Carried. 


Mr. Futron: One question for information. What is the difference in the 
‘set-up between the Canadian National West Indies Steamships and the British 
Columbia Coastal Service; is one operated by the government and the other 
operated as a private company? 

Mr. Gorpon: In the case of the Pacific coast we own the company, and in 
the case of the Canadian National (West. Indies) Steamships the government 
owns the ships and we operate them for the government. 


Mr. Fuuton: I am interested in this. I do not want to embarrass anyone, 
but is that a fair question to ask the management? 
Mr. Mutcu: Ask the minister. 


Hon. Mr. Cuevrier: I doubt whether I can give you the history of it. This 
arose—I believe I am right in this—out of the old government merchant marine— 
ships which were operated by private operators to the West Indies, and the 
companies were not operating profitably and they decided to withdraw and the 
government then decided that it would establish a subsidiary, the Canadian 
National Steamships, and a number of these old government merchant marine 
ships were given to it to operate. I do not think it is a question of comparing 
which of the two is the better method of operation; but it was an imminent 
decision that had to be taken by the government away back in thosé days and 
they took this method. They owned these ships so they turned them over for 
operation to the Canadian National in a subsidiary corporation. 


Mr. Apamson: Are these capital stocks all Canadian funds? 


Hon. Mr. Curvrier: Do you mean the capital stock in the West Indies 
service? . 


Mr. Apamson: No, the capital stock of the whole system held by the public. 


Mr. Gorpon: Some are in the form of American funds, yes; but when they 
get into the system accounts everything there is indicated in Canadian dollars. 
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Mr. ApAmMson: Everything is broken down in that way in there, is it? 
Mr. Gorpon: Yes. 
The CHAIRMAN: “Railway Equipment’’? 


RAILWAY EQUIPMENT 


*A ddi- Retire- Conversions 


ee ta neon ments during year eee 
— 1948 uring during Soe 1949 
year year Added Retired 
LocoMOTIVES: 
Passenger—Freight................. 1,908 AD MN a eas Qu ONES ae 1,955 
SS WWali 6 LUT) Oe eters RTS SAD Me doe del 500 1 Vl aac BSE foam AED 2 554 
LSC tric. ik eee sss ti nape Ria ian a A YANDa Niis SS NAT, ath reed PHN AUS USS is AN, Seif Ra 24 
IESE HEC LPIC meh met Ck ae Se ok 108 AO chorale 2s aa Pu et ae Wind Sel RUE ys "i 148 
PUG La sees oe tI PAI at: 2,595 SOS eRe es 2 2 2,681 
FREIGHT EQUIPMENT: 
PON arse eae ae, Leah ee 75,378 1,964 BAD eoMea nea. 351 76,442 
1g eh Cah oe NR Ree BNE ee ae Bh a 5, 102 427 Wig hate tie anne 28 5, 464 
POCK. Car siey U RA Resell sae ese nome POLO i) a asta: 25 She oes wens 3, 032 
onl ars <a tne: 6 Peay He idea art 16, 080 1,091 EBSA Ieasts Ste natn oh PD Mad Niles fy) 16,598 
MANRRO ARS Os artes. Che eet 140 108 Pid Fee 5 242 
hemierator Cars)..40 Reo ei Pets. 3, 686 398 1 GAPE as eee ct 16 4,057 
Garboose: Card yeti. WR Aaa ae 1,651 31 18 LN Menai SIT 1,704 
Other Cars in Freight Service...... Daa AR Ste cacrn ty cabelas 2h ahi serene 13 
PE MDALLE We DNS Gate Simard em nae 105, 024 4,019 1,214 123 400 1073552 
PASSENGER EQUIPMENT: 
COCOA then Hon bo iione stator ocala eS sie 1,093 48 1. a ae eee DL pa 1 1,126 
MG om Dwiation Garsaiicw. tin. oe cae. 270 23 9 aI eh es he | 285 
DO ATS ek. hme a oun a, lke 86 ra) NL ST MEIN Aha Air Ua 1 93 
CTOLOI IRE CATS ee ct awe Se Sera LOS RO ane 1 tea 1 166 
PaTlOrsCAaTrs “el ouk \ yi Pokes AGE Sage UREN FN OLR I Ramet Rene i dea | ENE TT eo 61 
CBM Pal O32 i Fle) cies AG GAD, A Se ON Sa PATEL Vata Oe ade a Taney antec Ln Og IN AN ee por cai 27 
SCD Moats Tune Ny AEM ba « spbesiaee tls 2 350 1 eR ag AC a a mateo 3 366 
ROMP ISG CoCo os ee Me cla tate | 25 Rig sei ape WG eRe ENR EU bo ae ae Se LY 47 
Baggage and Express Cars.......... 1,081 50 Toh Giibtacs) has 2 peace seer as 1,116 
POSE OATS Ce Geter at ees BO Wer ren fe0a, ae me ike eee ete aaa asi MWR ee Sa 49 
bE rib Sk 5 (ht Ge en Ne 7 ain ATS OV ate SoTL nore. FF, AM SOROS ONL ta 28 
Other Cars in Passenger Service HOP aid: lee GaN 3 Aa main Same 53 
ARG UAL Stearn ne ct he eee 3,319 148 46 2 6 3,417 
Work EQUIPMENT: 
; Cars.ity W OFK SerViGG.s Gain sea ee 7,581 198 291 282 1 7,769 
FLoaTING EQUIPMENT: 
PASE BT LIOR ee a ee eu Aah ne ala ke ope Syl (DUN Ca SeMNSU set aN mee ean bal Um gana eNO Mei MOL Te TE DP tS 8 
TD ALD Rama liy iah nae Ske Secret eae OR eee ek Nala | eae tel duce ris cut ater Ney Alt cover [Minar a a age 6 
SECATICTA LEE Aree ee rete, Ae aay wh Iau ate ere. iar: Deh) sees eer at O00 ite sr Uk (ole, Ra 11 
ISR: tate rears snc orca tein a chet aes ut cate Re | pee ec tae eSBs Teall file toes Cee es We Rear 5 
DY ODI i 8 ok. Mee aA Spats me a 2a} eng a ae Neelys he at WE U2 pe A a Je ORR a BS TD 3 


*Includes Newfoundland District equipment acquired April 1, 1949—1,252 units 


The CuHarrMan: “Statistics of Rail-line Operations’? 
Mr. Futton: There are a lot of pages, Mr. Chairman. 


Mr. Gorpon: I might say that from here on these statistics are really 
matters for public information and do not call for approval or agreement from 
the committee. 


*Exclude Newfoundland District. 


1949 
43,160,657 
23,740,378 


66,901,035 


1,491,904 


63,392,939 


45,831,562 
23,805,688 
3,790,738 
152,041 
15,579,565 
1,707,756 


90,867,350 


2,003,049 


90,870,399 


1,158,838,514 


500,340,311 
6,127,545 
364,712 
19,667 
7,404,387 
42,570,764 


1,715,665,900 


788,212 
79,081 
60,709,393 
52,896,982 
8,084,720 
77,933,744 
666,307 
763,775 


201,922,214 
1,917,588,114 


3,232,465 


1,920,820,579 


23,902.01 


76,845,970 - 
30,921,807,529 
$394,424 463 


$5. 13266 
$0 .01276 

402.39 
1,288,376 
1,405,767 


73,203,829,127 
33,600,657,164 


2,681,868 


18,678,371 


1,620,839,960 


$43,287,240 
$2.31751 
86.78 

$0 .02671 
67,812 


$20,949.01 
$20,716.94 
$232.07 


164 SESSIONAL COMMITTEE © 
STATISTICS OF RAIL-LINE OPERATIONS 
*TRAIN-MILES: 
POTS GH WO CLVICE iy: a/ap oinie otis iia ere: ele lot s/o! Win SPeyini ale G! clealatolts I ays ofaters 
BP ARGEMT ET DEL VICE (U's a's hlpiiig ta cle sce 8 Biatetee aL gle Win ca eeu ialer a da 
PA GILEAD: Gates Gey iene hatatens (hace Ne Vas ie st elaya wholes coece| chard Mncualats Wye, Manate ean i 
WVIGTK i SET VICE iis cee toieyoa eu date ietaia » Mate Wie btitp at ene ee lace ane aoe 
PEARL WB), atl con ama uae RENN C itioa AU edly gratia: cain areal arie NR tae Uh pt AN eae Ug 
_ *LocoMorive-MILEs: 
PORE SOL VICE LH. city's alk n. ol biyerale eae ies POR aeiary tty sean tamenarem a Lime © wes 
Passenger CV VECO sa ie ate Mi eae wd aa aennece te Wd Selig at oe i ales ga ara s 
Train Switching a Pe NN ia ad WA AIM Wise Bata et aS Mag ag NAL Haat eh 
ie PRAOBENOTS 10) CORNER ae tala el wuarolernae. S 
ETC WLeCHITe 5 Moreton’ 3 nk We RN eee SLL Sait wy ake hattelis a 
ao PASSENGER 1) hc tenn Gne ie. Gh pital au ar Wiehe ciate 
CTIA STE CORUM Cet BUREN Mea MCCS IT nd aco NR sit al 
NOT OE VICE Por r e t eet abtua bie oA TENSE ees Me aN ath al ether eae cyanea tar w vais 
EAL Liye ty whale isle, aaa a ate ier eee hak Bite nak Wee Le ie titans is atc conte fehite BUA seta 
*Car MILES—FREIGHT SERVICE: 
Doaced i reighit Cares sei a lewis sae dines auee aiiste ts vat Mannsicea 
Empty Freight Cars ......... ee PEERS a te ME Dee Lis Vas cae ie 
Passenger Coach and Combination Cars ..........2.+-.+-..- 
sieepine, Parlor and! Observation Cargo ie vce ull ineanca wal eles 
UE UVR A TAN \e Dike CicWe, 0.5 Wns Pie Sete ce cAR Sema Rc ehailh ee piakens NM se aaa ea oe 
OL Ae) STRUTT ES Wen Sale Riess ARTO Ae en aed aC aR AR A acl Ne Rt) PAN 
AIC OSM el Calgon diate. oom ohcighe, I picket Bile yee. & Wie ee Be teoe ar bie eect aha AMO RAd Becta 
Cy! VN OD ROA Ca aA AL i EOE Rr RR MRE ER Pa eH LEN AR NG MAE tS 
*Car-MILES—PASSENGER SERVICE: 
NAO ee ROL EITC LNS he ae gta! aa ities eine hal~ pale heimam Sister Pare pe 
Bar yeh Me Reh YO APR fe i aiciaus hehe ic (ey aye RS A el ea Cle Fanaa Lae ate 
Passenger Coach and Combination Cars: oie. 0 i aye. bee ee 
Sleeping Parlor: and: Observation Cars fe... Peis sas delves 
PHAR CD ALVISY | Sik, Wak Uta: ahh by RANA S iol stile bol cate Ae tats a aaytte a pane aay cu dts matt a MLL 
OB CATS) ai kiwis oS wee Aloette BAbIN eee Fe ENE Sty ah owe 
TOU Teo Rd WLS NORGE OL % wc Aley NAMA EY hares (eM STR URE Pu Puveg on a QIEUN oan al Dail Lh 
REAM CNOMSS UN ae BoC cL Maat a ie area LI aUsGgS ALOE dee accli ate) ah TAN Nalin Slee 
MORAN UAsen ev aul uly (2 Soe La in OBALaEO MAM aad a trans acai TaN DT dS Co ee mR. 
Sot ST OV EN ca MTU nails Bee eats ial hc ah gira CnIEM p au eae Ieee caer et | Eble 
PIV SOT NTCOl Chu IN lec Ree cH Oh een llc rRiEN te PRLS GUNN ese en et 
Meh Wing NN sa cNle! arch g0a Ghat Stel RM a ts Misau ons eRe Gham Or ar Ome aMbnbalorece tN wele yes 
AVERAGE MILEAGE OF ROAD OPERATED ............ i MT ak BM ek mr 
FREIGHT TRAFFIC: 
Jone ncarried—-hevenue, Treteh bg! i slecis Wade Peek gis ep wee e 
Tons carried one mile—Revenue freight ...............0005 
Vee Key la Ce, Get wy aE Rr oat Rien AMO dial AUR AOA Be ACE TAD a Ty ND i 
TEV UGRIOI OM lc a etene ined ce ake AO Ave ta ele! Rick deat ue aMeReR Cte Late de baa aais 
Pre wOMe DOT) LOMAMITION iis Gih wielak Me:, pra ole MinieceNeara ue tke Mie conme ters ete 
est Pet SPORT UFO! OTE Ine Sean eas betta LD nar bide vay deg shee aR 
Ton-miles—Revenue freight per mile of road ............... 
Ton-miles—All freight per mile of ‘road ............. rlirs athe 
*Gross ton-miles of cars, contents and cabooses .............. 
Net ton-miles of freight (Revenue and non-revenue) ........ 
MAeeuonrs in freight Poad)Serviee «5 cAisviak eae evens gon Cee nee 
PASSENGER TRAFFIC: 
PASSE LOIS WOO ETL OG! ih Ye ies atace che < Ak aloe Gece eketartea ae es AR ae ae 
Passengers CRE PICU MOE STILE is As Boe dale aj HO eer the eee eee 
Passenger MOVED t) TALS ohio ieee area, Lee EE cc Atha Covad 
Revenue DOV DASHA SET wel c ors eee SCO areey he Sue trae aie Aue’ ot ale 
Mites per: revenue! passenger dy cf UL Whe ea Neca go 0G wGusle © divgle sled 
heneuves per passenger mile slic deel ok acc Leek ee ot aa we ais fee 
Passeneer-miles per mile of TOA. so hcj.gcds Seb. hog Kee ies bide he 
Net RAmway OPERATING INCOME: 
Grose revenue per mile of wodde\ yo. Aewk holla. Gea Caan 
Gross railway operating charges per mile of road ............ 
Net railway operating income per mile of road ............ 


1948 


44,982,912 


23,901,589 


68,884,501 


1,838,816 


70,723,317 


47,897,549 
23,934,187 
4,070,004 
145,515 
16,727,070 
1,697,406 


94,471,731 


2,449,032 


96,919,763 


1,211,547,787 


496,444,069 
6,080,471 
293,699 
14,499 
6,979,100 
44,471,685 


1,765,831,310 


624,574 
40,557 
63,942,532 
52,072,888 
8,443,302 
73,544,699 
725,399 
694,406 


200,088,357 .. 
1,965,919,667 


3,880,413 


1,969,800,080 


23,400.62 


’ $5,240,738 
32,942,999,471 
$393,544,359 


$4 .61686 . 
$0.01195 

386.47 
1,407,783 
1,532,282 


76,355,177,207 
35,856,347 ,990 


2,923,646 


20,083,064 


1,754,856,873 


$41,562,141 
$2 .06951 
87.38 

$0 .02368 
74,992 


$20,993 .89 
$20,559 .04 
$434.85 
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AGRICULTURAL PRODUCTS: 
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Flaxseed 
Other Grain (including dried peas, 

soya beans) 
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FA ay TAU er AM Fave cel wale along) obeys b she Wor Aina ia Be 
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Apples (fresh) 
Other Fruit (fresh) 
Potatoes 
Other Fresh Vegetables 
Other Agricultural Products 
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beans, 
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ANIMAL PRODUCTS: 


RT OL SCR Ee tens ete INCE rota eae, «ye erage tate wilder a 
Cattle and CalveSicnci oa tie elg pete beep re wave 
“awa 


Hog 

Bo lie (live) 

Dressed Meats or Dressed Poultry (fresh 
or frozen) 

Dressed Meats (cured or salted) 

Other Packing House Products (edible) 
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Hides BIN) Leah te E es ees Gait cee ad eevee thacece nls ae 
Other Animal Products (non-edible) 
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Total 
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MINE PRODUCTS: 


WAG AC DOGO A Mridie cs) Soin is e\Ghle ewe Mace a) <iace favajeis, ons 
SIG AUMOUIS Oa. o yare cues, 6 gta: k wee ahs Velo) altaved ai eiW magia 
Sar VSTLUMIMOUS SORE Ne wa ie cp da eee ale oom oh 
Bronites Coal) Ce ick Sek sie alo bate ae Nag sighs 
Coke 
Tren. Oresand Concenttatess 07a. fe aree' cas 
Copper Ore and Concentrates ...........--- 
Other Ores and Concentrates .............- 
Base Bullion, Matte, Pig and Ingot (non- 
ferrous metals) 
Sel FAUNA LT ek so rele bie he lope Rial oie Bialete! Dane 
Stone (crushed, ground, broken) 
Slate, Dimension or Block Stone 
CUMeD PCULOVUIO ee oi. CRC Ms tie ea tate bia oT daha ob 

ea (natural, by-product petroleum) 
alt 
Other Mine Products (not fully processed) .. 
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Forest PRODUCTS: 


Logs, Posts, Poles, Piling.............+++-- 
Cordwood aiid hOthar. Mitewoods. 52 Geir bet. 
PSA 2B alike SOM AOE HEL SMD Rilonty plain ore GMa Shed'et Vite ets 
Pulpwood 
Lumber, Timber, Box, Crate and Cooperage 

Material 
Plywood (included in Lumber, etc., in 1948) 
Other Forest Products .........-csseecdede 
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> Tarot wld mite Vette! wi 6, se) 8 00) 016) 'e. @ C0) 8 Bis, Oe 06 


Total 
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Yéar Year Increase or 
*1949 1948 Decrease 
Tons Tons Tons Per cent 
5,753,131 4,900,373 852,758 17-40 
,987 398,784 159,203 39°92 
1,342,509 1,197,443 145,066 1S a 
AT Set iat bo ls 78,632 5°91 
180,778 152,952 27,826 18°19 
102,362 218,916 116,554 53°24 
178,209 146,217 31,992 21-88 
918,830 1,005,790 86,960 8:65 
1,667,837 1,977,329 309,492 15°65 
130,326 201,218 70,892 85:23 
81,093 68,590 12,503 18-23 
86,545 97,315 10,770 © 11°07 
304,038 331,239 27,201 8-21 
400,370 405,147 R777 1518 
248,462 205,616 42.346 20-84 
766,211 704,736 61,475 - 8-72 
Nabe AY Che va 
13,890,569 Lo 257,178 633,391 4-78 
22,790 37,952 15,162 89°95 
320,044 365,874 45,830 12:53 
11,642 13,286 1,644 12°87 
133;801 144,285 10,484 P27 
86 247 161 65°18 
223,876 245,497 21,621 8-81 
41,094 88,015 46,921 53°31 
86,703 42,908 43,795 102-07 
SO,O2L 57,133 21,312 87°30 
34,950 42,416 7,466 17-60 
35,036 37,880 2,844 7-51 
26,701 40,977 14,276 34°84 
86,577 83,963 2,614 3-11 
82,054 106,073 24,019 92°64 
1,141,175 1,306,506 165,331 12-65 
2,308,810 3,218,395 909,585 28°26 
8,918,681 11,656,145 2,737,464 23-49 
1,238,632 1,293,059 54,427 Qt 
593,040 518,153 74,887 14-45 
797,968 976,450 178,482 18°28 
V2 TOs2i 3 785,034 490,239 62:45 
248 205 188,813 59,392 31-46 
2,359,510 2,248,705 110,805 4-93 
556,352 684,538 128,186 18°73 
2,163,794 2.151,189 12,605 -59 
2,361,081 2,638,687 277,606 10°52 
139,120 146,925 7,805 5°31 
775,857 429,179 346,678 80:78 
353,924 353,448 476 3 
438,754 489,000 50,246 10°28 
1,892,538 2,203,341 310,803 14:11 
26,421,539 29,981,061 3,559 ,522 11°87 
641.144 875,559 234,415 26:77 
D Kao 859223 84,672 SONS 
49 434 52.209 2,775 5-32 
4, 649,091 6,667,578 2,008,487 30°12 
4,061,996 4,770,041 708,045 14°84 
,364 _- 69,364 o 
316,918 319,769 2,851 89 
10,072,498 13,044,379 2,971,881 22-78 
51,525,781 57,589,124 6,063,343 
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Year ‘Year Increase or 
*1949 1948 Decrease 
Tons Tons Tons Per cent 
Brought Horwardy iar evan eter he 51,525,781 57,589,124 6,063,343 
MANUFACTURES AND MISCELLANEOUS: 
CASOLEN ENTE cin als ace La NS uy alte te ca hatte: 1,998,091 1,906,372 91,719 4-8] 
Petroleum Oils and Petroleum Products 
(except asphalt and gasolene) ......... 1,554,394 1,767,020 212,626 12-08 
(SAT 8c lle BAG ORS IO fa a ARE MAM TUE dr 360,599 368,478 7,879 2-14 
bron: shia and: Bloor i lNa. owe dee ee 454,026 416,421 37,605 9-03 
crate and Mastenings. 000 pki me nk cee > bia 66,193 55,063 TL F30:;. 20-21 
Iron and Steel (bar, sheet, structural, pipe).. 1,722,369 2,061,373 839,004 16°45 
Castings, Machinery and Boilers ........... 300,152 358,766 58,614 16°34 
COMVeninis tinc:s carson tes AR Uict ears Ren eNI N Ue L055:521 882,285 173,086 19-61 
Brick, and “Artificial .Stone fo 00 ee 338,701 . 381,683 42,982 11°26 
Pamenand Plaster i 0) ons ok abun eae ee hak sae 519,650 514.624 5.026 -98 
pewer, bipe and, Drain) Tile: ite faa nu, b 53,905 63,823 9,918? 1b 65 
Agricultural Implements and Viehicles other 
BAG SAM COR at eR ay Cheer Piro emeaht cea 393,310 390,382 2,928 “10 
Automobiles, Auto Trucks and Auto Parts. 1,925.530 1,830,767 94.763 5:18 
Household Goods and Settlers Effects ...... 17,392 22,160 4,768 21°52 
UPL LATE Gh dh NS Fo cb conta STURT) Wale neu 54,504 56.693 2,189 3°86 
BAC ANG! cel tie glial Wisk aa iy ae a hae vee aaa 368,129 444,703 76,574 17-22 
Berulizers call kinds: J.) Gi oe 2 oe eee fet 1;122,363 1,161,272 388,909 ss 3°35 
ome pE IME PA DET icc Tee ke er en aay are & 1,931.918 1,959,861 27,943 1°43 
OE ET ni tc a ie thie. SIR Ulin eeseat areata 356,079 440,246 84,167 19-12 
Paper Board, Pulpboard and Wallboard 
DEL DOK iti: eager nil calcd ante ainy esa Sih le) 513,564 638,293 124,729 19°54 
ose Or Oke et ect kao ie Ren eres M arta Sic E me Ley An 5 974.793 1,339,588 364,795 27-23 
Fish, (resh, frozen, cured, ete.) 0.026... o.. 109,723 121 474 11,451 9°45 
Canned Goods (all canned food products).... 592,620 677,318 84,698 12-50 
Other Manufactures and Miscellaneous...... 6,453,670 7,441,382 98%,¢12", 18°27 
Merchandise (all L.C.L. Breieyey ccc t eu is 2,083,193 2,351,867 268,674 11-42 
BOTA Nao sat cman anal ald ft BARR eae ag TU Cites 25,320,189 27,651,614 2,331,425 8°43 
Grated {Rota Tan On as sce) a a CER TIAN 76,845,970 85,240,738 8,394,768 9°85 
*Includes Newfoundland District. 
OPERATED MILEAGE, 3lst. DECEMBER, 1949 
OPERATED ROAD MILEAGE: 
Territory Owned Leased Trackage Total 
POLAn Iie Rem OTe 5 eget Ue Cy OR aay *3.691-30 6:4] 82-95 3,780°66 
Central sRegion: 1K. ewe. ous 1,133-71 347-91 27-86 7.509-48 
PNceteTI te TeglONn yer Got sey ie ee We ay 11,339-44 34°84 92-54 11,466-82 
Grand Trunk Western Lines ............ 901-68 9-50 59°75 970-93 
DentrarVermont Lanes saeco nee ee 237-92 125318 58-73 421-83 
Total Birst Main tack Solas Ue. 23,304-05 523-84 321-83 24,149-72 
PAMES TH Canada |.8 olen Kath ast beeen eee 21,949 -02 216-79 198-96 22,364-77 
Lines in United States .....3.02.-..42.2 1,355-03 307-05 122-87 1,784-95 
“Includes Newfoundland District 705-13 miles. 
OPERATED MILEAGE ALL TRACKS: 
Tite iain, Tnaek: <0. o PS io wikis haul. 23.304-05 523-84 321-83 24,149-72 
Second + Main? Track (1); awho ah. tae. 1,219-52 9-34 85-42 1,314-28 
eine Maa Drank ate Que? ih tie en 27°95 _- 3°49 31-44 
Fourth and Other Main Tracks ........ 10-78 — 5:09 15:87 
Spurs, Sidings and Yard Tracks ........ 6,047-°83 169-88 1,216-57 7,434°28 
otal “Al? Tracks 6 a eee *30,610-13 703-06 1,632-40 32,945-59 


peepee Newfoundland District First Main Track 705-13 miles; Spurs, Sidings, etc., 65-22 
miles. 
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DISBURSEMENT OF TOTAL OPERATING nee UES AND EXPENSES 


Operating revenues were Operating expenses were 
eae — disbursed:— — 
1949— 1948--% 1949-% 1948—-% 
POI WO UT raids a Seis fea eo eke are ar ahs qe ee 57.15 59.46 60.41 
» Ps Sect eaein a8 ade sal ob ae ae lS ad 11.00 TH 65 DEOL NOP 
Other Eixpensesiuis on. Vibe ee ee 27274 25.80 29.03 DT 
Total Operating Expenses. . 95.56 94.60 100.00 100. 00 
Available for Taxes and Other 
IA CRIUIALS lek wre ovale a Crees 4.44 5.40 
VOGAL AM eRe Pte laws de ab) oie 100.00 100.00 100.00 100.00 
Maintenance of Wiay Accounts .. 17.66 1 We be 18.48 LSe5y 
Maintenance of Equipment 
PACEOUITUS Hse ce ete eee bathe ZA 35 20.01 228 SO 21.16 
Prater PACCOUNES atice Gti Ne eet 182 VETS 1.90 1.88 
Transportation Accounts ..,.... 49 .07 49.94 51.35 52.79 
Miscellaneous Accounts ......... ag Pay 1.06 Toe hh 
General-Accoun te ok ie. ete ANS 4.30 472 4.54 
Total Operating Expenses.. 95.56 94.60 100.00 100.00 


EMPLOYEES AND THEIR COMPENSATION 


* Average Number *Total Payroll Average Per Employee 
of Employees 
112 AAU Nas ASCO Re ONO na 78,129 $122,354,101 $1,566 
“BEY Foch cig at lama bee Nu aaa Se 3 111,072 305,397,747 2,750 
MEO ae haha cts eae nth eat Nea 111,806 311,041,852 2,782 


*Includes railway, express and telegraph employees. Excludes hotel and subsidiary company 
employees. 


The CHAIRMAN: Shall the report carry? 

Carried. 

Now, the “Budget Items”. 

Mr. Knicutr: Before you go on to the budget items, there is a gentleman 
here who is assideous in asking questions concerning the Newfoundland 
Railway. He was asked yesterday to put them in writing. When will the 
answers to those questions be supplied? 

The CuarrMan: Perhaps that time has arrived now. I had hoped that we 
would get into the first budget item. Perhaps we should call the first budget item 
now. 

Mr, Fraser: Oh, Mr. Chairman, I understand that Mr. Fulton was going 
to put a motion too. | 

The CuairMAN: Very well. It was quite apparent yesterday that our 
member from Newfoundland had a lot of matters which were important to 
Newfoundland and which he wanted to bring to the attention of the Canadian 
National management, matters which were not of especial interest to the 
rest of Canada, but which were going to take a lot of time of this committee. 
Therefore I asked him to put his representations in writing. He has been 
kind enough to do that. So, is it now the wish of the committee that these 
should be printed in our proceedings? . 

Mr. Murcu: Together with the answers, when they are obtained. 

The CuairMAN: There are no questions contained in this statement. 

Mr. Fuuton: No questions? 

The CHAIRMAN: No questions. 

Mr. Carter: Oh, Mr. Chairman, I am sorry., I at the questions here. 


WS SESSIONAL COMMITTEE 


The CHAIRMAN; Then may I have the questions? i 
Mr. Carter: I have not passed any statement to the chairman, so I am 
wondering just which one he has. I am sorry. I would like to amend that 
one. 
The CuarrMAn: Could we not reach an agreement without taking up the 
time of the committee and then we might deal with it at the close of our 
meeting this afternoon. 
I have here a letter from Mr. Fulton. He has been kind enough to put 
in writing his requests, and his letter reads: | 
The following is the information I should like to obtain in Com- 
mittee regarding the mineral rights of the O©.N.R. referred to in the 

Annual Report under consideration. 

(1) The name of the company, companies or persons with whom the 
rental and royalty arrangements have been made, and the acreage 
under contract with each. : 

(2) The annual or other periodic rental provided for under each contract. 

(3) The rate of royalty or other consideration provided for under each 
contract. 

(4) The length of time allowed to each company or person under each 
contract, before active exploration work is to be commenced. 

(5) The length of time within which actual development must be under- 
taken after the property has beén proved. 

(6) Whether any rights have been sold outright, and the companies or 
persons to whom they were so sold, and the purchase price paid. 


I suggest that that letter should, of course, {be printed in our Minutes. 
When I received in writing Mr. Fulton’s request, I promised that I would table 
it so that all the members of the committee would) know its contents and would 
have time to think the matter over. That is the way it stands. 

Mr. Fraser: Are we not going to have the answers to those questions? 

Mr. Fuuron: I understood from the chairman that my request would be 
drawn to the attention of the minister and the president of the railway, 
and that they would consider whether they were willing to reply, and would 
advise us accordingly. 

Hon. Mr. Cuevrier: I think we should hear from the president of the 
railway. | | 

The CuatrMAn: If Mr. Gordon is ready, we will hear from him now. 

Mr. Gorpon: Mr. Chairman, I have given this considerable thought and 
I am of the opinion that it is wrong in principle that the Canadian National 
Railways should be asked to make public the particulars of business contracts 
entered into with other parties. If this is done, Iam sure it will affect adversely 
the Canadian National Railway’s ability to obtain market bids or quotations 
on business transactions. In the case under discussion, tenders were called 
and interested parties were given equal opportunity to bid. The successful 
tenderer should not, in my opinion, have this business deal made public through 
this committee: 

I would further like to point out that our chief competitor in this general 
railway field would not be obliged to disclose such information. | 

Mr. Fraser: Would not the Canadian National’s competitor be quite willing, 
if they had a deal of this same kind, to give the name of the company they 
were dealing with? 

Mr. Gorpon: I cannot speak for them. 


Mr. Fraser: How about the Canadian National? Would it object to 
giving the name of the company? | 
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: Mr. Gorpon: I do not think there is any objection to telling the committee 
the name of the company. I am sure that would be a matter of general knowl- 
edge and it would be known. So, if that information would be of help, I will 
be quite willing to give it. 

Mr. Fraser: That is one thing we might have. 

Mr. JAMES: What possible advantage would it be? 

Mr. Gorpon: I would: question it. 

Mr. Murcu: The very moment that company begins to spend $1, it becomes 
a firm contract and there would be no objection to the name being given. That 
is an altogether different matter from disclosing the details of the management. 
Mr. Futron: I will be very glad to have the name, but I must confess that 
I cannot concur as to the objection on the other points for this reason: This 
is public property; I mean that mineral rights are in the nature of public 
property owned by a publicly'owned corporation, rights which have been, so we 
understand, alienated to private companies, whose names, I understand, there 
is no objection to revealing. It does seem to me that that is public business. 

In the first place, it is business which, when one considers that the public 
of Canada:are the shareholders of this railway, they are entitled to know. And 
in addition, I think they are entitled to know what is the anticipated revenue 
that your company is going to receive from these sales, and they cannot know 
it until they know what the rates will be. 

Mr. Gorpon: That will appear in our reports from year to year. 

Mr. Fuuton: The reports will show what you actually received. 

Mr. Gorpon: Next year the report will show the actual amount we received 
on this particular lease. 

Mr. Fuuron: But it will not show under what arrangement it was made. 

Mr. Gorpon: I do not think we should be asked to give particulars of the 
actual deal. I am genuinely sorry, because it is my whole disposition to inform 
this committee about everything within reason. But I conceive it to be my 
duty to face the committee and to tell them what, in my opinion, would be to 
the advantage or to the disadvantage of the Canadian National Railways, and 
I believe if we disclosed these details it would work. to the disadvantage of the 
railways and would, in the future, prejudice us in getting the market bids 
and quotes, as I said before, that we might expect. Therefore it might cost us 
money; it might cost us more money and, in turn, cost the taxpayers of this 
country more money. Consequently, I feel it my duty to call the attention 
of the committee to my opinion; and I would like to say, very definitely, that 
I would be very sorry if anyone had any thought that there was anything about 
this particular deal that -we, in any way, were ashamed of or needed to defend. 
It was a perfectly good transaction and was done by open tender. I am quite 
satisfied that we are getting a good price, and that everything about the 
transaction was perfectly correct. Now, having said that, I am in your hands. 

Mr. Fuuton: I cannot elaborate on your feelings. I appreciate it that 
they are your considered opinion. But after giving this matter full considera- 
tion, I can say with equal frankness to yourself, and with respect, that I do 
disagree with your opinion and for this reason: that this is not, according to the 
statement which was made yesterday, a continuing transaction. The information | 
we got yesterday was that these oil rights have now all been disposed of. If it 
were a continuing transaction, and if it were a matter of trying to obtain com- 
- petitive bids so as to receive the highest bids, then I would agree with you that 
it would not be advantageous to disclose the particulars, and that it would have 
a bad effect. But we understand that that is not the situation, and that all these 
things have now been disposed of. 


170 as SESSIONAL COMMITTEE 


Mr. Gorvon: My point is that it is a continuing type of transaction. It may 
be that this particular transaction cleans up this item, but we are receiving bids 
and tenders all the time in connection with railway property. It is that type 
of transaction that I refer to. 

Mr. Futron: But there, Mr. Chairman, if that principle were to be followed, 
the implication of what Mr. Gordon says is that we would never be entitled, 
as of right, to learn what the company disposed of those assets for. I cannot 
accept that as a statement. It seems to me that the necessary implications are, 
and I conceive it as very proper, that the details of a continuing transaction 
should not be disclosed until they are completed. But once they are completed, 
my position is that we, as members of parliament and the people of Canada are 
entitled to the fullest disclosure of that information, not the details of nego- 
tiation, but the details of the results of the negotiations. 

And I say that for another reason. Let me give you an example. At the 
present time we are considering a deficit of the company, and we are about to 
consider the budget which will forecast the future expenditures. Questions have 
been raised as to the modernization of equipment and the cost of that 
modernization. 

Speaking for myself—and I believe I could name many other members of 
the committee who would be in the same position—I would be interested to kifow 
whether the company is going to receive substantial revenue or potentially 
substantial revenue and to know the length of time which might transpire before 
this revenue was likely to occur, as is covered in questions No. (4) and (5). To 
my mind, that has a distinct bearing on the business of the company and I 
cannot see how it would be of any competitive advantage to the Canadian 
Pacific Railway. 

I understand that the Alberta government discloses the details of contracts 
it has made when it puts up mineral rights for bid, and that does not seem to 
prejudice the Alberta government in subsequent negotiations. Therefore, I 
cannot see why there is any reason why the Canadian National should not 
disclose this information. 

Hon. Mr. Cuevrrer: I agree fully with your general statement, Mr. Fulton, 
that this committee is entitled to the fullest possible disclosure having regard 
to all the circumstances, and I think it has been the practice of the officers of 
the Canadian National Railway to give all the information which they possibly 
could. In fact, one member in the House the other day got up and said that he 
got more information from the Canadian National Railways than he expected. 
to get. There is no intention to withhold any information but I think the practice 
of the committee when we come to a matter of this kind and particularly to 
matters affecting salaries and the like, has been to accept the opinion of the 
officer giving the evidence. 

I am not familiar with the details of this matter. I do not know whether 
they should be disclosed or not. But when the President of the Canadian 
National Railways thinks that, in his opinion, it would be dangerous to do so in 
principle and that it might give to the competitor of the Canadian National 
Railways information which they should not hawe, then I am prepared to 
support him. Awe 

Mr. Futron: Might I suggest, if Mr. Gordon concurs with me, that I discuss 
this matter with him, preserving my right to ask publicly for information at a 
later date? 

Mr. Gorpon: I would be quite willing to do that. I am very anxious to 
make clear again that we are not concealing anything. We have nothing to 
conceal here. If there is a procedure in this committee, and I confess I am new 
here, whereby we could depend upon it that an item of this kind could be given 
off the record and it does not become publicized, I would have no objection. 
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But there is my difficulty. If it is in order, Mr. Chairman, I would welcome 
an opportunity to discuss this with Mr. Fulton, but I do not know whether that 
is, satisfactory to the other members of the committee. | 
Mr. Mutcu: First, with respect to Mr. Gordon’s last suggestion: the 
committee has no power to restrict him in his capacity as president of the 
Canadian National Railways to give his confidence to anyone. No person in 


_ this committee, I am quite sure, as an individual, will be denied information upon 


his responsibility. I do not think that this is particularly a committee matter. 
With respect to the general question, if I may, and the advisability of giving 
the information, our authority on that is, of course, the president of the road. 
With respect to Mr. Fulton’s general proposition, I think that we have to take 
the position of submitting to him because I am of the opinion that as soon as 
this contract shows in the balance sheet either as a profitable venture or otherwise, 
it is public information. But at the moment, there being no item carrying it, 
I for one, would not be prepared to press it. But, on the other hand, the principle 
is well established in this committee, and in my opinion rightly established, that 
with respect to administrative details, the committee has placed itself in the 


_ hands of the president of the road and his advisers. In other words, we entrusted 


him with the management and must either rely on him, or replace him. 


The committee adjourned until 4.00 o’clock p.m. 


AFTERNOON SESSION 
—The committee resumed at 4 p.m. | 


The CHairRMAN: We have a quorum, gentlemen. } | 

Mr. McLuvre: At an earlier session Mr. Gordon issued a challenge to me 
and as one Scotsman to another I have no right to lie down under that 
challenge; therefore, I am presenting the unsolicited proof that I was correct. 


_ These telegrams, and I have quite a bunch of them, were received this morning, 


and I did not know I had received them until I arrived in my room. I only 
intend to read one or two. This particular telegram is dated March 29, 
12:12 p.m. and it is from Kensington, Prince Edward Island, and reads as 


follows: 


Mr. Donald Gordon should take you to lunch stop We are and 
have been unable secure enough refrigerator cars in March stop 
Yesterday we asked C.N.R. Charlottetown for sixteen reefer cars to be 
placed at thirteen island stations and they stated not enough reefer cars 
available here and asked if we would use box cars instead stop Surely 
Mr. Gordon cannot maintain that enough reefer cars are available when 
island shippers unable obtain cars with which to fill orders stop We 
have been forced to decline orders for more than one hundred carloads 
potatoes during March and in addition have had orders for nine cars 
seed potatoes cancelled as unable ship on time due lack reefer cars stop 
We have had reefer cars ordered for some days for our warehouses at 
Freetown, Fredericton and Northam and this morning haven’t a single 
car at any of these warehouses stop Either there is an acute shortage 
or C.N.R. don’t know what they are doing. 


P.E.I, Produce Co., Ltd. 


Mr. Fraser: I think there should be a correction made. I think a change 


_ should be made from luncheon to dinner. 


i 
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Mr. Gorvon: If there is going to be any risk of my paying it, I want to 
insist it is luncheon, but I just want to make one comment: my operating vice- 
president still insists that 1t was only during two days of the whole month of 
March that we did not have more than 200 cars per day on the island, and at 
this moment. we have 244 cars on Prince Edward Island. So we had better get 
this sorted out and find out just where those cars are before I concede If have 
lost. the bet. ! ; 

Mr. McLure: This is dated at twelve o’clock noon today. 

Mr. Gorpon: We have daily reports on it, and our reports at this moment, 
show 244 cars on Prince Edward Island. 

Hon. Mr. Curvrier: I have daily reports coming across my desk and the 
one for March 29th, which is today is that there are on the island for loading 
936 refrigerator cars, and in transit to Prince Edward Island for loading there 
are 308. Yesterday there were on the island 244, as Mr. Gordon said, and 334 
in transit for loading. That is considerably more than the 50 per cent that 
were there last year at this time. 

- Mr. McLure: That may be but there is more than 100 per cent more 
potatoes to move. = 

The CrarrMan: I think we decided to leave that with you and Mr. Gordon, 
Mr. McLure. | | 

Mr. McLure: I think you might as well admit that I am correct. I know 
it is difficult for a Scotsman to admit that. 

Mr. Gorpon: I recognize a doughty fighter when I see one, and I am 
- prepared to buy the luncheon on the basis of your representations—correct or 
otherwise. I have never had a man work so hard for a luncheon in my life. 


_s- 
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Revised—1 
CANADIAN NATIONAL RAILWAYS 
Summary of Financial’ Requirements—Year 1950 
| 1949 1949 1950 Dee 
a Budget Actual Budget Page 
j $ $ $ $ 
OprEeRATING BupGEeT— 
CORA ETN hd rt ES BEND oR Ah fe A gS IE pe Nal tg a 37,800,000 | 42,043,027 | 32,236,000 2 
Carrrat Bupgrt— 
Additions and ‘Bétterments.2>. 208 24,500,000 | 18,296,160 | 30,872,059 | 3 
Now) ESCM IME Gwe le eed see en IT ...| 8,700,000 9,331,473 | 10,698,430 4 
Barratite Braves 1Ne sa, a eee eee Yas 612,890 382, 256 230, 000 5 
Acquisition.of Securities ..0 03.004 ee oe ‘1, 692,000 1,432,758 717,000 eG 
ase 39, 004,890 | 29,442,647 | 42,517,489 
Less—amounts available from reserves for De- 
preciation and Debt Discount Amortization. .| 15,738,000 | 14,159,638 | 17,935,000 
Total—Capital Budgets cr een sun , ..| 19,766,890 | 15, 283,009 | 24,582,489 


eS 


Norr:—This revised sheet provides for additional revenues which it is anticipated will be derived 
in 1950 from the decision of the Board of Transport Commissioners, under its Order No. 74034 dated 
March Ist, 1950. This decision substituted an increase of 16% in freight rates, effective March 23, 1950, 
in place of the interim increase of 8% authorized under its Order No. 73123 effective October 11, 1949. 


The 1950 Budget does not contain any provision for increased wage rates. 


New Equipment to be financed in 1950 is estimated at $36,698,430, of which $26,000,000 will be covered 
by a proposed equipment trust issue, leaving the balance of $10,698,430 to be provided under the Canadian 
National Railways Financing and Guarantee Act, 1950. 


Revised—2_ 
CANADIAN NATIONAL RAILWAYS 
) } i 
OPERATING BUDGET 
1949 1949 . 1950... .: 
— Budget Actual Budget | 
. $ $ oa $ 
Operaling NOVeAmtes ochre Unie te. oe Wee ater 520, 900, 000 500, 723, 386 516, 764, 000 
SOTA LIBS CKO T Ses ty cased yeaa kal Oem Leedts mesa Tt RA ALR eben 494,300,000 | 478,501,660 482,500, 000 
NetiOperatine Revenaeas 4. fel we ih oe ee le 26; 600, 000 22,221,726 34, 264, 000 
Net Income Charges, excluding Interest..................... 18, 290, 000 18, 163, 818 20, 753, 000 
Interest-on Funded Debt-—Public, ....2..05 ses. . eeee cece ds. 22,833,000 24,302,651 24,088,000 
Interest on, Government Loans). i ew wee eh 23, 277,000 21,798, 284 21,659,000 
DD BLCIE Aix, Seka tae Ree Heme et OTL arose Mar Moen yah Le ey to 37, 800, 000 42,043,027 32, 236, 000 


Nore:—This revised sheet provides for additional revenues which it is anticipated will be derived 
in 1950 from the decision of the Board of Transport Commissioners, under its Order No. 74034 dated March 
Ist, 1950. This decision substituted an increase of 16% in freight rates, effective March 23, 1950, in place 
of the interim increase of 8% authorized under its Order No. 73123 effective October 11, 1949. 


The 1950 Budget does not contain any provision for increased wage rates. _ 


The 1950 Budget includes $3,096,000 for contribution to the deficit of the I.C.R. & P.E.I. Providen® 
Fund also $100,000 for contribution to the Grand Trunk Superannuation Fund Association. 
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CANADIAN NATIONAL RAILWAYS 
Additions and Betterments and New Equipment 


— —————————————————————————eeeeeooooeoeneqoqoeeeeeeaaoems’ 


1949 1949 1950 
— Budget Actual Budget 
$ $ $ 
ADDITIONS AND BETTERMENTS— 
DAE PGMS ELO ROR ROI 8 Giles veatc Lal cils Petes se Sle emUIMUT eae aly te aids em, 2,367,020 1, 529, 551 3,019, 634 
HEP TA go 4 ib APS ca (os 1 Reem MED og Tene RD AY cE UUM PUL 12,007,383 8, 747, 967 10,447,779 
MU PBEOT IO TRE CION hs. ci cciag en oe ele ek leek eae Rt eA RIA * 6,035,003 4,316, 932 7,385, 944 
Grand Trunk Western Railroad COninaDVa nates 3,005, 678 2,179, 136 2,958,810 
Central Vermont Railways oie eames ik codes 337, 843 170, 713 350, 790 
subsidiary Com paniess, fi 9 Gos le wets miaieensiarele alge Male 44,001 708, 541 297, 909 
Express, Telegraphs and Other Departments........ 4,306, 694 2,526, 626 9, 205, 394 
Additions and Betterments to Equipment, Canada. . 5, 216, 528 2,857, 635 5,977,779 
Boaipment: Retivements....',, jcc tears ore nal ee tes Cr. 3,820,150 3,323, 859 3, 771, 980 
29,500, 000 18, 296, 160 35, 872,059 
Less—Portion of projects included in the above re- 
quirements not physically completed by the : 
GHG Of Laervemtiesy ks 6 nh md) eh a a Tn 5,000, 000 5,000, 000 
Total—Additions and Betterments....... 24, 500, 000 18, 296, 160 30,872,059 
New EquiePMent— 
1947 and 1948 Programmes— 
Additional Budget expenditure on equipment covered ; 
PU UNL Use OLIOS, OC ANG ky oe acid alec aaah ti tence att var Mase teria nts eh LOTS OST ee arent eae 
1949 1949 | 
1949 Programme— Budget Actual 
Revenue Equipment........ $30, 337,138 $29, 581, 632 
Less Trust Series ‘‘U’’...... 22,500,000 22,000,000 
7,837,138 7,581,632 
Miscellaneous Equipment... 862, 862 733, 854 
$ 8,700,000 $ 8,315,486 8, 700, 000 8.315, 486) | in Sones Tack 
1950 
1950 Programme— Budget 
Revenue Equipment.................... $ 34,751, 400 
Less—proposed Trust Series ‘‘V’’........ 26,000,000 
s 8,751, 400 
Miscellaneous Equipment............... 1,947,030 
BU COSTAR a Ie ASE Oh AA Onna eae 10, 698, 480 
Total—New Equipment.................. 8,700, 000 9,331,473 10, 698, 430 
1949 1950 
$ $ 
EXPENDITURES FINANCED THROUGH EcUIPMENT TRUSTS— 
Trust Issues: 
Caine Bagh RU REMORSE CORE a NLA MW PS Oi Rie ae ReaD RC ey Oy Be a 127720. BoC Gone eee 
SPEEA TECTIA GI Race ital a nae Maar CIRM Te eet oni ive NE Mn GAERU AC OG RS TAL clad: dP oEy ee SN By eae Gi ZTE BLO eee aaa ae 
PtGpOSCU 1 O50...) RUSE, DOFIES! | VGivaiy ya eee Ca ees Esha ibe aaRinle al, ae Ta le ean ae eey a a Mal 26, 000, 000 
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New EQuIPpMENT 


CaNaAbDIAN Nationa, Ramways SystEmM— 
1950 Program: 
3 1000 H.P. diesel locomotives (M. & S.C. Rly.) 
4 3000 H.P. diesel road locomotives 
20 1000 H.P. diesel switch locomotives 
18 600 H.P. diesel road switchers 
22 600 H P. diesel road switchers 
100 covered hopper cars 
3 depressed flat cars 
25 automobile cars (Newfoundland) 
60 30-ton box cars (Newfoundland) 
35 Deluxe air-conditioned coaches 
5 mail and express cars 
3 mail cars (Newfoundland) 
50 standard baggage cars ~ 
4 standard baggage cars (G.T.W.) 
3 standard baggage cars (Newfoundland) 
10 express refrigerator cars (Newfoundland) 
6 sleepers (Newfoundland) 
50 sleepers 
rf cafe parlor cars 
10 diners 
3 electric locomotives (Suburban Service) 
6 multiple unit, cars (Suburban Service) 
15 multiple unit car trailers 
Total cost, including Sales Tax and Inspection Charges...............0...055 $34, 751, 400 
Less amount of proposed Equipment Trust Issue...................... 26, 000, 000 ar 
———— $ 8,751,400 
Miscellaneous Equipment— . 
oe 20 16 cu. yd. air dump cars (Newfoundland) 
1 Jordan Spreader (Newfoundland) 
1 50-ton locomotive crane (Newfoundland) 
10 Russell snow plows, single or double track wing plow, steel, with flanger and 
ice-diggers 
4 Jordan Spreaders, standard type, with modified type ‘‘A’’ front plow attach- 
; ment ‘ 
1 diesel industrial hoist, 30-ton capacity 
1 diesel industrial hoist, 30-ton capacity, with magnet 
100 70-ton Enterprise, or similar type, longitudinal hopper cars for ballast service 
28 air dump cars, Austin-Western type ; 
2 air dump cars, Austin- Western type (Central Vermont) 
1 standard type Jordan Spreader. (Revote Central Region AFE 71/252) 
17 water transports constructed from salvaged locomotive tenders 


a Total—Misceliancous Hquipmment, \. safes ss eile ek Oe otidan Oe aati $ 1,947,030 


GRAND CEORAT Ceo Ne, oemecrate Nuon tan mre CANE RGAE TAs ah aa $10, 698, 430 


CANADIAN NATIONAL RAILWAYS 
Construction of New Branch Line from Barraute to Kiask Falls, Province of Quebec 
Authorized under Chapter 41 of 1946 Statutes 


ScHEDULE oF AcT 


Estimates 
Location Average 
é To be : 
Mileage Expenditure 
_Expended per mile 
i $ , $$ 
From Barraute to Kiask Falls on the Bell River, in the 
PTOVINGS. Gl JUDO. ack nese MRC ee Coe fe pia ahavelle xt arabe 55 4,125,000 75,000 


Plus 15% 


The location surveys for the above line were completed in September 1946 and contract was awarded 
to the lowest tenderer on December 26, 1946, namely, the Therrien Construction Company Limited, for 
the clearing, grading, culverts and trestles from mileage 0 to mileage 39-02. 

___ Operations over this line, up to mileage 39-02, were commenced on February 28, 1949 with the inaugur- 
ation of mixed train service. . 

$3,003,733.55 has been expended on the line under the authority of this Act to December 31, 1949. 

The estimated expenditure for the calendar year 1950 is $230,000. This amount covers lifting of settle- 
ments and shrinkages of embankment across muskegs and bringing the track to finished elevations, ex- 
tension of right-of-way fencing at locations being opened up for settlers, final payments to contractors and 
erection of permanent sectionhouses. 


ee. ee ae 
2 a 


=> 


= 


ete 


- RAILWAYS AND SHIPPING | 177 


CANADIAN NATIONAL RAILWAYS 


Acquisition of Securities and Retirement of Capital Obligations ; 


| SU MIN S ede N I EU NIGP A RNA tN SEA A een SS ee er ae RET SES 
eas S S600050505000—000000000SS0—eu—aqg—_ 


1949 1949 1950 
ae \ Budget Actual Budget 
$ $ $ 

Toronto Terminals Railway— 

Joint with Canadian Pacific Railway Co.—General Additions 

and Betterments-—C:N.R. Proportion 50%)... 5 aye GOS000 5) sere 100, 000 
Northern Alberta Railways— 

Joint with Canadian Pacific Railway Co.—General Additions 

and:Betterments—C.N:R: Proportion 50%. 20.0800. Wea ee 400, 000 250, 000 425, 000 
Chicago and Western Indiana Railroad— : 

Advances under agreement of March 1, 1986................... 180, 000 183, 062 187, 000 
Atlantic and St. Lawrence Railroad— 

Purchaselol. Capital Stocks!) ta TH Ohne es at ek Ok eu cade 5,000 1,936 5,000 
Dominion Telegraph Securities, Limited— — 

Purchase of remaining interest in the lease (expiring in 1978) of 

the properties of the Dominion Telegraph Company, the rental 

payable by the Canadian National Telegraphs under 

said lease being $62,500 per annuM.........6. 2.0.0: eee eee eee TO17 OOO \) 907) TOO oer eres 

| 1,692,000 | 1,432,758 717,000 


Cee eee ee erie eee aero ee ee a eee eee eee ences eee ree eee ee NT Es rate Taz ee LAAT ERR ea 


¢ 


The Cuarrman: Gentlemen, we are on the first budget item and I assume 
I can mark it carried because it is on last year’s operations. 


Mr. Fuuton: Just before the budget carries do I understand that the 
reports which were considered in detail stand for adoption until one or two 
answers which are still outstanding are brought in. 

The CuatrMAN: They have been adopted, but an undertaking has been 
given that the questions will be answered and “of course the matter will be 
fully considered before we draw up our committee reports. | 

Mr. Fuuron: Yes, but I am not anxious for the answers to these various 
questions now, but I just want to be clear that an opportunity will be given 
to come back to them before the Canadian National Railways officials retire. 

Mr. Fraser: You said that the report had been passed, I think, when we 
adjourned for luncheon. | | 

Mr. Mutcu: We carried it and changed the subject. | 

Mr. Fuuron: I remember Mr. Carter said he had a question to ask, and 
my understanding was that the report was not carried until these matters were 
cleared up. 

The CuarrMAN: Let us not waste any more time. 

Mr. Murcn: It was carried. No one dissented. 


Mr. Gorpon: There are two things we would like to mention. One is the 
statement covering for what purpose was the Canadian National securities 
trust created? That statement is now here and we will hand a copy to each 
member of the committee. 

(Statement appears as Appendix “A”) 


Secondly, before we turn to the budget, it is necessary to call attention 
to the fact that we have provided revised sheets and the revised sheets take 
care of the fact that we now have included in the budget the additional revenues 
which are anticipated will be resulting in 1950 from the decisions of the Board 
of Transport Commissioners under their order No. 7034 dated March 1, 1950, 
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so that I would ask each member to make certain that we are looking at the 


revised sheet of the budget which was distributed this morning. It is marked 
revised “I”. That is the sheet we are studying. 

If you are ready, Mr. Chairman, I will proceed. You will find on the sheet 
marked revised “I” that we have an operating budget in which we estimate 


a deficit for 1950 of $32,236,000. Members of the committee will now turn 


to page 2, also marked revised and you will find that the operating budget 
is also shown there for 1950 as compared with the actual figures of 1949 and the 
budget for 1949. Our operating revenues are budgeted for 1950 in the sum 
of $516,764,000; our operating expenses are budgeted for $482,500,000, showing 
a net operating revenue in the budget of $34,264,000, as compared with an 
actual result in 1949 of $22,221,726. Our net income charges excluding interest 
are budgeted for $20,753,000. The interest on our funded debt to the public 
is budgeted for $24,088,000, and interest on government loans for $21,659,000. 
The sum of these three latter items deducted from net operating revenue leaves 
us with an estimated deficit of $32,236,000, as compared with an actual deficit, 
on the same basis for 1949, of $42,043,027. Now, that takes care of the operating 
budget. | 

I suggest now the committee members turn back to page I again and I will 
now refer to the capital budget. You will find the capital budget shows additions 
and betterments estimated at $30,872,059. I think, perhaps, we had better 
take each item. If you will turn now to page three, the members will find 
that the figure of $30,872,059 is detailed by regions in the statement which you 
have before you, and further, on the next page, which is headed 3-A, there is 
a breakdown in the main items contained in that figure shown by regions and 
again you will find that the grand total of the regions in the breakdown amounts 
to the sum of $30,872,059. Now, if you will turn back to page I, you will 
find the next item as new equipment budgeted for $10,698,430. Turning now 
to page 4, you will find the breakdown there of the individual units for the 
1950 program. I would ask members to particularly notice that while the 
grand total is shown on this sheet as $10,698,430, which ties in with the figure 
mentioned on page I, the cost of the items shown on page 4 will be $26 million 
more than the $10 million figure. The $26 million will be raised by means 
of an equipment trust issue, so we are only concerned with the item of $10,698,430. 
Now, if you will turn to page I again, you will notice that the next item is 


Barraute Branch lines, budgeted for $230,000, and on page 5 you will find 


the particulars of that expenditure. 

Then, the last item on page “I” again is shown as $717,000 for the acquisi- 
tion of securities, and the detailing of that item is given on page 6. 

Now, then, the grand total of the four main headings in the capital budget 
which I have just given you, again referring to page I, comes to $42,517,489, 
and if we deduct from that the amounts available from reserves for depreciation 
and debt discount amortization totalling $17,935,000, it leaves a net total capital 
budget of $24,582,489. 


Now, I would call particular attention before leaving this estimate that 


this 1950 budget, while it now has been adjusted to include an estimate of 
additional revenue granted to us the other day, as I mentioned before, does not 
include any provision for increased wage rates, and if the result of the negotia- 
tions now going forward means increased wages in any way, then the budget 
will be adversely affected to the extent of. such wage adjustments. I am ready 
now, Mr. Chairman, I think that covers the main factors of it. 


The CuHarrMAN: Shall we start at the first item capital budget, additions 
and betterments, the details of which you will find on page 3-A. 


Mr. Hartrietp: The operating budget? 


RAILWAYS AND SHIPPING | 179 


Mr. Giuuis: May I say this. I think that the statement contained in this 
budget, with the many wage negotiations that are now going on, is a piece of 
bad psychology. We stressed here yesterday the necessity of obtaining the 
co-operation of all of the employees of the C.N.R. Wage negotiations are now 
proceeding. This statement is going out to practically the whole of the service. 
You say that you are adopting a very skimpy budget, but you definitely tell 
the employees of the system across the country that you are not budgeting for 
anything as far as wage rates are concerned. If I was outside that would mean 


‘to me that the C.N.R. does not intend to increase wages anywhere along the 
line. If they intended that they would have provided for it. 


Hon. Mr. Cuevrizr: It indicates nothing of the kind. 

Mr. Ginuis: You are not putting anything in the estimates? 
Hon. Mr. Curvrier: Why should you? 
The CuHairMan: Has the president to prejudge the matter? 


Mr. Giuuis: Just a minute. I say that the statement should have been left 
out because I think it is wrong to put it in and it creates the impression outside 
that you have laid down your budget. You have made a definite statement in 
the budget that no provision is being made for any anticipated wage increase. 


The CuarrMan: Mr. Gillis, before you leave that point, I may say that I 
listened very attentively to what the president said. I understood that he 
simply gave a warning to the committee that, to the extent to which wage 
increases are made, the deficit item will be increased. Now I cannot read any- 
thing more than that into his statement. 


Mr. Gituis: Well, Mr. Chairman, you are sitting here and you are not a 
brakeman, an engineer, or a porter on the C.N.R. somewhere between here and 
Vancouver. You understand what is going on and I think I have a fairly good 
idea myself. However, I am talking about the psychological reaction to that 
particular statement being made in the budget. I say that it is wrong to put 
it in and I would like to ask Mr. Gordon a question. There is the notation that 
the Board of Transport Commissioners raised the freight rates by 8 per cent, 
but was it not definitely understood that the 8 per cent increase was necessary in 
order to offset anticipated wage increases or adjustments in this period? 

Mr. Gorpon: Oh no, that is not correct. May I point out that until a matter 
of a week ago this was a double-barrelled matter in that we had not made 
provision in the budget for increased wages that might come about as a result 
of the negotiations and nor had we included any revenue increase from the 
award of the Board of Transport Commissioners. If we had been considering the 
budget a week or ten days ago we would have had both statements in it but today 
we have the award of the Board of Transport Commissioners. I just realize now 
that I should have stated as well that the last judgment of the Board of 
Transport Commissioners is under appeal and we have not included in this budget 
any further revenue that might come by way of the appeal. I realize that we 
should have had that in. Moreover, this sort of statement. has been shown in 
every budget coming before this committee, when, in fact, there were any 
negotiations-outstanding. We have followed the same procedure every year. 


Hon. Mr. Cuevrier: I was going to say that the railway workers received 
an increase of 17 cents in July of 1948. When the president of the C.N.R. came 


' here with his report he did not include the increased wage rates because the 


matter was before the conciliation board. He did not know what it was going to 
be. My recollection is that there have been two increases—there may have been 
three but I am sure that there have been two—and at no time were they included 
in the budget. It is not possible to include in the budget what has not been 
decided upon. 
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Mr. Gorpon: This is the statement made in the 1948 budget, before the 
committee: rie ae 

“No provision is made in the 1948 budget for any additional revenue which 
may result from hearings now before the Board of Transport Commissioners in 
respect of increased freight rates. Neither 1s there any provision for further wage 
increases included in the 1948 operating expenses.” 

Mr. Grriss: The point I am endeavouring to clear up is not to let the impres- 
sion go out to those now negotiating for the employees that the railways have 
closed their minds to any adjustments. 

Mr. Gorvon: I am not saying that at all. I am simply and honestly pointing 
out to the committee the fact that there might be wage adjustments and the 
budget will be affected if they are upwards; if they are downwards the budget will 
also be affected! 

The CuairmMan: I do not assume that any committee member, after our long 
work up to now, will have any questions in regard to the first item—deficit. We 
have gone over the 1949 statement. Shall I mark the deficit carried? 

Mr. Ginus: This operating deficit is something that ought to be clearly 
understood. The Minister of Transport comes to the House of Commons every 
year and there is shown a deficit of $40,000,000 or $42,000,000 against the C.N.R. 
The assumption by most people in the House, and by the public generally is 
that the road is a very inefficient road. The C.N.R. goes in the hole, whereas 
the C.P.R. makes money. I was rather surprised to find that practically all of 
the deficit that accrues to the C.N.R. year by year is the result of interest 
payments. 

Hon. Mr. Cuevrier: That is right. ; 

Mr. Gruuis: More than the total deficit we pay each year accrues because 
of interest and not because the railroad is not operating efficiently and making 
money as-such. I know that Mr. Gordon is making a representation now to the 
royal commission on this particular point, but I think it is something that should 
be made clear to the public. It is not understood by the public and it is not 
understood in the House of Commons—however I am going to see that it is 
understood. this time. 

Mr. Gorvon: May I just make asstatement? The point Mr. Gillis has raised 
-has been pointed out by the railway on every conceivable occasion when there 
was a chance of obtaining publicity. 7 

Mr. Giuus: But you are not getting much publicity. 

Mr. Gorvon: My trouble is, and I have informed the royal commission, that 
so long as the results of the present capitalization draw down to a deficit, then as 
soon as the figure is released for the year the newspapers will publicize it. There 
is no way of controlling that sort of reaction—it just happens that way. It is 
much more spectacular to have a headline showing a deficit of $32,000,000 or 
$49 000,000 than it is to say that if it had not been for interest charges the C.N.R. 
would have shown a profit. That sort of thing would not make headlines. 

Mr. Ginuis: Would you tell us what you have in mind by way of changes in 
capital structure? 

Hon. Mr. Curverer: May I interrupt here to say that I have been making 
a number of speeches on this very matter in the last couple of months. I have 
been taken to task by your colleague, the member for Winnipeg North Centre. 
He does not like the speeches I have been making in this regard and I wish he 
would agree with you on this matter. 


Mr. Guus: I will see that he does. | 
The CuarrMan: I accept the honourable member’s undertaking. 


RAILWAYS AND SHIPPING 181 


- Mr. Apamson: Mr. Gordon, in your budget for 1949 you budgeted for a 
deficit of $37,000,000 but you had an actual deficit of $42,000,000. In the budget 
of 1950 you are budgeting for a $32,000,000 deficit. Assuming that the 1949 
figures are somewhat similar, one can estimate that actually you will have a 
deficit of considerably more than $32,000,000. 

Mr. Gorpon: I do not think that follows. In trying to arrive at a budget 
of this kind it is very very difficult to forecast all the conditions that will arise in a 
year. As you know it is a guess; but I would not want to say that you could 
take one year’s figures, and by reason of the fact that our guess for that year 
was out by a certain percentage, that it would follow that the guess would be out 
by the same percentage for the next year. We are trying to give the committee 
the order of magnitude in regard to our figures. 

Mr. Apamson: Have you any figures with respect to the wage negotiations 
which are going on? I understand that the men are asking for 14 cents an hour? 

Mr. Gorpon: I mentioned that yesterday. 7 

Hon. Mr. Cuevrirr: It is referred to on page 6. 

Mr. Apamson: Yes. What will it mean, have you any estimate? 

Mr. Gorpon: We have at this moment outstanding requests from labour 
organizations for increases of pay or revision of working conditions—forty-nine 
individual applicants on our Canadian lines and ten applicants on our lines 
in the United States. If all the requests were granted on the basis of the sub- 
missions now before us, it would. add an additional cost for wages generally of 
practically $58,000,000. That is on the C.N.R. alone. 

Mr. MurcH: What would that raise freight rates to? 

Mr. Gorpon: If we include the other railways, the additional cost of present 
submissions would total something in excess of $80,000,000. 

Mr. Hatrretp: You would have a $90,000,000 deficit. 

Mr. Gorpvon: If you added the $58,000,000 to the $32,000,000 you would have 

a defict of $90,000,000. I do not mind saying, Mr. Gillis, that I pons we do not 
Ras to do that. 

Mr. Apamson: That is just on ‘the OWN RR? 

Mr. Gorpon: Yes—if the requests were granted. 

The CHatrMAN: Mr. Fulton, you have been trying to get the floor. 

Mr. Funron: Yes. In the detail here it shows the anticipated deficit as 
$32,000,000. I see you have shown operating revenue for 1950 as being anti- 
cipated to amount to $516,000,000. I notice that the operating revenues which 
you actually received in 1949 were $20,000,000 below your 1949 budget. You 
have referred to that in your report as being largely due to a decline of some 5 
per cent in the over-all volume of traffic. If your operating revenues in 1949 
fell. in spite of some increases in freight rates what trend do you foresee, or 
what is the basis upon which you foresee an increase in the revenue in 1950 
over 1949? 


Mr. Gorpon: In part it will be due to the increase in freight rates aria 
will become ‘applicable this year—the increased rates effective from March 20th 
of this year; the last 8 per cent we received. We expect to pick up about 
$11,764,000 additional revenue on the same volume of traffic. Then last year 
the first 8 per cent was not effective for the whole year. If we put that on an 
annual basis, and add to it the new increase we got, we expect to get an addi- 
tional revenue of $26,099,000. 

-Mr. Futon: On the same volume of traffic, but due to the increased rates. 

- Mr. Gorpon: Yes, due to the increased freight rates. 


f 
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Mr. Futron: May I ask you this: in your estimates have you allowed for 
a continuance of this decline? 

Mr. Gorpvon: Let me put it this way: we expect by reason of increased rates 
a total of $26,000,000 but we expect a traffic decline which would affect our 
earnings minus to about $12,000,000, and that comes off to figure of roughly 
$14,000,000 increase; and if we enjoy the same volume of freight movement in 
Newfoundland we add another $2,000,000 to get the total increase of $16,000,000. 
And there, may I point out, that our figure with respect to last year deals with 
only nine months of operation in Newfoundland whereas this year we are consider- 
ing operations for the full period of twelve months. | 

Mr. Fuuron: Again you are budgeting for a deficit of $32,000,000, but I 
frankly do not understand the system by which the government, or parliament 
shall I say, cover the C.N.R. deficit with respect to interest, the C.N.R. deficit 
of course arising largely out of interest charges as it does. I find it rather hard 
to understand and follow just what takes place in respect to this C.N.R. deficit 
when it comes up in the budget in the House of Commons. : 

Hon. Mr. Cuevrter: May I say this, that we do not budget for it, we vote 
‘t under the Canadian National Re-financing Act at the end of each year; or, if 
this committee approves of the budget of the Canadian National then the 
system under the Re-financing Act can borrow from the government, through 
the Minister of Finance, the money it needs from time to time to carry on its 
operations; and then at the end of the fiscal year that amount is provided for. 
You will recall that three or four days ago I had in my supplementary estimates 
this item of $42,000,000 or $43,000,000 upon which certain information was 
required. 

Mr. Fuuron: That is the part that I do not understand. Why do you not 
set off against that the approximately $21,000,000 which they pay on account 
of interest? In other words, there is a vote of $42,000,000, but against that 
there is this other amount of $21,000,000 which is paid in the form of interest 
by the railways to the government, and I do not see why we should tax ourselves 
this amount of $42,000,000 when we really have a credit of that other amount of 
$21,000,000. 

Hon. Mr. Curverer: But we are not taxing ourselves. It is the method 
we have followed all along, and it seems to be the most logical method; certainly 
it is the one which has been recommended by the auditors of the Canadian 
National Railways and also by the auditors of the government.. 

Mr. Gorpon: One point I think will make that clear: While you show 
on the expenditure side of the government accounts $42,000,000 which you pay 
to take care of the C.N.R. deficit, the government also shows income or receipts 
amounting to $21,000,000 which is received in interest on loans made to the C.N.R. 

Mr. Fuuton: I see that. 

Mr. Gorvon: So the net amount so far as the over-all budget is concerned 
is a debit of $21,000,000. | 

Hon. Mr. Cuevrrer: May I just say that I have just been informed that the 
C.N.-C.P. Act provides specifically that the debt of the Canadian Nationa] 
Railways shall not be funded. ; 

Mr. Gorpon: At the time of the 1937 revision it’ was agreed that the deficit of 
the Canadian National Railways should be paid out of the current year’s budget. 
The old system was one whereby we borrowed all the money we needed in the 
open market and the government of Canada guaranteed the bonds. That has 
been discontinued. Up to that time we were constantly borrowing money in the 
market to pay deficits which continually pyramided our fixed charges. With 
regard to that item of $26,000,000 for new equipment, that is taken care of 
in the form of an equipment trust issue and does not further increase our 
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borrowings from the government. That is the type of issue we float in the 
open market, although we can secure the funds required in the other way. 

Mr. Fraser: The government guarantees those bonds? 

Mr. Gorpon: Except the equipment trust issues. 

Mr. Futton: They would both be interest bearing? 

Mr. Gorvon: Definitely, yes. 

Mr. Apamson: I asked Mr. Cooper this morning if he would prepare a 
statement along this line relating to accumulated deficits. 

Mr. Cooper: I haven’t got around to that yet. 

_ Mr. Apvamson: I take it the members of the committee are interested as it 
is right along the line of this same subject. 

The CHAIRMAN: Shall the item carry? 

Some Hon. Memsers: No. 3 

Mr. Fottwett: Do I understand that during the course of the year if the 
Canadian National Railways find themselves running short of money they cap 
call from time to time on the government for a grant at no interest? 

Mr. Gorpon: Yes, the Canadian National, when this goes through, is 
authorized to anticipate their deficit and draw down from the government 
a certain amount each month. 

Mr. FoutuweEtu: Draw down as you require it? 

Mr. Gorpon: That is right. 

Mr. Fottwewtu: Then I take it, for instance, that if you are operating 
at ‘a greater deficit than you anticipate—let us say that you budget for a 
deficit, of $32,000,000 and you find yourself faced with a deficit of $33,000,000— 
you can keep on drawing on the government; or, do you have to wait until 
a final adjustment is made? ‘There is no interest charge on that, I take it? 

Mr. Gorpon: There is no interest on the deficit. 

Hon. Mr. Cuevripr: That is covered by section 9 of the Re-financing 
Act. 

Mr. FottweLt: The management does not have to wait until the end. of 
the year to draw this down, they can finance their deficits from month to 
month as they go along? 

Mr. Gorpon: You are quite right. 

Mr. Apamson: And if your deficit runs over the $32,000,000 for which you 
budget is that covered? 

Mr. Gorvon: That would be a matter for the government. It can be 
financed under the provisions of the Act. | 

Mr. Foutweiu: But up to the $32,000,000 you can draw it as you need it? 
And that comes in the supplementary estimates at the end of the year? 

Mr. Gorvon: Yes, there is authority under the Act to keep on advancing 
money to the extent of our deficit. 

Mr. FoutweLu: And that is paid from month to month? 

“Mr. Gorvon: We estimate it each month and we draw on the Department 
of Finance as required. 

Mr. Fotuwetu: And I see that you went from $37,000,000 to $42,000,000 
in 1949, that meant an extra $5,000,000. 

Mr. Coorrer: That is correct. 

The CuHarirMAN: Shall the item carry? 

Carried. 
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The 'CHatiRMAN: Capital budget additions and betterments, you will find 
that on page 3. | Pa he ee . Temi he at 
Mr. Hatrietp: On pages 3 and 3 (a). : 
Hon. Mr. Cuevreier: Yes, om pages 3 and 3 (a). 


Mr. Fraser: I would like to ask a question here. We have the heading 


Highway and Crossing Protection in this item as it relates to. different regions 
of the country. I gee there is no item there for Newfoundland and none for 
the western region; apparently they have nothing at all for highways and 
crossings, : 7 . 

_ The Cuairman: There is provision there for the western region; you will 
find it on page 3 (a) about a third of the way down the page. 

Mr. Fraser: Yes, but there is nothing there for Newfoundland at all 
so far as I can see. 7 : | 

Mr. Gorpon: Well, those requests apply to the different districts. If 
nothing is shown for Newfoundland it means that there are no crossroads 
which need additional protection. This is all new expenditure. Our operating 
officials are expected to know what they need and to put something in the 
budget if existing protection is regarded as inadequate. Is that right Mr. Dingle? 

Mr. Dtnein: That is right. Be 

Mr. Fraser: Yesterday I brought up the matter of marking freight cars. 
I personally feel that they should be marked as a safety precaution. The 
same matter was brought up by one of the C.C.F. members last year or the 
year before, and I am bringing it up again because I think something has 
to be done to protect the public at these crossings. | 

The Cuairman: Mr. Fraser, that matter was fully dealt with yesterday. 
Is it your intention to“bring it up at every sitting of this committee? 

Mr. Fraser: I brought it up again because I want to express my very 
strong views that something should be done to protect the people of this 
country in this matter of highway crossing traffic accidents. 

The ‘CHatrman: I understand your intention, but I was just asking you 
as a matter of information if you intend to bring it up at every meeting of 
the: committee. ae 

Mr. Fraser: This is only the second time I brought it up. I hope 
Mr. Gordon will make a note of it and see what can be done. ~ 

Hon. Mr. Cuervrier: I think I indicated yesterday that the Board of 
Transport Commissioners must rule that this can be done. ' 

Mr. Fraser: I hope the minister will bring it to their attention and see 
if something cannot be done because it is being done in the States. | 

Hon. Mr. Cuevrisr: I shall be glad to do that, but I should point out that 
it would have to be done not only by the Canadian National Railways; the 
Board of Transport Commissioners, if they were to order it done, would have 
to include all the railways, and it could only be done by an application made 
to the board by somebody. 

Mr. Fraser: Even if they could only do it for twenty-five or fifty cars 
a year, it would certainly help greatly. 

Mr. Morr: What good is it going to do to have it done to twenty or 
twenty-five cars a year? You will have people looking for marks on these cars 
and when they: don’t see them many go right through and smash into the 
cars. Frankly, I think it would have to be done for all cars if anything were 
to be done at all. 

Mr. Gorpon: Mr. Chairman, may I say this, that there are before the 
Board of Transport Commissioners constantly all sorts of suggestions in regard to 
safety and it is quite impossible for us, I think, to form any judgment of a 
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new idea of this kind. There is a regularly constituted body that is entrusted 


with the duty of examining all these devices and seeing which is best in the public 


interest. I might mention by the way that we have 107,000 cars that would be 


affected by this suggestion and fifty cars a year—well, it would take a long time 
to get around the whole 107,000 cars at that rate. : 

Mr. Fraser: But one of those cars so marked might save a person’s life. 

Mr. George: I do not think it would do very much good just to put this 
special marking on twenty-five or even fifty cars a year.- | 

The CuatrMan: I am afraid it would only add to the hazard. 

Mr. Gorpon: It would be certain to increase the hazard. When people get 
used to seeing a device of that kind on a car they expect to find it on all cars, 
and when that is not the case you increase the hazard. 

Mr. Fraser: I don’t agree with you at all; I feel that this is an important 
development in safety measures; and suppose that it only saved one person from 
breaking his neck, it would be more than worth while. 

Mr. Gorpvon: I always remeinber that it is differences of opinion which make 
marriages and horse races. 

Mr. Fotuweiu: May I ask if there is anything to be provided for the elim- 
ination of grade crossings, level crossings? 

Mr. Apamson: Yes, I was going to ask that question too. 

Hon. Mr. Cueveter: That is a different matter altogether. I do not think it 
is covered here except in cases where the Board of Transport Commissioners has 
ruled that a grade separation shall be eliminated, and the Canadian National 
have included a sum of money toward the cost of doing so. i 

I have on the order paper today a bill to amend the Railway Act with regard 
to the Railway Grade Crossings Fund. I imagine there will be some discussion 
about it. 

Mr. ApAmson: I do not want to go into the bill; but may I ask where does 
it come in the budget? I assume that the railway pays some of the cost. 

Mr. Gorvon: It is covered in the heading of ‘““Highway and Crossing Protec- 
tion, $855,247”. | 

~ Mr. Apamson: All right. And I would like to bring to your attention the ~ 
very bad grade separation on highway 10, where the main line crosses at the 
station at Port Credit. 

Hon. Mr. Cuevrrer: Methinks that I have heard of it before. 

Mr. Apamson: Yes, I think you have. 

Mr. Morr: I notice an item about the seventh line down in the column 
ae “Western Region”; the item is in the sum of $148,500. Where would that 

e? , | 
The CHairMAN: The item is that of “Tunnels”, which is just above “High- 
way and Crossing Protection”. A question is now asked in regard to the western 
region and this sum of $148,500. 

Mr. Gorpon: We can give you the details of that in just a moment. There 


_ is an item of $50,000 included to cover excavations of open cuts above the tunnel 


at mileage 12-1 on the Clearwater subdivision, which is required to relieve water 
pressure on the tunnel and thereby remove the hazard of collapse, and then there 
is an item of $98,500 which is concerned with the Kamloops division and the 
Albreda subdivision being a revote of work which was authorized in 1949 but 
not completed. It covers snow sheds and tunnels. And while we got some work 
done in 1949, we did not complete it. Therefore we are revoting this amount 
which was approved last year. 

Mr. Harrietp: May I ask where the Central Vermont Railway is; where 
does it run from? 
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Mr. Dineue: It runs from St. Albans, or the border, to New London. 

Mr. Gorpon: At the back of the railway report you will find a map which 
shows it. You will see New London along the coast, and if you follow that line 
back up you will see the Central Vermont. It begins at St. Albans, at the inter- 
national border and runs down through White River J unction, right down to New 
London. 

Mr. Hatrieup: And then where does it go? Is that the end of it? 

Mr. Gorpon: It ends right at New London. 

Mr. Harrterp: It is all in the United States? 

Mr. Gorpon: That is right. 

Mr. ApAmMson: From White River Junction to Montreal; is that on the 
Central Vermont? 

Mr. Gorpon: Only as far as the international border. Then the line becomes 
the Canadian National from the border to Montreal. 

Mr. ApamMson: Does not the same thing happen to the Grand Trunk 
Western? It stops at the border? 

‘Mr, Dincin: Yes, it stops at Port Huron and Detroit. 

Mr. Hartrietp: I see that you have for “Stations and Station Facilities” 
the sum of $414,535 in the Atlantic region. Is any part of that for new stations? 

Mr. Gorpon: There will be a new station at Les Etroits, replacing an 
inadequate station; and the estimate is $20,000. . 

Mr. Harrietp: I want to know the absolutely new stations, not replace- 
ments. 

Mr. Gorpon: All right. That is one of them. There are a lot of toilets being 
extended. I do not know why. 

(At this point discussion took place off the record.) 


Mr. Hatrievp: I was interested in a station at Cote. 

Mr. Gorpon: Are you referring to a brand new station? 

Mr. Harrietp: Yes. They promised to build a station at Cote. They have 
a box car run in there now, which they use for a station from September to June. 

Mr. Gorpon: Where is that place, Cote? 

Mr. Hatriexp: It is in New Brunswick, near Grand Falls, between Grand 
Falls and New Denmark. 

Mr. Gorpon: There is no reference to such an item in this budget. Can 
you tell us anything about it, Mr. Dingle? ! 

Mr. Dinctz: No, sir. 

Mr. Harrietp: Mr. Walton promised to take the matter up. Cote is one 
of your largest shipping points in New Brunswick. In fact, I believe it is your 
largest shipping point, yet they never had a station: An agent has been placed 
there from October to June these last two years. But there is no station. They 
Tun in a baggage car and use it. . 

Mr. Gorpon: Was this matter taken up before? 
Mr. Hatrietp: Yes, it was taken up two years ago. 


Mr. Gorpon: Well, it has not come to my attention; and Mr. Dingle, our 
new vice president in charge of operations, is rather at a disadvantage. We 
have never heard of this application. We shall have to look it up and see what 
the story is. 

Mr. Harrietp: But Mr. Walton knew all about it. I had a hard time 
to get a station agent there. And then they decided to put in an agent from 
June to September. 


Pinko We Os sry 
y , 
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Mr. Gorpon: I have noted the matter Mr. Hatfield. 
Mr. Apamson: Is there anything in the budget for a station at Port Credit? 
Mr. Gorpon: You mean Port Credit, Ontario? 


Mr. Apamson: It is on the Central region. That was the station which 
was built before the Indian Mutiny. 

Mr. Hatrretp: And you want an ice breaker at North Sydney. 
he The CHAIRMAN: By the time we get through here there will be no money 
eft. 

Mr. Gorpon: Mimico; that is pretty near to it? 

Mr. Apamson: Yes. That was included with the other, and very necessary 
it was, too. 

Mr. Gorpon: I do not see Port Credit here. 

The CHairMAN: I am afraid you will have to wait for another mutiny. 


_ Mr. Gorvon: There is construction of an express building required to handle 
increased traffic in Port Credit, but that is a small job. 


Mr. Apamson: There is an old baggage car there now which they are using. 


Mr. Gorpon: And this new 45 by 24 express building was budgeted for this 
year in the sum of $8,300. 


Mr. Apamson: Before you leave Port Credit— 

Mr. Gorpon: Perhaps I should point out that in so far as the budget is 
concerned, we have the total of $6,525,977 under that general heading of 
“Stations and Station Facilities.” That is a fairly tidy chunk of money for 
one year. 

Mr. Apamson: I think there are upwards of 700 commuters using the Port 
Credit station every day, in and out; the traffic is very very heavy, and we 
certainly need a new station. 

Mr. Gorpon: Well, let us remember that Rome was not built in a day, and 
neither was Port Credit. 

Mr. Giuuts: I have a question having to do with the expenditure of money. 
But after looking at your fixed charges I am almost ashamed to ask for it. 
I believe the minister has already promised to build a bridge at the Strait of 
Canso. And in connection with that particular project the Canadian National 
Railways will have to do a considerable job in moving the terminals and rerout- 
ing the tracks for a distance of some eight or ten miles. We are looking forward 
to the time when this work will start in order to relieve a very bad unemployment 
problem. But I notice nothing in the estimates in regard to that project and I 
wondered if the new president would have anything to say about it? Has it been 
discussed? 

Mr. Gorpon: The matter is under active discussion with the people who 
are studying plans for the bridge. We will have a survey party in this year to 
determine the distance, and how the tracks will be located, and we are planning 
our operations so that we will be ready with the track when it is necessary 
to put it in; but we did not put it in the budget this year. However, we are 
keeping in close touch with it so that there will be no delay with respect to our 
tracks if and when the bridge is built. 

Mr. Giuuis: That is fine. That is progress, anyway, and I am glad vou are 
thinking of it. May I ask if you anticipate doing anything to improve the road 
bed between Sydney and Truro? 

Mr. Gorpon: It is under constant improvement. 

The CuarrMan: I think it would be only fair now for me to go around the 
table because there are a lot of questions apparently on this matter. 
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Mr. Gorpon: In the Atlantic region we are spending $215,635 covering 
ballast for improved drainage of track and general improvement of track, 
particularly on the Sydney subdivision. 

Mr. Ginurs: That is what I am interested in. 

Mr. Cavers: Under the heading of the buildings in the Montreal station 
area, might I repeat my question of yesterday with regard to the income derived 
from the International Aviation Building at Montreal? 

Mr. Gorvon: As it stands at this moment, we have leases executed, and 
leases negotiated to a total of $511,592. And we expect, when we have leased all 
the space, that we will have a revenue of $547,858. And against that, our 
estimated expenditures are $503,019, so that we shall show a profit when all the 
space is rented of, roughly, $45,000. 

Mr. Cavers: Thank you very much. 

Mr. Gorpon: That is per annum; and in the expenditures I gave we have 
included a 5 per cent sinking fund charge to amortize the cost of the building 
over a period of 31 years with interest at 3 per cent. That item of expenditure 
alone is $205,500. 

The Cuatrrman: Any further questions, Mr. Cavers? Mr. Mott? 

Mr. Morr: That Grand Trunk Western Lines item under docks and wharves 
amounted to $135,500. 

Mr. Gorpon: Docks and wharves you say. The item of $135,500? 

Mr. Morr: Yes. What is that for? 

Mr. Gorpon: That covers at Milwaukee the reconstruction of an 85 foot 
wing fender and 104 feet of adjacent dock wall, installation of a 30 pile cluster 
and the repairing of 30 feet of wale timber at car ferry slip No. pe ea Be ay Ts 
particular slip has not received any major repairs since 1927. The item is 
$40,500. Also, at Detroit, Michigan, there is an additional $95,000 covering 
reconstruction of car ferry apron and fender at the car ferry slip dock, Brush 
Street yard. This covers a revote of the unexpended balance of a 1949 authority 
approved for $195,232, and this total left here is a revote. T he expenditure is 
$95,000 in 1950. 

The CuarrmMan: Any further questions, Mr. Mott? 

Mr. Poutior: What quantity of ties will be required this year? 

Mr. Gorpon: That is not a capital expense, that 1s an operating expense. 
We will see, however, if we can find it. The number of track ties it is estimated 
will be used for renewals is 4,876,500 ties in 1950. 

Mr. Pouuior: Hard wood or cedar. 

Mr. Gorpon: There will be different kinds of ties. 

Mr. Povuutor: That is the total number of ties? 

Mr. Gorvon: That is the total number of track ties to be installed in 1950. 

Mr. Harrrentp: Are the ties creosoted? 

Mr. Gorpvon: We have not finished our negotiations for this year, but last 
vear, out of 4,088.000 ties that we put in, 3,442,000 were treated and 646,000 
were untreated. That is 84 per cent of the total ties installed were treated. 

Mr. Hatrietp: You have your own creosoting plants too? 

Mr. Gorpon: We buy them untreated. The way it works is, we buy the 
ties we require and we send them to a firm engaged in that business, and they 
are returned to us in a treated form. As I said, 84 per cent of the track ties 
installed last year were treated. 

Mr. Hatrrretp: The C.P.R. has a treating plant of their own. Do you use 
their plant? 

Mr. Gorpvon: Not to my knowledge 
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Mr. Grorce: On the question of ties, probably the only criticism I have ever 
had was when we came up here on this pit prop delegation. I am speaking more 
particularly now for Mr. Richard, the member for Gloucester. As you all know 
we lost the pit prop market, I hope only temporarily, and the suggestion was 
made to Mr. Howe and other members of the cabinet by Mr. Richard that 
perhaps the Canadian National Railways could stock pile track ties in Kent, 
Northumberland and Gloucester counties. These farmers all have small woodlots 
of their own and two or three hundred dollars per farmer per year means the 
difference between living and starving to death in a winter like this with no pit 
prop orders and no lumber operations. I was wondering if it could be arranged 
for the Canadian National Railways to watch the purchasing and allocation of 
orders for railway ties so that they could be allocated to these areas where 
unemployment is very great, greater than normal. 

Mr. Gorpon: Mr. Howe asked me to look into that question about six 
weeks ago, in January I think it was. We made a careful study at that time and 
I advised him that the suggestion was not a practical one for this reason: we buy 
ties roughly a year in advance and we try to buy them in the community 
nearest to where they are going to be used. If we try to do what you suggest 
you would only be robbing Peter to pay Paul. You might get a large number 
this year, but next year you might not be able to get any and you would be 
worse off than ever. Furthermore, we have found in practice that if we try to 
stock pile ties it is not a satisfactory operation, and if we try to differentiate 
as to where we place the orders, then we would simply get protests from other 
communities. Our practice now is to separate them and distribute the orders 
as equitably as we can and to see that each community gets a fair share. 

The CHaAirnMAN: Any further questions on ties? 

Mr. Pouutor: So long as Mr. Gordon sees that each community has a fair 
chance, I am satisfied. I support to a certain extent what Mr. George has just 
said. In my part of the country there are many many settlers who work as 
lumberjacks, and last year the timber operations were much less than the pre- 
vious winter, and the one before that. Therefore, they are unemployed at the 
present time, and they are very anxious to work. They have timber on their 
own land and they could do some of that work. I know the mayor of one of 
these municipalities, Mr. Paul Begin, of St.-Juste du Lac, who is in contact 
with the railway and has sold them some material. I will tell the railway 
officials that they cannot imagine how much it has helped the community to 
give a tie contract to that man who spreads it among the needy of his district, 
and I hope that practice will be followed in Kent county just the same as in mine. 

Mr. Gorpon: As a matter of fact, I should have mentioned one point that 
occurred to me as you were speaking, Mr. Pouliot, that another part of the policy 
is to arrange the purchasing as much as possible so that the largest number of 
operators get some of the contracts, and that such discrimination as there is, is in 
the favour of the small operators. 

Mr. Hatrietp: I might say that they used to use hewn ties on the railway, 
but I do not think they could compete with small sawmills. They use the 
heart of the tree now for ties. I do not think they could hew them by hand 
and compete at all. I think the only proper way for the people to get a market 
to replace this pit prop business is in pulpwood. 

The CHARMAN: Mr. Carter? 

Mr. Carter: My question is on telegraphs. 

The CuHarrMAN: Telegraphs—all right. 

Mr. Carter: I see there is no provision here for any extension of the tele- 
graph service in Newfoundland. 
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Mr. Gorvon: That is due to the manner in which the statement was written 
up. If you will run your eye down a column headed “other” you will see an 
item of $1,485,653, and another item of $5,656,052. I do not know if I can give 
you a breakdown, though. There will be a large portion of that spent for the 
improvement and betterment of telegraph facilities in Newfoundland generally 
Yes. I have it here, the total for Newfoundland is $825,232. 

The CuHairnmMan: Mr. Fulton? 

Mr. Futton: On page 3, under additions and betterments, under subsidiary 
companies, can you explain how you budgetted in 1949 for an expenditure of 
$44,001. You show the actual expenditure to be a credit item of $708,541. How 
does the credit of $708,541 arise from the debit of $44,001 estimated for the 
year 1949? 

Mr. Gorvon: That is due to adjustments which took place in the accounts 
resulting from property retirements not contemplated in the budget, such as the 
sale of the Steamship Dalhousie City also Lakeside Park, both operated 
by Niagara, St. Catharines & Toronto Railway; and abandonment of Mine No. 6 
of Rail and River Coal Co., (loss covered by depreciation accruals). 

Mr. Fuuron: Would you explain how the retirement of track ends up in a 
credit to additions and betterments? r 

Mr. Gorpon: I think I had better leave that to Mr. Copper. 

Mr. Cooper: It is quite simple. We retire a piece of property. I am 
speaking now of a unit of roadway property. We retire from the investment 
account the amount at which it is carried in that account, and assuming there 
is no salvage, we charge the amount to operating expenses. 

Mr. Futron: It is transferred then from one account to another? 

Mr. Coopmr: Yes, sir. 


Mr. Gorpon: It represents a write-off which is charged to our operating 
expenses. 

The CuarrMan: It is in the books as a capital item, and then it has to be 
written off somewhere. It is a write-off. 

Mr. Gorpon: You will find a very detailed analysis on this very question, 
which Mr. Cooper gave before the royal commission. I commend it to your 
study. It is a most complicated matter, but Mr. Cooper has made it beautifully 
clear in his submission to the royal commission. 

Mr. Fuutron: To the royal commission, not to the Board of Transport 
Commissioners? 

Mr. Gorpon: The Royal Commission on Transportation which is now 
sitting. 

Mr. Futron: Would you just give me the date of it? 

Mr. Gorpon: During last week. I may say, gentlemen, that is why Mr. 
Cooper lost his voice. 

Mr. Fraser: Along that line which Mr. Fulton has raised, you mentioned 
$197,000 write-off on the St. Catharines-Niagara line. That would be that part 
you spoke of this morning? 

Mr. Gorpon: No, that was for 1949. We are now dealing with the budget 
for 1950. 

Mr. Futtron: Going back to page 3A, can you give me the main items under 
stations and station facilities for the western region totalling $1,417,000? 

Mr. Gorpon: There are four pages of closely typed material respecting 
those items. I am a little in a quandary as to how to summarize it for you. 
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There are a number of small items and the grand total comes to $1,417,046: 
Perhaps I could take the items over $100,000 or over $50,000 if that would suit 
you? 

Mr. Fuuron: Take the items over $100,000. 

Mr. Gorpon: There is an item of $701,100 which is a re-vote covering 
$630,000 for the new freight shed being erected at Edmonton. That was 
authorized in 1949 and this represents a re-vote to complete the item for 1950. 
There is a gantry crane for $6,100 for Vancouver; $65,000 to extend the freight 
yards in Vancouver—again those are re-votes covering the unexpired portions 
in 1949. There is $136,000 covering the construction of a new freight shed, 
complete with tracks and loading platform in the inter-city area served by the 
main line—a replacement of the inadequate present. facilities on north Vickers 
street in Fort William. Those are the only large items that I can see. There 
are four pages of items running all the way from a matter of a few dollars to 
thousands of dollars. 

Mr. Fuuton: I was chiefly interested in Vancouver and Edmonton and you 
have given the figures for them. 

Mr. Gorpon: I do not see anything else of any size for Vancouver or 
Edmonton. 

Mr. Futron: Then under signals and interlockers you have an item for 
the western region of $943,601. Perhaps you could shorten you explanation 
there because I assume the amount is for the automatic block signals to which 
you referred in your report, 

Mr. Gorpon: Yes, it is all signals, although included is a total of $229,130, 
representing re-votes for various types of signals—approach signals, block signals 
and so on. The majority, apart from the re-vote, seems to cover the automatic 
block signal system between Jasper and Red Pass. There are two items in the 
re-votes for the Kamloops division in which you might be interested, Mr. Fulton. 
These are a re-vote of $112,000 and another of $76,000 for block signals. The 
two items total $188,000 being the balance of the 1949 authorization. 

Mr. Fuuron: I wonder if there is any leeway in that item for work on 
the slide detector fences should it be found, as a result of the inquiries you are 
making, that they should be proceeded with? I am wondering whether you 
have allowed yourself anything to do that work with this year? 

Mr. Gorpon: There is a general contingency fund under which we can take 
care of items not specifically provided for—a general contingency fund. In the 
western region there is an amount of $250,000 for emergency operations not 
foreseen under this particular item. 

Mr. Fuuron: Could that be used for the particular item? 

Mr. Gorpon: Yes, it could be used for the item in question. 

Mr. FotuweLu: The minister was looking to see if there was anything in his 
detailed information for a station in Belleville? 

Hon. Mr. Cuevrier: I think I can find it. 

Mr. Harrieup: Is there anything there for the road from Richmond to 
Portland Maine? 

Mr. Gorpon: The short answer is that it is part of the central region. Have 
you any particular part of the region in mind? 

Mr. Harrietp: There is only one division and one road. Is there anything 
in the way of betterments for that part of the road? 

Mr. Gorpon: I do not know whether we can identify the actual mileage. 

Mr. Hatrretp: It starts at Richmond, Quebec, and goes to Portland, Maine. 
It is part of the old Grand Trunk. 
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Mr. Gorpon: Yes, that is right, but what I do not quite follow is whether 
we must turn up the whole central region and show you a series of mileage points 
where these betterments are planned. 

Mr. Hatrietp: Is there any work being done at Portland, Maine, on the 
sheds there? 

Mr. Gorpon: I do not see anything here specifically for Portland, Maine. 

Mr. Hatrieip: The harbour sheds are in very bad repair. 

Mr. Gorpon: At Portland, Maine? There is nothing in the capital budget, 
but there might be and probably is something in the maintenance account. There 
is nothing in the capital budget that would constitute new work. 

Mr. Hatrietp: Is there anything in the capital budget for Saint John, New 
Brunswick. I have reference to a new shed on the east side. 

Mr. Gorpon: There is an item covering our contribution to the construc- 
tion of a viaduct across Mill street. The amount is $175,000. 

Mr. Hartrretp: Does the C.P.R. pay any part of that? 

Mr. Gorpon: This is called our contribution but I do not know whether it 
is a divided operation. 

Mr. Dine ie: Yes, it is. dj 

Mr. Gorpon: I presume that the C.P.R. must pay something like the equi- 
valent sum. 

The CHAIRMAN: Have you any further questions Mr. Hatfield? 

Mr. Gorpon: I find here that there is a new power house and’ brick chimney 
at Gilberts’ Lane, Saint John, N.B., and we have set aside an amount of $62,220. 

Mr. Hatrietp: What arrangement have you with the C.P.R. for crossing 
the bridge from the island yards to west Saint John? 

Mr. Gorpon: That question is under discussion now with the C.P.R. and 
with the city of Saint John. It is in the negotiation stage. 

Mr. Harrietp: What is the distance between the fruit terminal in Mon- 
treal and the sheds you are now building? 

Mr. Gorpon: You refer to Bonaventure? 

Mr. Hatrietp: Yes? 

Mr. Dinete: It is less than half a mile. 

Mr. Hatrieutp: There is no connection with the land? 

Mr. Dineue: Yes, it is all in one strip. 

Mr. Apamson: I would like to ask about this item—yard-tracks and 
sidings, in the central region—$674,000. What are the improvements being 
made to the Mimico yards? The chairman asked me to wait until the budget 
to bring up the question of centres of tracks. It was my opinion that the distance 
between the tracks was below standard and certainly below the practice of 
the C.P.R. at Lambton? It may be that the Board of Transport Commissioners 
regulations passed some years ago should be revised in view of the heavier 
traffic, higher speeds, and so on. 

Hon. ‘Mr. Cuervrimr: The regulations of the board are revised from time 
to time upon the representations made by the brotherhoods. 

Mr. Apamson: It has always amazed me that the brotherhood never com- 
plained about conditions in that yard. 

Mr. Drnete: I might say here that the new Mimico yard is being set 
on standard track clearances. 

Mr. Apamson: Which are six feet? 

Mr. Dincie: No, from centre to centre it is something like thirteen fect 
six inches. 
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Mr. Apamson: Yes, thirteen feet six inches between centres. Have you 
bought any new property there? 

Mr. Diner: There is no new property there—we have the property that we 
purchased some years ago. 

Mr. Apamson: You are using that now? 

Mr. Drineve: For the expansion of the yard. 


Mr. Gorpvon: The total cost of the improvements in the Mimico yard is 
$2,850,000. The provision in the 1950 ‘budget is $950,000. Up to the end of 
December 1949 we spent $1,118,000. Our estimated expenditures this year 
will be $1,027,000 of which $950,000 is treated as capital. Our estimate expendi- 
ture in 1951 will be $703,512—making a grand total of $2,850,000. 

Mr. Apamson: It is one of your biggest projects? 

Mr. Gorpon: Yes, one of our large projects. 

Mr. ApAMson: I am glad to see that, because you are increasing your yards 
from a capacity of 3,000 to a capacity of 4,000? 

Mr. Gorpon: Yes. 

Mr. Apamson: And you are replacing the station which is just really a 
freight station? 


The Cuarrman: Mr. Gordon has already commented on that. It is merely 
an express shed or something of that sort? 


Mr. Gorpon: You see this $2,850,000 covers a whole big project. I have 
not got the details before me of the whole thing, but when it is finished it will 
be right up to date in every respect. 

Mr. Apamson: Are you considering the matter of lighting? 

Mr. Dincie: Yes. 

Mr. Gorpon: I think I can put it this way, Mr. Adamson: when we spend 
$2,850,000 on a job of that kind you are going to have a bang-up job. 

Mr. Apamson: Thank you. 

The CHatrman: Mr. Fraser. 

Mr. Fraser: On the bottom of page 2 we find: 


The 1950 budget includes $3,096,000 for contribution to the deficit 
of the LC.R. & P.E.I. provident fund also $100,000 for contribution to 
the Grand Trunk Superannuation Fund Association. 


Mr. Hatrieyp: We are not on that yet. 
The CHAIRMAN: We are on the general heading, additions and betterments. 
Mr. Hatrretp: Yes, we are on additions and betterments. 


The CHatrmMan: Mr. Fraser, go ahead and put your question now. It is 
all right. 


Mr. Fraser: There is a question I would like to ask on that. The Canadian 
Pacific have in a number of cases welded their rails right through to make 
more smooth running; is that being done on the C.N.? 


Mr. Gorpon: I am sorry; are you still on this item at the bottom of page 2? 

Mr. Fraser: No, on additions and betterments. I was referring to the 
welding of rails to cut down the bumpety-bump noise; is anything of that kind 
being done on your line? 

Mr. Dineite: We are building up rail joints. 

Mr. Fraser: That is what I meant; welding the joints, isn’t that it? 

Mr. Dineue: Yes, sir: 

Mr. Fraser: Is that being done? 

Mr. Diner: Yes, all over the system. We have a program each year. 

Mr. Fraser: Is it being done between here and Toronto? 
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Mr. Dinaute: Yes; welding of rail jomts has been going on right along. 

Mr. Fraser: Yes, limiting the bumpety-bump sort of thing? 

Mr. Dincize: We hope so. 

Mr. Fraser: And that is done by welding the joints? 

Mr. Dineitz: That is right. 

Mr. Fraser: Is that going forward as speedily as possible? 

Mr. Dincie: Yes. 

Mr. Fraser: And has the road been improved? 

Mr. Dinete: We have a regular maintenance program, sir. 

Mr. Fraser: It was in very bad condition after the war and so far as I have 
been able to see there had not been very much done up to last year. 

The Cuatrman: Any further questions, Mr. Fraser? 

Mr. Fraser: Not on this page. 

The CHairman: Mr. James. 

Mr. JAMES: I am a new member of this committee along with some of the 
other members and it is quite interesting to me to hear the way in which the 
officials of the Canadian National Railways and especially Mr. Gordon answer 
these questions having so much to do with facts and figures. My understanding 
of the committee was that we were here to get information about the operation 
of. this road for next year, or the future. It seems to me that most of the 
questions have come from certain members trying to get as much as they 
possibly could for their own districts, and I suppose in that way they are 
rendering a practical service to the C.N.R. I feel confident, from the conversa- 
tions that have gone on here, that the C.N.R. is being run very well. My one 
trouble of course is that being a new member of this committee where we are 
dealing here in billions and millions, I do not just know how I am going to get 
down to the small practical matter of paying my rent at the end of the week; 
that will be something of the order of $50. 

Mr. Tuomas: I would like to know under this heading what amount it is 
planned to spend on the MacDonald Hotel in Edmonton during the coming year? 

Mr. Gorpon: We are just coming to hotels, and I think you will find there 
again under the heading “other” an item of $1,934,238. I will be able to give 
you the breakdown on that in a moment. We just give the grand total here, 
I can give you the particular item in which you are interested in just a moment. 

Mr. Tuomas: I was wondering how much you were planning to spend in 
connection with the Macdonald Hotel. at Edmonton this year. 

Mr. Gorpon: We expect to spend on the Macdonald this year $1,200,000. 

Mr. MacDonatp: I appreciate your interest in that. 

The CHAIRMAN: Have I missed any other member? 


Mr. Giuuis: Yes, Mr. Chairman. I would like to ask Mr. Gordon a 
question. I know that it does not concern his budget at the moment. Is there 
any intention on the part of the Canadian National to expand their system from 
Svdney to New Glasgow? 

Mr. Gorpon: Did you say from Sydney to New Glasgow? 

Mr. Gituiss Yes. 


Mr. Gorpon: Not to my knowledge. Do you know anything on the subject, 
Mr. Dingle? I know there is no project, so to speak, under way. 

Mr. Gituis: I mention it to you so that you may think about it in future. 
There is a fairly decent road from the Dominion Coal Company there, one 
which is heavily subsidized by the government. There is little traffic on it, 
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naturally, and the accommodation for the travelling public is very poor, to say 
the least; the passenger service is very inadequate, although it serves an area of 
60,000 or 70,000 people. Now, what I am suggesting to you is that consideration 
might be given by the C.N. or the government, or both, to taking over the 
S. & L. Railway, because the government is paying very large subsidies in 
connection with this operation. 

Mr. Gorpon: You mean it is a separate company now? 

Mr. Giuuuis: Yes, it is a subsidiary of DOSCO. 

The CHamrman: Mr, Mott has one more question. I had hoped we were 
through. 

Mr. Morr: The question I wanted to ask has to do with the different 
regional districts on the railway. It is my understanding that at the present 
time the headquarters for all of western Canada is at Winnipeg; is that right? 

Mr. Gorpon: Yes. 

Mr. Morr: And for the central region it is Montreal? 

Mr. Gorpon: No, Toronto. 

Mr. Morr: And Atlantic? 

Mr. Gorpon: Moncton. 

Mr. Morr: What I am thinking about is the distance between Winnipeg 
and British Columbia. Is there any thought at all of another region being set 
up? For instance, there is a lot of traffic out of Edmonton up into the Peace 
River country, and there is a lot of oil and all that sort of business, a good deal 
of which moves to the coast. The way things are at the present time anyone in 
British Columbia who has a matter to be taken up with the management is 
required to go through Winnipeg, and that is a very considerable distance to 
have to go to have matters dealt with. 

Mr. Gorpon: Well, to break down the two points in your question. From 
an operating standpoint definitely the opinion of the experts in the western 
region is that for operating purposes and for freight services and from the point 
of view of railway operation it is desirable to have the headquarters of the 
western region at Winnipeg. You may perhaps recall that we recently appointed 
a manager in Vancouver; I think that appointment was made about two years 
or sO ago. 

Mr. Dincue: Yes, a little over two years ago. 

Mr. Morr: That does not seem to help at all; you still have to zo to 
Winnipeg if you have a matter which has to be disposed of. 

Mr. Gorpon: The question was raised by Mr. Gillis yesterday and I thought 
I had dealt with the matter then. I am not prepared to agree that our railway 
officials are as helpless as members of this committee seem to indicate. 


Mr. Morr: I did not say that. 


Mr. Gorpon: There is no reason why they should be because they are 
authorized to make decisions on their own. I have heard from one or two 
places that there is the belief that there is too much centralization and that. it 
does not give a good service. I have taken due notice of it. 

Mr. Morr: There is definitely a feeling in the west that another region 
should be established. You have a lot of business in the prairies and into and 
out of Edmonton. 


Mr. Gorpon: There you get into the technical aspects of railway operation. 
The railway and operating officials are strongly of the opinion that the present 
organization of the western region, from an operating point of view, is quite 
satisfactory and the best set-up under present conditions. 
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The CuHatrMAN: Shall that item carry? 

Carried. 

The CuarrMaAn: We are now on new equipment. 

Mr. Hatrretp: Now I would like to ask my question. Has anything been 
done to improve what you call the caboose on the end of the train to accom- 
modate the traimen? 

Mr. Gorvon: That is a technical question. Ass I understand it, Mr. Hatfield, 
you want to know whether cabooses can be improved? 

Mr. Harrretp: I know they can be. I am asking whether anything has 
been done to improve them. I do not see anything in here that mentions 
caboose. 

Mr. Drnaun: We are building new cabooses, sir, and we are putting in 
certain improvements; however, cabooses do not have running water or electric 
lights. 

Mr. Harrretp: Do they have toilets? 

Mr. Dinete: No sir. 

Mr. Harrietp: Don’t you think they should? 

Mr. Dineue: No. 

Mr. Harrieup: I know, but don’t you think they should have them?s I 
thought they were rather poorly fitted out. The men have to spend not only 
the day but the night in them. 

Mr. Fotntwetu: Have you had any complaints from the unions about 
cabooses? 

Mr. Dincie: We always hear about cabooses. 

Mr. FoLLWweLu: Sure. 

Mr. Harrretp: They could be improved. 

Mr. Apamson: I asked Mr. Cooper yesterday if he could give me the age 
of freight cars. I think you have it ready. He promised me something on the 
efficiency of rolling stock and of the new diesels. 

Mr. Gorpon: Just before Mr. Dingle answers that question, as to part of 
+t I refer to the relative efficiency of new and old rolling stocks I definitely 
reserved my decision. I said I was willing to examine it to see what was possible 
‘n relation to the sort of thing you have mentioned. It is certainly not an item 
I am prepared to deal with at this meeting of the committee. I hope to be 
prepared next year but I cannot do it this year; 

Mr. Apamson: Well, that is the statement of the president and I accept it. 
My other point related to the ton mile cost of operation, particularly as it 
relates to freight, a comparison of the figures for let us say 1948 and 1949 as 
against 1939. I think possibly you have that in the figures before you. 

Mr. Gorvon: That is in the report, Mr. Adamson. I think we can probably 
give you something on that. 

The Cuarrman: Mr. Adamson, would you be willing that the information 
be tabled? 

Mr. Apamson: I thought they could get it now. I think it is very important 
information to get. Roughly, how much more it costs to do the job now than it 
cost in 1939. 

The CyatrMan: I would have thought in view of the heavy expenditures 
being made up in your part of the country that you would have been the first 
to stand by and smile at the officials. 

Mr. Apamson: And believe me, they are very necessary. It is, I think, 
the largest freight yard in Canada. 
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Mr. Gorpon: If you will turn to page 37 in the report I think you will find 
exactly what you want. Down the next to the last item you will see the 
heading there—net railway operating income, gross railway operating charges 
per mile of road—and then it shows the figure for 1949 and 1948. We could 
give you that figure for 1939. Would that meet your wish? 

Mr. Apvamson: I think that is what I would be interested in. 

Mr. Gorpon: If we have it here we can get it for you. 

Mr. Funron: On page 3 it is stated, as Mr. Gordon pointed out, that 
$26,000,000 of the new equipment program is being met, or is supposed to be 
met, by a new trust equipment series; does that trust series add to the debt 
in the hands of the public? 

Mr. Gorpon: Yes. 

Mr. Fuuton: Well then, I notice you budget for a reduction in the interest 
to the public. I am just wondering how you do that when you add $26,000,000 
for this account in the next year. 

Mr. Gorvon: I didn’t get that; would you say that again? 

Mr. Futron: I notice that in your main budget you anticipate a reduction in 
the interest on funded debt held by the public. 

Mr. Gorpon: Oh well, that is because we had a major refunding job done last 
year, you remember; some $60,000,000 5 per cent bonds were refunded at an 
average rate, speaking from memory, let us say of 2-% or 3 per cent, close to that; 
and we get the benefit of the reduction in the interest rate to that extent in 
the 1950 year. 

Mr. Furton: They were done late in 1949. 

Mr. Gorpon: In 1949 they were bearing interest at 5 per cent and we called 
the bonds in October and February. At all events, we get the benefit of the 
savings, starting in 1950. 

Mr. Futron: Are you able to set aside anything from your current earnings 
to cover the cost of new equipment? 

Mr. Gorpon: If you turn again to page 1, you will see that we do set aside 
a sum out of depreciation. It will be $17,935,000. That is an estimate in the 
budget for 1950. 

Mr. Futron: Set aside? 

Mr. Gorpon: Yes. Have you got page 1? 

Mr. Fuutron: Yes. 

Mr. Gorpon: $17,935,000 becomes available for reserves from depreciation 
and debt discount amortization. In other words, while we spend $42,517,489 we 
are only asking for an item in the capital budget of $24,582,489 because we get 
the balance of $17,009,000 from these depreciation reserves which come out of 
current revenues. 

The CuHarrman: Over the years? 

Mr. Gorpon: I mentioned it to you for this year, yes. 

Mr. Futron: I notice in your details which are given on page 4—but before 
I go into that, I should say as to that $17 million odd figure, you do not make 
any attempt to apportion it between additions and betterments and new 
equipment, dio you? 

Mr. Gorpon: No. It is spread over the total of the items. 

Mr. Futron: Coming next to the details of new equipment on page 4 I note 
that your new locomotives are all diesel. Have you ever considered the question 
of electric motive power? 

Mr. Gorpon: We have some electric motive power in the Montreal area and 
there are three electric locomotives budgeted for this year. 
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Mr. Futon: But I meant on the main line? 

Mr. Gorpox: Oh no. It would be much too expensive. If we were to go out 
of steam locomotives, obviously the thing to do would be to go into diesel. 
You see, we already have budgeted for some electric locomotives and multiple 
units cars which are also electric. Those can be made a paying proposition in a 
heavy passenger traffic area. But we have very few areas of sufficient traffic 
density to justify the capital cost of electrical equipment. 

Mr. Mort: Just electric locomotives, not electric cars? 

Mr. Gorpon: Yes. You have to have the cars and you also have to have the 
overhead wires and whatever it is that is used to drive them. 

Mr. Morr: I understand that just over the border from Kamloops they 
have electrified the railway? 

Mr. Gorpon: Do you know what the traffic density is there? 

Mr. Morr: I do not think it is heavy. It is quite wild country with 
mountains. 

Mr. Gorvon: I do not know. But I would not want to contemplate the 
cost of putting in an electrified system over the Rocky Mountains. I think that 
would call for a pretty stout heart. 

Mr. Futron: Has the company made a survey? . 

Mr. Gorvon: I do not think we have made a specific survey. I think our 
people would know enough about it to dismiss the proposition at once without 
making a survey worth while. 

Mr. Fuutron: But once you have got the electric installation in, are not 
the maintenance and operation costs very, very considerably reduced? 

Mr. Gorpon: That may be so. But under current conditions, if we were 
changing in an area where there is a steam loomotive proposition, and if 1t were 
operating cost reductions that we were after, then the obvious thing to do would 
be to'do it with diesels. Diesels would give more economy than electrification. 
At least, that is my understanding of it. 

Mr. Drnete: Yes, sir. The initial cost of making electrical installations is 
too high. 

Mr. ApAmson: You would have to have some density of traffic such as they 
have on the Pennsylvania main line? 

Mr. Gorpon: On the Montreal lines we can take care of it because of the 
traffic density there. | 

Mr. Dincue: We also have electric motive power through the Port Huron 
tunnel. 

Mr. ApAmson: I notice that there are no steam locomotives on order. 

Mr. Gorpon: None are on order at the moment. 

Mr. Apamson: You do not contemplate it, or is that a leading question? 

Mr. Gorpon: You had better not arouse any hope. 

Mr. Fottwetu: What is that M. & 8. C. railway under the item of “Diesel 
Locomotives” on page 4? 

Mr. Dinctm: That represents the Montreal and Southern Counties railway. 

The CHarrMAN: Does the item carry? 

Carried. 


Mr. Fraser: Are these “automobile cars (Newfoundland)” for tourist 
purposes? 

Mr. Dincir: No. Mainly to handle new automobiles going to the dealers. 

Mr. Fraser: Would you have that much business in there? 
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Mr. Dincie: There is quite a heavy automobile business at the present 
time. We found that our car supply was not sufficient to handle the traffic. 


Carried. 


Mr. ApAmson: Would it be possible for you to let me have the revenue per 
ton mile? I think you have that, and would it be possible to get the costs Ma 
ton mile? 


Mr. Cooper: We agreed to give you the expenses per road mile. 
Mr. ApAmson: That is right. 

The CHAIRMAN: Does the item carry? 

Carried. 

The Barraute branch line. Does the item carry? 

Carried. 


Mr. Hatrietp: When this branch line was to be built, and when it came 
before the committee three or four years ago, we were told that it would open 
up an agricultural country and also serve the paper mills. 

Hon. Mr. Cuevrter: I think it is the other way round. 

Mr. Hatrietp: I thought it was to open up this territory for the Brompton 
Paper Company. 

Hon. Mr. CHerEvrieR: A contract was entered into between the Canadian 
National Railways and the Canada Paper Company for the purpose of getting 
the railways some freight and at the same time helping to open up the country. 


Mr. Hatrietp: Has anything been done? You have a Department of Agri- 
culture, and has anything been done to open up the lands along the railway? 


Mr. Gorpon: You mean in the matter of locating agriculture? I do not 
know of any special action in regard to agricultural development. What seems to 
me to be the most interesting item in that line at the moment is the development 
of base metals and minerals. 


Mr. Hatrietp: It was built for the Canada Paper Company? 


Mr. Gorpon: That was one of the propositions. I had a large delegation 
from this area in to see me on Saturday morning. They discussed with me the 
possibilities of that district. I understand there are a number of very interesting 
prospects there including some copper deposits and various other base metals 
as to which the Dome Mines are interested at Batchelor Lake. They proposed 
that we put a line through to Chibougamou. 

I told them that we were definitely interested in extending the line as soon 
as these prospects begin to prove up, but we want something more than the 
development they have got. However, we are interested in going along just as 
fast as the prospects prove up, and as soon as development of the area indicates 
that we would have economic traffic on the line. They were generally satisfied 
with our attitude. 


Mr. Hatrievp: Four or five years ago when they came before the other com- 
mittee, I mean the Committee on Railways, Canals and Telegraph Lines, to 
get the authority to build this road, there was an agricultural man from your 
department, or from the railway, who pointed out to us what agricultural lands 
there were along this railway, and how it would open them up for agriculture. 
So I was just asking if anything has been done since then? 


Mr. Gorpon: Well, it is true that the proposition was that the line would 
carry the pulpwood and lumber for the Canada Paper Company and serve to 
colonize and develop the agricultural possibilities of the area. But I think it is 
a little too early to talk about the agricultural end of it. However, there are 
enormous timber limits there waiting to be developed, and I would think that if 
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we are to get the agricultural possibilities really developed, the land would have 
to be lumbered over in the first place, because first you must cut down the trees, 
and then you try to grow the carrots. 

The CHAIRMAN: Carried. 

Mr. Apamson: I think the Consolidated Smelters are very much interested 
in that district as well. 

Mr. Gorpon: The Canadian National Railways are very interested in the 
whole area and believe there are intriguing possibilities for development there. 
We have a great many surveys and reports already made on it, and we believe 
that the district has a genuine future. We intend to develop it just as fast as 
economic considerations justify doing so. 

Mr. Harrretp: If the Quebec government should grant agricultural lands, 
they would not want all the timber cut off. 

Mr. Gorpon: Oh, no. But you have to get some lumber off if you are going 
to carry on agriculture. 

Mr. Fuutron: What is the reason it was authorized in 1946 and a contract 
was awarded in 1946, yet nothing appears to have started until 1949? 

Mr. Gorpon: We spent $3,003,000 up to December 31, 1949. We did not 
start 1t in 1949. . 

Hon. Mr. Cuevrier: The line had to be built before the railway could 
operate over it. That is what that means. It is operations over its line up to 
March 1949, which were commenced on February 1949. 

Mr. Fuutron: Fifty miles? 

Hon. Mr. Cuevrtier: I think 39-02 miles were built. 

Mr. Hatrietp: What in the Canada Paper Company going to do? 

Mr. Gorpon: From the date that operations were commenced on this portion 
of the line, February 28, 1949, until the end of November, 1949, a period of nine 
months, 34,680 cords have been actually moved. ‘The December traffic is 
estimated at 5,385 cords. Those two figures result in a total estimated movement 
of 40,065 cords for the ten-month period ended December 31, 1949. The paper 
company agreed or guaranteed to ship 40,000 cords over the line in the first year, 
and 45,000 cords each year thereafter for a period of five years. 

Mr. Hartrretp: And what have they shipped? 

Mr. Gorpon: In the ten-month period ending December 31, 1949, they 
shipped 40,065 cords. Therefore they have gone over their guarantee in the first 
ten months of the year. 

The CHatrMAN: Does the item carry? 

Carried. 

Mr. Fuuron: It looks as if the line will be a paying line from the operational 
point of view. 

Mr. Gorpon: We would expect so. 

The CuatrMAn: Does “Acquisition of Securities and Retirement of Capital 
Obligations” carry? 

Carried. 

Now, that completes the budget items for the Canadian National Railways. 

Mr. Futron: When I asked the question this morning whether there would 
be anything in the budget in relation to pensions, I think Mr. Cooper said there 
would be. Therefore I deferred my question. There has not been an opportunity 
to ask about it under the budget, so I should like to ask this question before 
the budget is carried. 

Mr. Hatrietp: We shall go into the “Operating Budget” next, shall we not? 
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Mr. Fraser: I want to ask a question on the operating budget. 

Hon. Mr. Cuerverter: But the operating budget has already gone through. 

Mr. Hartrietp: No, no. The capital budget is the only budget which has 
gone through. We have not gone into the operating budget at all. 

Mr. Frasrr: No, no. The chairman checked me up and said I could not ask 
that question. 

Mr. Futron: There has not been an opportunity to do so and I should 
like to have asked those questions before the budget was carried. 

Mr. Fraser: Mr. Chairman, I wanted to ask a question on the operating 
budget, and you told me you were not on that item yet. 

Hon. Mr. Curvrier: The operating budget has gone through. 

Mr. Hatrretp: The capital budget is the only one that has gone through. 

Mr. Fraser: The chairman checked me up and said I could not ask that 
question because it was on the operating budget. 

Mr. Hatrieitp: I would like to have that understood, Mr. Chairman; we 
have been on the capital budget and now we have finished with it. 

Hon. Mr. Curvrier: Mr. Chairman, we took the operating budget up first. 

The CHatrMAN: If there is any misunderstanding, we are going to have 
another meeting. 

Mr. Hartrretp: You did not take up the operating budget first; you took 
the deficit only; the operating budget is on page 2. 

Mr. Frasrr: Yes, it is on the revised budget. 

The CHarRMAN: Perhaps you have the old sheet. 

Mr. Fraser: It is the same on the new and on the old sheets. 

The CuatrmMAn: We will meet at 11:00 o’clock in the morning. 


—The committee adjourned to meet again Thursday, March 30, 1950, at 
11:00 a.m. 


APPENDIX A 


CANADIAN NATIONAL RAILWAYS SECURITIES TRUST 


1. For Wuat Purposzt Was THE CANADIAN NATIONAL RAILWAYS SECURITIES 
Trust CREATED? 


The Trust was an arrangement incidental to the 1937 Capital Revision Act. 
The Government had agreed that loans for deficits should be cancelled; that all 
unpaid interest should be cancelled; and that Government loans which had been 
made for capital purposes should be converted into equity capital. The various 
corporations, Grand Trunk, Grand Trunk Pacific, Canadian Northern, and 
Canadian National Railway Company were indebted to the Government for very 
considerable sums of both principal and interest. These amounts then appeared 
as liabilities on the system balance sheet. It was desired that as far as the 
railway system balance sheet was concerned the loans for deficits and all 
unpaid interest should be eliminated. 

At the same time it was intended that the four debtor corporations should 
not be freed from their liabilities in respect of the principal and interest referred 
to. To some extent the claims of the Government ranked ahead of other obliga- 
tions of the four companies, and certainly they ranked ahead of the common 
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shares of some of the subsidiary companies in which the public had a minority 
share interest. The problem therefore was to make an arrangement which would 
relieve the railway system of the liabilities in question but which would not 
relieve the separate corporations which comprise the system. The arrangement 
decided on was the creation of a trust corporation to which the Government 
transferred its claims against the debtor corporations in exchange for the capital 
stock of the trust. There was no relief to the debtor corporations, but the creditor 
became the Trust instead of the Government. The Government’s ownership of 
the claims became indirect—through the Trust—instead of being directly 
against the corporations themselves. The Trust was declared in the legislation 
to be a corporation comprised in the National Railway System. This meant 
that one system company, namely the Trust, carried the claims as assets, other 
system companies carried the claims as liabilities, and on a consolidation of 
accounts the assets and liabilities wash themselves out. 


The capital stock of the Trust was then owned by the Government. The 
ledger value of its shares was fixed initially at the amount of Government loans 
used for capital purposes, namely $270,037,437.88. This capital stock liability 
was of course included on the railway system balance sheet as equity capital 
against which there was a corresponding asset account in Public Accounts. It 
was under this arrangement that the loans for deficits and claims for interest 
were purged from the system balance sheet, nevertheless they are still kept alive 
on an inter-system basis. 


2. WHat Is Tue Securities Trust? 


The Securities Trust, is a corporation created by Sec. 12 of the Capital 
Revision Act. Its entire capital stock is held by the Minister of Finance on 
behalf of His Majesty. There are five Trustees, three representing the Govern- 
ment and two representing the Railway. The Government Trustees are the 
Deputy Minister of Finance, the Deputy Minister of Justice, and the Deputy 
Minister of Transport. The Railway Trustees are Mr. Donald Gordon, Chair- 
man and President, and Mr. T. H. Cooper, Vice President. The Capital Revision 
Act stipulates under what conditions the initial stated value of the Trust shares 
may be increased or decreased. It may be increased by capital gains, and by 
surplus earnings retained by the railway. It may be reduced by capital losses 
which are excluded from cash settlements on deficit account. The initial value 
of $270 million plus was increased by $112,502,061.64 representing surplus 
earnings of the railway during the war years 1941-1945. It was also increased 
by capital gains amounting to $19,105,651.38 representing gains on the redemp- 
tion of repatriated securities at a price less than their par value. The imitial 
stated value has also been reduced by $23,127,015.88 representing capital 
losses, chiefly line abondonments. The present ledger value of the shares of 
the Trust is $378,518,135.02. This amount is carried as equity capital lability 
by the railway and in a corresponding asset account in Public Accounts. There 
have been no transactions affecting the ledger value of the shares since 1947. 
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MINUTES OF PROCEEDINGS 


Tuourspay, March 30, 1950. 


- The Sessional Committee on Railways and Shipping Owned, Operated and | 
Controlled by the Government met at 11.00 o’clock am., the Chairman, Mr. 
Hughes Cleaver, presiding. 


Members present: Messrs. Carter, Cavers, Chevrier, Cleaver, Follwell, 
Fraser, Fulton, George, Hatfield, Healy, James, Knight, Macdonald (Hdmonton 
East), McCulloch, McLure, Mott, Mutch, Pouliot, Thomas. 


In attendance: Mr. Donald Gordon, C.M:G., LL.D., Chairman and Presi- 
dent, Mr. S. F. Dingle, Vice-President, Mr. T. H. Cooper, Vice-President and 
Comptroller; Mr. J. C. Lessard, Deputy Minister of Transport. ° 


Mr. Gordon read a statement outlining his objections to divulging certain 
information requested by Mr. Fulton with respect to the leasing of mineral rights 
owned by the Canadian National Railways, copies of which were distributed 


| to members of the Committee. 


Mr. McCulloch moved that the Committee meet at 4 o’clock p.m. and 8 
o'clock p.m. this day. ~ 


After discussion, it was agreed that the Committee meet at 4 o’clock p.m. | 
and that a decision as to an evening sitting be deferred until later in the day. 


The Chairman tabled a letter dated March 29, 1950, addressed to him 
by Mr. Gordon Isnor, M.P., regarding C.N.R. coal purchases, which, together 
with the information requested therein, as furnished by Mr. Gordon, is printed 
as Appendix A to this day’s minutes of proceedings and evidence. 


The Chairman also tabled a statement from Mr. Carter regarding trans- 
portation problems in Newfoundland, together with a series of questions on the — 
Newfoundland Railway and telecommunication services in Newfoundland, which 
are printed as Appendix B to this day’s minutes of proceedings and evidence. 

Mr. Gordon undertook to furnish the answers to Mr. Carter’s questions with 
the least possible delay. | is 

By unanimous consent, the Committee reverted to consideration of the — 
operating budget of the Canadian National Railways for the year 1950. 

Examination of Messrs. Gordon, Dingle and Cooper was continued. 


The Committee proceeded to consideration of the annual report of the 
Canadian National (West Indies) Steamships Limited for the year 1949. 
At 1 o’clock p.m. the Committee adjourned until 4 o’clock p.m. this day. 


AFTERNOON SITTING 


The Committee resumed at 4 o’clock p.m., the Chairman, Mr. Cleaver, 
presiding. 

Members present: Messrs. Beaudry, Bourget, Browne (St. John’s W.), 
Carter, Chevrier, Cleaver, Follwell, Fraser, Fulton, George, Gillis, Hatfield, 
Healy, Helme, Knight, Macdonald (Ldmonton East), McCulloch, McLure, 
Mutch, Pouliot. 
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In attendance: Messrs. Gordon, Dingle and Cooper; Messrs. Frank Le 
Turville, C. A., and O. A. Matthews, ‘representing George A. Touche & Co., the 
Auditors of the Canadian National Railways; Mr. J. C. Lessard, Deputy Min- 
ister of Transport. 


Mr. Fulton moved that the President of the Caraee National Railways 
be required to furnish to the Committee information regarding the mineral 
rights referred to in the annual report under the consideration and to give the 
following particulars: 

(1) The name of the company, companies or persons with whom the rental 
and royalty arrangements have been made, and the acreage under con- 
tract with each. 

(2) The annual or other periodic rental provided for under each contract. 

(3) The rate of royalty or other consideration provided for under each 
contract. 

(4) The length of time allowed to each company or person under each con- 
tract, before active exploration work is to be commenced. 

(5) The length of time within which actual development must be under- 
taken after the property has been proved. 

(6) Whether any rights have been sold outright and the companies or .per- 
sons to whom they were so sold, and the purchase price paid. 


After discussion, and the question having been put on the said motion, it 
was negatived on the following division: ‘ 

Yeas: Messrs. Browne (St. John’s W.) Fraser, Fulton, Hatfield, MeLure—8. 

Nays: Messrs. Beaudry, Bourget, Chevrier, George, Gillis, Healy, Helme, 

Knight, Macdonald (Edmonton East), MeCulloch—10. 

The Committee resumed consideration of the annual report of the Canadian 
National (West Indies) Steamships, Limited, for the year 1949. 

Examination of Messrs. Gordon, Dingle and Cooper was continued. 

The annual report of the Canadian National (West Indies) Steamships, 
Limited, was adopted. 

T ie Budget of the ane National (West Indies) Steamships, Limited 
for the year 1950 was considered and adopted. 

The annual report of the Canadian National Railways Securities Trust for 
the year 1949 was considered and adopted. 

The Committee proceeded to consideration of the Auditor’s Report to Parlia- 
ment of the Canadian National Railway System and the Canadian National 
(West Indies) Steamships, Limited, for the year 1949. 

Messrs. Turville and Matthews were called, questioned and retired. 

The Auditors’ Report was adopted. 

The following estimates for 1950-51 were approved: 

Vote 493—Maritime Freight Rates Act, Canadian National Railways; 


Vote 494—Maritime Freight Rates Act, railways other than Canadian 
National ; 


Vote 558—Prince Edward Island car ferry and terminals, deficit 1950; 
Vote 559—Canadian National (West Indies) Steamships Limited, 
deficit 1950. | | 


The witnesses retired. 


At 5.20 o’clock p.m. the Committee adjourned until Monday, April 3, at 
11 o’clock, a.m. 


, 


A. L. BURGESS, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House ofr CoMMONS, 
March 30, 1950 


The Sessional Committee on Railways and Shipping met this day at 11.00. 
am. The Chairman, Mr. Hughes Cleaver, presided. 

The Cuarrman: Order, gentlemen, we have a quorum. 

I believe that Mr. Gordon has a short statement to make. 

Mr. Gorpon: In reference to the lease for the exploration and development 
rights on a rental and royalty basis in respect of certain lands in Saskatchewan: 

I have been concerned about my inability to persuade Mr. Fulton on a 
question of principle that the details of this contract should not be divulged 


_ through this committee. | 


The minister has been kind enough to say that he is prepared to support 
my position with the committee. He has done so without discussion with me 
other than that which has taken place in this committee so that all members 
will form their judgment entirely on the discussion which has taken place 
between Mr. Fulton and myself. 

However, I dislike to see this question settled “on division”, so to speak, 
and I thought I would make one further attempt to put the question in 
iperspective. I have every respect for Mr. Fulton as a reasonable and a fair 


individual and in our contacts in the past I hope he has formed the same 


impression of me. I say, therefore, that I am distressed that we shoud maintain 
a difference on a point of principle. May I, therefore, summarize the situation 
as I see it. 

1. Mr. Fulton is under the impression that this is not a continuing 
transaction—that it is a closed deal and so no one would be inconvenienced 
or hurt if the particulars were given. I must point out that this is a misunder- 
standing of the nature of this lease-option so-called. What we have given is an 
option to rent certain acreage for oil exploration at a stipulated price per acre 
and in large blocks at varying prices per block. If the option is exercised the 
rental becomes payable, if it is surrendered then the rental is reduced in accord- 


‘ance with a formula stipulated in the lease. Still further if oil is found then 


the C.N.R. agrees to grant petroleum and natural gas leases on such lands as 
the oil company shall designate from time to time, such oil and gas leases are 
to be on a standard form approved ‘by the province and for a stipulated rental 


per acre, plus an agreed royalty on current market value. 


2. The company who is the successful tenderer for this lease is in the 
business of making offers to other holders of mineral rights. It would be unfair 
to that company, therefore if the arrangement made with the C.N.R. were 
disclosed and it would accordingly prejudice the C.N.R. if it were known that 
such details were to become a matter of public knowledge. As I have stated 
the company has the option not to take up the exploration rights within the 
terms of the lease so that it may well bé the C.N. would still have the mineral 
rights to dispose of in the future. I should add that I have spoken to the 
company with whom we have negotiated: this rental lease-option and royalty 
lease and they have expressed strong exception to the details of their arrange-— 
ment with us being made public through the committee. | 

3 I should like also to point out that exploration work of this character 
is of a highly speculative nature. It is not something, therefore, on which the 
CNR. should embark on its own account. Even if oil were discovered at a 
later date, it should not be thought that the Canadian National Railways should 
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have got the advantage of the full discovery through having proceeded on its 
own account. To engage in exploration work would involve very high capital 
costs and since the C.N. is not in this business it would be imprudent for the 
system to undertake such a speculative operation. Oil companies regularly in 
the business diversify their risks not only in various districts but in various 
countries in the world. If the C.N. were to embark on exploration work in this 
field it would be a “one-shot” proposition involving a. capital cost far in excess. 
of what would be justified as matters now stand. | ) 

In light of what I have said about the nature of these lease-options and 
also the objections which the oil company holding this option has to the dis- 
closure of this business transaction, I wonder if Mr. Fulton would be satisfied 
to drop his question in the knowledge that our income account will show the 
results year by year in any event. | 

Mr. Funron: At the outset, I should like to confirm Mr. Gordon’s reference 
in his statement to my appreciation of his character and his qualifications as 
a reasonable and extremely able man. I should like to confirm what others 
have said as to the railway and the country being fortunate in his appointment 
as president of this company, 

_ I think the statement he has made is a very important one. It does raise 
consideration of the question of whether or not this is a continuing transaction. 
My feeling, as I have indicated before, is that when a public company makes a 
final disposition of its assets, then the public is entitled to know the terms of 
that disposition—not the details of the negotiation, not the methods by which 
the final settlement. was arrived, but merely the terms of the final settlement. 
dt is with that principle that I am concerned and, at the present, I feel that is 
still the principle before us. However, I should like to make this suggestion: 
{ think Mr. Gordon’s statement is a very important one. -I would like an 
opportunity, if it meets with the consent of the committee, to study the statement 
aif I may have a copy of it, and that will enable me to say whether I am prepared 
to modify my request for particulars.. I might be able to have that decision for 
the committee later this afternoon. 

I should say, before concluding, that the six subjects on which I asked for 
information in my letter yesterday, do not involve, it seems to me, full: dis- 
closure of all details of the contract. I ask for disclosure of the terms, the 
rate of royalty rental provided for, the length of time before exploration must 
begin, the length of time after the property is proved before development must 
begin. I do not see at the moment that those points would involve any disclosures 
prejudicial to the oil company concerned but I would like an opportunity to re- 
consider the matter in the light of Mr. Gordon’s statement. 

Mr. Fraser: Mr. Gordon said yesterday that he would not object to giving 
the name of the company that has taken the lease of this property. 

Mr. Fuiron: I understand that Mr. Gordon is still willing to give the 
name but, if it meets with the wishes of the committee, I suggest that the whole 
matter be dealt with at one time. ; 

Mr. Fraser: Why not get the name now? 


The CuarrMan: Since ‘Mr. Fulton has raised this point, and as he has asked 
the privilege of having time to consider Mr. Gordon’s statement, I think that if 
it meets the wishes of the committee the matter should stand— 

Mr. Giuuis: Just a moment... 

The CHamRMAN: ...in its present position, without prejudice to the rights 
of anyone to raise further questions after Mr. Gordon’s statement has been 
considered. Is that not fair, Mr. Gillis? 7 
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Mr. Giiuis: No, I do not think it is. It looks now as if the only two people 
interested or concerned about this matter are Mr. Fulton and Mr. Gordon. The 
matter is before the committee and is the property of the committee. I think — 
that each member of the committee should at least express his opinion. 

The CuHarrMAN: Pardon me for interrupting, but I am just wondering if all 
the members of the committee would not be wise in taking time to consider 
Mr. Gordon’s statement and we will deal with the matter carefully and prudently 
after the members have had opportunity of thinking it over. 


Mr. Giuurs: As far as I am concerned I have listened to Mr. Gordon and 
I have made up my mind. 


The CuarirMan: If you would like to express your views I have no objection. 


Mr. Giuuts: I do not want the minutes of this meeting to indicate that there 
is only one man interested in protecting the natural resources of this country. 
I have listened to Mr. Gordon’s statement and I say that if the Canadian - 
National Railways was in a position financially to develop these resources then 
Mr. Fulton would be absolutely right: and we should insist on all details of the 
transaction. The point at issue, as I would interpret Mr. Gordon’s statement, 
is whether this is a continuing negotiation. Mr. Fulton assumes that the 
transaction is finalized but I would judge that it is not. They have leased some 
of the resources but there are others. In the future they may have to lease other 
areas and, in that light, it is a continuing matter. The C.N.R. is not in a position 


to develop the resources themselves—that is indicated very clearly in the financial 


statement which is before us. 

As far as I am concerned, and under the circumstances, I think Mr. Gordon’s 
statement was a very reasonable one. He is prepared to say what company is 
involved but he does not wish to make the details public. If he made those 


details public at this time he might find great difficulty in leasing mineral rights 


again. In my opinion, if and when the Canadian National is put on a proper 


_ financial basis as a government owned railway, this kind of thing should not be 


permitted. Any transaction then which might take place, if the company was 
able financially to handle it, should be public property. However, in the light 
of the circumstances as they exist now I am quite prepared to say, as a member 
of this committee, that I accept Mr. Gordon’s statement that it is in the best 
interests of the country and the Canadian National Railways to omit the details 
with regard to this transaction. | 

The Cuarrman: Thank you, Mr. Gillis. 


Mr. Hatrietp: Mr. Gordon’s statement seems to make the matter more com- 
plicated. It seems that the railway has given one company a permit to go in 
there and try to find oil and to drill wells. What the railway company has done 
now is to give one company ‘a permit to explore and try to find oil in the particu- 
lar area concerned, and if they find oil then they take out a lease, but that relates 
to just the one company. 


Mr. Gorpvon: As I explained before, all companies who are interested in that 
field were invited to tender to us a price whereby they would be given the explora- 
tion rights in that area and the best tender-received for that purpose was accepted, 
but all the companies had an equal right to make us a bid for that right. And, 


remember, it is a very intangible thing we are talking about. It is only a mineral 


right which we are talking about. A great many people who have bought land 
out in that part of the west are now searching the titles to their property and 
many of them are pleased to find that the mineral rights went with the property. 
Many of these properties were sold years ago and in the case of a good many of 
them, such as those sold by the Canadian National, or the old Canadian Northern 
as it was then, had the mineral rights reserved to the railway at the time of sale. 
Now that oil is being discovered on the properties, those who retained their 
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mineral rights have the right to share on a royalty basis, and we have simply said 
to those companies who are engaged in exploration work: if any of you would 
like to exercise this right of exploration then you can submit a bid to us for the 
purpose of acquiring that right. But as I said, at the moment the whole proposi- 
tion is purely speculative, and the value of these rights will only be established 
as and when oil is found. ! 

Mr. Hatrienp: What about the Alberta lands; were any held by the old 
Canadian Northern on which they reserved any of these rights? 


Mr. Gorpon: I do not know what land we have in Alberta. In any event 
what we are talking about is the mineral rights reserved to the Canadian Northern 
as it was then. 


Mr. Hatrietp: That is in Saskatchewan only? 


Mr. Gorpon: Saskatchewan, definitely, yes. We don’t have very much land 
in Alberta. I cannot say whether we have any mineral rights there or not at 
the moment. 

Mr. Hatrietp: How did you come to find that you had these mineral rights? 

Mr. Gorpon: That is a matter which has become a very live issue in western 
Canada since oil has been found. Everybody is looking over their deeds and. 
people are discovering that they have mineral rights they didn’t know were still 
preserved to them. Until oil was discovered up there these mineral rights were 
not regarded as being of any particular significance. 


Mr. Futton: Mr. Chairman, what I ‘am concerned about at the moment is 
this: Mr. Gordon has said that he is anxious if possible to avoid settling the point 
“on division” in committee. I fully realize that other members are just as inter- 
ested: in this matter as am. I am not going to assert that I am more interested 
than anyone else, but in order that we may all have an opportunity of consider- 
ing this matter whether we should insist on a statement being made, or whether 
the thing should be permitted to carry ‘“‘on division” there is a particular point I 
would like to have you consider and to that end I should like to make a sugges- 
tion: I would say that I am prepared, as far as I am personally concerned, to make 
a decision on the matter by the time the afternoon session comes around, to state 
my position then, which by no means precludes discussion and which means that 
the whole matter can ‘be discussed; and all of us would have an opportunity to 
consider our course at that time. | | 

Hon. Mr. Cuevrier: I think probably we could have the statement made 
by Mr. Gordon mimeographed immediately so it would be ready for distribution 
to the members before one o’clock. 


Mr. Fraser: Mr. Chairman, could. we not have the name of the company? 
Would it not simplify matters which are going to be involved in the discussion 
this afternoon if we were to have the name of the company? 

Hon. Mr. Cuevreier: I think, Mr. Fraser, if you will allow me, the matter 
is one about which a statement is going to be circulated; would you let the 
matter stand till then? 

Mr. Fraser: I think it might be well to have the name in connection with 
the statement. Mr. Gordon said yesterday there was no objection to the 
giving of the name. ~ 

Hon. Mr. CuHevrien: May we not dispose of it as a whole rather than 
piecemeal? : 

Mr. Fraser: Mr. Gordon stated yesterday that he had no objection to 
giving the name; and I think it would be well for us to have the name of the 
company concerned; and, as a matter of fact, I thought that we were going to 
be given it yesterday. 


~ 
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The CuairMan: I have no motion before the chair on this matter. I think 
Mr. Fulton’s request is a reasonable one and if the committee is willing the 
matter will stand until the opening of our afternoon sitting. Is that agreed? 

Some Hon. Mremsprrs: Carried. 

Mr. Futton: Mr. Chairman, I would like to raise a point of order about 
our sittings today. According to the notice in front of me here we are to sit 
at 11 o’clock this morning, at 4 o’clock this afternoon and at 8 o’clock this 
evening. I was not aware that a decision to sit this evening had been taken as 


a result of a discussion in the committee. I do not think we have had any 


discussion on that point. Now, there is no steering committee in this committee 
and I personally feel strongly that steps should not have been taken that we 
should sit at 8 o’clock tonight without reference to the committee. I think that 
is a matter which should have been left to the committee to decide. ; 
Now, on the merits of the situation, I personally feel very strongly that we 
should not be requested to sit three times a day, because we are all interested 
in what is going on in the House. It means that members of this committee 
simply have no opportunity of taking part in the discussions in the House of — 
Commons. I would like to repeat what I said yesterday that we have a railway 
which involves a capital structure of $2 billion—it isa $2 billion corporation— 
and we are considering both the past year’s operation and the coming year’s 
budget, both of which run into $500,000,000. While I fully appreciate the 


~ desirability to release the management officials as soon as possible, I am convinced 


that they would agree with us that we cannot competently examine the affairs 


of this company for the past year and for the coming year in this manner by 


sitting three times a day. May I point out that the annual report of the 
Canadian National Railways, the Canadian West Indies Steamship Company, 
the auditor’s report to parliament, and the Canadian Securities Trust were not 
tabled in the House until Thursday, a week ago today. This committee com- 
menced its examination of these matters on Monday. It has been difficult enough 
even to read through these documents in that time let alone to get any grasp of 
what is there, and I suggest that the only way we can understand them is by 
reading the documents, which is difficult enough in the time at our disposal, and 
putting questions to the members of the railways staff. For instance, let us take 
a matter such as the telegraph operations. It is not possible except through 
questions and answers to get the information, to bring the matter forward in 
such a way that it can receive the consideration it should have. If we as a 
committee are to sit here three times a day, we are not, as members, going to 
have an opportunity to take any interest in what is going on in the House. 
Personally, I feel that the decision with respect to the evening sittings should 


-.not have been taken or decided upon without a reference to the committee, and 


I strongly urge all members of the committee to consider whether they will 
actually be able to do better work for the railway and for the country if we sit 
twice a day rather than three times. 


Hon. Mr. Cuervrrer: Mr. Chairman, I just want to make one observation, 
not to the point of order raised, but to one statement made by Mr. Fulton in 
the discussion of the point of order, one which I think should be made clear. 
You said, Mr. Fulton, that the reports of the railways were tabled a day or two 
before the sittings of this committee commenced. I want to remind you that the 
members of your party took the position that we should meet as early as 
possible this year and that is what we have tried to do and to accommodate 


the House as well; and I think we have met earlier this year than we have 


ever met before in order to meet the wishes of all members. 

Then, as to the report, may I say that I tabled it just as quickly as I could. 
I think the president of the Canadian National Railways sent it to me one 
evening—I have forgotten the date—and the next day I tabled it in the House. 
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I did not have an opportunity of reading it. So, while I am not speaking to 
the point of order as such, I think you should be reminded that it was to meet 
the wishes of the House that we met earlier, and that the reports were tabled 
in the House just as quickly as possible. 


Mr. Fuuron: I have no objection to that, sir. 


| Hon. Mr. Cuevrizr: I hope you are not addressmg your criticism to the 
officers of the C.N.R.? 


Mr. Fuuron: No, and I should like to make that clear; I have no objection 
of that sort at all. The point I am making, and desire to make, is whether we 
should be able to consider the material before us adequately if we sit three times 
a day. | 


. Mr. Knicur: May I ask who made the decision that we were to meet 
tonight? 

The CuartrMan: I shall be pleased to answer that question. As members 
of this committee are aware, this committee follows a standard practice of 
adjourning to meet at the call of the chair. Wherever a committee of the House 
has an agenda committee or steering committee, of course it is up to that com- 
mittee to make the decision. In the absence of an agenda committee or a steering 
committee it is the responsibility of the chairman. I assumed that responsibility 
when I found that it was most important that the officials of the Canadian 
National Railways should complete their work today if it could be done. It 
seemed to me wise to send out the notice so that members would be advised at 
once that we might have to meet tonight in order to get on with our work. At 
the conclusion of its sittings yesterday afternoon the committee had already 
spent as much time on the C.N.R. report, the report of the West Indies Steam- 
ships, and so on, as has been the practice in other years, and it was hoped that 
by holding three sittings, if necessary, today we could complete our enquiries 
to the point where we shall be able to release these very important men, the 
officers and officials of the Canadian National Railways. In that regard I would 
also like to remind members of the fact that other House committees are not 
down to work yet and I know that many members of this committee are members 
of other important House committees and are anxious to attend meetings of 
those committees when they meet; so, for all of those reasons I thought that 
members of the committee would like to spend their time almost exclusively on 
this matter with the hope of getting it cleared up and out of the way before 
other committee work starts. Now, I am of course entirely in the hands of the 
committee; but I thought it only fair that notice should go out as soon as the 
state of affairs became apparent, so I asked the clerk of the committee, and I 
was quite within my rights in doing so, to send out a notice for morning, 
afternoon and evening sittings. 

Mr. Pouutor: Mr. Chairman, I think you were quite within your rights, but 
may I say that time is progressing. 


The CHARMAN: I may say further that a was my thought that members 
should be notified immediately as soon as the fact came to my attention ne 
an evening session might be necessary. 

Mr. McCuuttocu: And it was merely a suggestion. 

The CHAIRMAN: Yes, it was merely a suggestion. Now, I am in the hands 
of the committee and I am open to a motion that we should meet this alternos 
and this evening. ‘ 

Mr. McCuttocu: I move that we sit this afternoon at 4 o’clock and 
tonight at 8 o’clock. 


The CHAIRMAN: Are there any amendments? 
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Mr. Gituis: I do not think. we should so move, for this reason. I agree 
with Mr. Pouliot that we are making progress, but before a decision is asked 
on the matter I should like to have the benefit of the views of some of the other 
members of the group I represent. 

The CyatrmMan: Very well, we can decide that this afternoon by motion, 
if necessary. | | . . 

Mr. Fuuron: I think it is well that the decision should be left over. There 
are a number of questions I would still like to ask with regard to the activities 
of the Canadian National Railways, and I feel that I will be in a better position 


to make a decision on this matter when we resume this afternoon. I hope 


members of the committee will not press for us to finish our business today. 
I hope it is not the decision of the committee that we should definitely conclude 
our sittings with the C.N.R. today. 

The CHarrman: I think it is a reasonable expectation that we should, and 
I do not think you can complain of the chair attempting even to suggest that 
you should refrain from asking questions. I think you have had your full share 
of questions asked and answered. : 

Hon. Mr. Cuevrier: Let us get on. 

The CuHarrMAN: There are just one or two small points. 

Mr. Povuior: It is nearly half past eleven and we have not made much 
progress yet. 3 

Mr. Gorvon: I have the answer to a question asked by Mr. Adamson 


covering “Gross railway operating charges per mile of road”. I shall just hand 


my answer to the reporter and he will see that it is included in the record. 
The answer reads as follows: | 

The 1939 figure of gross railway operating charges per mile of road was 
$8,086; while the 1949 figure is $20,716.94, showing a percentage increase of 
156°2 per cent. . 

The increase has been brought about by (a) increased costs of operation, 
and (b) increased volume of business. The increased cost of labour and material 
(due to change in price level) has been 73:0%. The increased volume of 
business has been (a) measured by revenue ton-miles per mile of road, 79°3%; 
and by passenger-miles per mile of road, 83:°3%. 

There was a second question asked by Mr. Adamson, covering a general 
inquiry as to the deficits, and with your permission, Mr. Chairman, I shall file 
the statement with the reporter which shows: Revenues, expenses, net revenue, 
income available for fixed charges, fixed charges, and cash surplus or deficit 
from the years 1923 right through to 1949, covering the entire period. 


(Statement follows on next page) 
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The Cuairman: While we are concerned with this business of tabling answers 
to questions, have you anything further to say in reply to Mr. McLure’s question 
regarding a bridge. What was the name of that bridge, Mr. McLure? 

Mr. McLure: The Hillsborough bridge. I think Mr. Gordon said that he 
would make a statement about it on Tuesday. 

Mr. Gorvon: Oh, I thought I said that the matter was under discussion 
with the Prince Edward Island government. I thought that is what I said. I 
have not made any further inquiries because I did not think I was expected to do 
so. Iam sorry if I have misled you. But the matter is under discussion now with 
the premier of Prince Edward Island in respect to the proposed route of the 
Trans-Canada highway and the fact that the proposed route will traverse the 
Hillsborough bridge. That is the point you have in mind. 

We told the premier what we are telling you now that the matter is under — 
active study by our officials and that we will be ready to discuss the matter with 
him. I shall quote from my letter: 

In the last paragraph of your letter you suggest that I should visit 
our Island Division as soon as possible, or, alternatively, that we should 
receive a representative of your government to begin discussions on the 
question of replacing the bridge over the Hillsborough river. I expect to 
be engaged all of next week with appearances at Ottawa before the Select 
Standing Committee on Railways and Shipping owned and controlled , 
by the Canadian government, and thereafter certain other commitments 
already made will probably make it impossible for me to visit Prince 
Edward Island until some time in the coming summer season. I shall 
probably therefore have to adopt your suggestion of arranging a meeting 
in Montreal with a representative or representatives of the province, and 
as soon as I am in a position to suggest a date I shall communicate 

- further with you by telegraph. 


The CuarrMan: There was a further question asked by Mr. Adamson. in 
regard to the age of rolling stock, and a table was to be prepared and filed. 

Mr. Gorpon: I think Mr. Dingle will handle that answer. 

Mr. Dincie: Out of 104,875 units of equipment owned by the Canadian 
National, that is exclusive of Newfoundland, it breaks down this way: We have 
51,388 units averaging in age 9-7 years; 48,089 units averaging 27-4 years; 5,372 
units averaging 22-6 years; and 26 units averaging 41-3 years. / 

The CuarkMan: Thank you. Then there was another question raised, I 
think, by Mr. Fulton, whether it was possible to table a summary of the different 
exchanges of property which occurred with respect to the Montreal project. 

Mr. Gorpvon: I have been in touch with Montreal and I have been informed 
that it is a very ponderous matter but that we expect to have a summary for 
you, and I am looking forward to receiving it in this morning’s mail. Therefore, 
I hope to have it for you this afternoon. It will be the best that we can do with 
it in the time that was available. 


Mr. Fuutton: Thank you. 

The CHatrMan: If I have missed any question to be answered I hope some 
member of the committee will ask about it. Now, my next note concerns the 
tabling of a statement showing Canadian National deficits. Oh, that has already 
been done. : 

Mr. Gorpon: Yes, it is now tabled. 

The Cuairman: Are there any other outstanding questions? 
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I have a wire which I received this morning and which I should read into. 
the record. I have no comment to make in respect to it. It is addressed to the 
railway committee and is signed by S. R. Wadden, Town Clerk of Glace Bay. 
The wire reads as follows: 3 


Town of Glace Bay endorses protest of Louisburg re statement of 


CNR policy towards Port of Louisburg as stated by Mr. Donald Gordon 
and request matter be referred to railway committee. 


Mr. Giuuis: That telegram happens to come from my own home town. There 


is considerable anxiety throughout the whole island of Cape Breton with regard 


to the use of Louisburg as an alternate port for North Sydney during the time 
that North Sydney is frozen up. My friend, the member from Newfoundland, 
made a very strong case a few days ago. Louisburg is an isolated spot and there 
is no accommodation there. It is about twenty-six miles from Sydney where 
there is accommodation, but there is no bus service; yet for about two months 
in the year that port of Louisburg is used. 

Mr. Gorpon: Who services the port of Louisburg now? 

Mr. Giuuis: The 8. & L. railway. 


Mr. Gorpon: It does not occur to me that it should be regarded as a Cana- 
dian National baby. 


Mr. Giuuis: Because the ferry from Newfoundland to North Sydney is part. 


of the Canadian National set-up, and because that ferry may be diverted from 
North Sydney to Louisburg, it may be said that Louisburg is a Canadian National 
responsibility. . 
_ Mr. Gorpon: We have to pay for using the facilities in and out of the port 

of Louisburg. 3 

Mr. Giuuts: In my opinion the main responsibility rests on the §. & L. 
railway which is a subsidiary of the Dominion Stce] and Coal. They are the 
people who should provide the accommodation when the boat has to be diverted, 
_ but they have not done so. 

Another point is: It is proposed that instead of diverting the boat to 
Louisburg, it be diverted either to St. John or to Halifax, which would make 


the water trip much longer, and result in loss of business to Louisburg. My 


main point, however, is the lack of accommodation. And may I have an 


assurance from the Canadian National that you are not going to divert that boat. 


from North Sydney to St. John or to Halifax? 

Mr. Gorpon: The point I want to make clear is that primarily I do not 
see how the difficulties with respect to the port of Louisburg in respect. of service 
are essentially a Canadian National responsibility. I do not say that. we will 
not further review the matter to see whether or not there is anything we can 
do about it. I am perfectly willing to agree with what you say and to see if 
there is any reasonable review or change of attitude which would be justified. 
_ T would emphasize, particularly in the light of this protest, that I hope you are 
making it clear to your Glace Bay associates that the whole responsibility in 
this matter should not be assumed to be that of the Canadian National railways. 

Mr. Giuuis: Oh, I have already done that. 

Mr. Gorpon: I am glad you have done it today; but the telegram would 
seem to suggest that I have taken a cavalier-like attitude towards Louisburg. 

_ 'Mr, Giuuis: No. I discussed this matter some time ago with the board of 
trade when I said that in my opinion it was not the responsibility of the 
Canadian National railways to provide this service at Louisburg, but rather 
that it was the responsibility of the Dominion Steel and Coal Company. But the 
point I would like to have clear is your assurance that the boat is not going to 
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be diverted to St. John or to Halifax and that you would continue to use 
Louisburg as an alternate to North Sydney in the event that the boat had to be 
diverted. 3 

Hon. Mr. Cuevrirr: I have never heard of any intention to divert the 
boat from North Sydney to Halifax or St. John. And in addition, under the 
_ terms of union with Newfoundland, it was agreed, and I think it is part of the 
statute, that the traffic from Sydney to Port aux Basques shall be considered 
as all rail traffic. And if we were to divert it, it could no longer be considered 
as such. Therefore, I think it would be highly disadvantageous to those who 
have to ship to Newfoundland, at least from the point of view of freight rates. 
As I say I have not heard of it; and if it were done I do not think it could be done 
advantageously. 

Mr. Giuuis: So far as you know, the government policy is to live up to the 
agreement made with Newfoundland? 

Hon. Mr. Curvrier: What is that again, please? 

Mr. Giuuis: So far as you know, the government policy is to live up to 
the agreement made with Newfoundland, and that part of the Newfoundland 
agreement is that Louisburg be used as an alternate point in the event of North 
Sydney being closed? 

Hon. Mr. Cuevrier: No. I have never heard of that one either. But it is the 
intention to carry out the obligations under the terms of union and I may say that 
we are spending some $2 million at North Sydney, and we are also considering 
plans and specifications for considerable expenditures at Port aux Basques which 
would indicate that we are carrying out the terms of union. 7 

Mr. Gorpon: We do not know where this rumour arose. There has 
certainly been no statement made by the Canadian National Railway officials 
that we had it in mind to divert. The matter has not been under consideration. 

Mr. Giuuis: Well, it is a rumour. I know that. 

Mr. Gorpon: Yes. 

‘Mr. Giuis: But I am satisfied that so far as Mr. Gordon and Mr. Chevrier 


are concerned the arrangement which is now in existence of using Louisburg 
as an alternate port is going to remain. The other matter is, I think, the 


responsibility of Dominion Iron and Steel. 


The CHairMANn: Gentlemen, Mr. McCulloch also has a wire from the 


Louisburg board of trade which should be read into the record. It reads as 
follows: : 

H. B. McCulloch, M.P., Ottawa, Ontario. 

In view of statement by Mr. Donald Gordon re Canadian Press 
release March 28, 1950 re statement of policy of CNR by Mr. Gordon 
as follows that the CNR is not interested at present in a proposal to 
develop port facilities at Louisburg, Cape Breton Island. It has its port 
developments work at North Sydney about twenty miles north of Louis- 
burg and didn’t require use of the latter. We consider that this statement 
is incorrect in view of the fact the CNR Newfoundland ferry is at present 
docked at Louisburg and has docked nine times at this port this past 
winter due to ice conditions which made it impossible to reach North 
Sydney and we ask that this information be brought to the attention of 
Commons Railway Committee and the claims of Louisburg be considered 
on its just merits re port facilities here. . 

Louisburg Board of Trade. 
59193—2 


218 ai SESSIONAL COMMITTEE 


I also have two letters from Mr. Gordon Isnor which are addressed: to the 
chairman of this committee. The first letter reads as follows: 


Ottawa, March 29, 1950. 
Mr. Hughes Cleaver, M.P., 
Chairman, Special Committee on 
Railways & Steamships, 


‘House of Commons, 
Ottawa. 
Dear Mr. ‘Cleaver,— 

In a sessional return made to me under date of March 22nd, it was 
shown that Trains Nos. 3 and 4, Halifax, had been cancelled in January 
1950. This fine train known as the Ocean Limited, was later restored to 
service, which fact was much appreciated by the travelling public of the 
maritime provinces. 

It. was, nevertheless, felt that with the resumption of service, con- 
sideration should have been given to faster running time and it has been 
suggested from many quarters, and I have advocated same for some 
years, that this train should leave Halifax around 10.00 a.m. and arrive 
in Montreal about 8.00 o’clock. It is generally accepted in railway circles 
that this could quite easily be done and would not affect other schedules 
to any extent and prove of material advantage from the standpoint of 
time departure and eliminate what appears to be an unnecessarily long 
wait after arrival at Montreal to passengers travelling beyond that point. 
I have in mind particularly the connection with trains leaving for Toronto 
and Ottawa. 

- It was further pointed out that No. 59, “Scotian” , leaving Halifax, 
could pick up any through passengers at places not scheduled for stops 
by the Ocean Limited (No. 3), and if necessary could transfer them, if 
they so desired, to the Ocean Limited at such junction points as Truro, 
Moncton, Campbellton, and thus arrive in Montreal on the before men- 
tioned fast express. 

Would you 'be good enough to place this before the president and his 
traffic experts-in the hope of procuring a favourable reaction. 


Yours very truly; 
Gordon B. Isnor, M.P. 


_ Mr. Grorce: I would like to add my endorsement to that. We have felt 
for years that the service should be speeded up. 

Mr. Gorpon: I want to make one comment. I do not want to answer the 
question in detail, but I notice the expression used that “it is generally accepted 
in railway circles that these changes could be made without any difficulty.” 
I cannot agree with that offhand. Just .before leaving Montreal I received a 
very lengthy and detailed report from the operating officials which sets forth in 
detail how these schedules are worked out. It is. quite a difficult procedure. I 
have not reached any conclusion in the matter, but it is under study at the 
moment. A matter of that kind cannot be decided without difficulty. 

Mr. Grorce: I realize that, Mr. Chairman. I would like to mention the 
fact that this has been discussed with various officials of the Canadian National 
Railways at various times, and we were told that one of the reasons that the 
Ocean Limited arrives in Montreal at the time that it does is because of the 
fish that are brought up in cars destined for Toronto? Is that a sufficient reason 
to delay the schedule of the train? 


Mr. Gorvon: I hope to be able to give an answer soon that =a convince 
anyone who is open to conviction as to why the present schedule is followed. 
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The Cuairman: The letter, already read, will be answered by Mr. Gordon. 

I have another letter asking information from the minister and Mr. Gordon 
on another matter. I will hand it to him. 

(See Appendix “A’’) 

I have now a list of questions that Mr. Carter would like to have answers 
to and also a short statement which he would like to place in the record. Is it 
your wish that I should file there. 

; (Carried. * See Appendix “B”) 

I will hand the questions to Mr. Gordon and he will take time to answer 

them at our next sitting. 


Now we are on Canadian National (West Indies) Steamships Limited. 

Mr. Hatrietp: No, Mr. Chairman, we are on the operating budget. You 
told us time and time again Monday and Tuesday when we were going over 
the items in the operating accounts for 1949, that these questions can be 
answered under discussion on the budget. Now, I have some questions to ask 
on the operating budget. 

The CuarrmMan: Would you carry on, Mr. Hatfield? 

Mr. Hatrierp: What is being done with the Portland sub-division? — 

Mr. Gorpon: I thought that was touched on yesterday, was it not? 

_Mr. Hartrizeip: I know, but you just touched on the betterments. Are you 
operating that road? 

Mr. Gorpon: Oh, yes. 

Mr. Harrieup: Are you operating an elevator? 

Mr. Gorpon: Yes, sir. 

Mr. Hatrisyp: Is it full of grain? What are you doing there, or what 
do you propose to do there? 

Mr. Dineuz: The elevator is full of grain. 

Mr. Harrietp: What do you propose to do with the sheds you have there 
on the waterfront? You have eight or ten sheds at Portland that are falling 
down. What do you propose to do with those sheds? They take up a very 
valuable piece of property there. Are you using those sheds? 

Mr. Dinete: The sheds in the past two years, to my knowledge, have been 
used for storage of bulk cargoes such as rubber and so on. 

Mr. Hatrietp: Has anything been done to repair the sheds? Would it not 
be better to turn the sheds over to some other railroad line, some American 
railroad, or the city. You occupy the whole waterfront there, you know. 

; Mr. Dincue: We have had some offer on the sheds, I believe, but to date 
nothing concrete has arisen. 

Mr. Harrieyp: I do not know why you are letting the sheds run down. 
The last time I walked through the sheds they were all empty and there were 
just pigeons roosting there. Those sheds take up the whole waterfront of 
Portland, Maine. It is a very valuable property. 3 

Mr. Gorpon: Is it your idea, Mr. Hatfield, that we should increase our 
traffic through Portland, Maine? 

Mr. Hartrretp: No, my idea is to settle the whole works and get out of 
there. | 

Mr. Gorpon: We will take that under advisement. 

The CuarrMan: Have you any further questions, Mr. Hatfield? 
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Mr. Hatrretp: Now, in regard to control of cars, what is being done to 
regain control of your empty cars after they are unloaded, especially refrigerator 
cars. 

Mr. Dinette: Are you speaking of cars within Canada? 

Mr. Harrizyp: In Canada and the United States. 

Mr. Dinete: The matter is policed very thoroughly, and we endeavour 
to secure the quick return of our cars after being unloaded. 

Mr. Harrietp: You have many cars in Prince Edward Island and New 
Brunswick going to North and South Carolina and points in the United States. 
I would like to know if anything is being done to have those cars routed back 
through Boston and New York with loads. Those cars in a number of cases 
are loaded with goods going away west and probably they make one trip a 
year. : 

Mr. Diner: Under the car service rules. as laid down by the A.A.R., an 
American road must either load that car back to its home road, or if that is 
not possible, must return it empty. 

Mr. Hatrietp: Now, at West Saint John there have been a lot of potatoes 
shipped through West Saint John this winter. Have you any man in West 
Saint John,—that is a C.P.R. point,—to see that after your cars are unloaded 
at West Saint John that they get back to your own road. 

Mr. Dineue: Yes, sir, our staff at Saint John look after that, and also at 
Moncton. 

Mr. Hatrretp: I know, your staff at Saint John. Do you have a man at 
West Saint John, posted there? 

Mr. Diner: We have a terminal superintendent at Saint John. 


Mr. Hatrietp: The reason why I am asking that question is that, during 
the fall I was in my office one day—my office is situated beside the Canadian 
Pacific—and there was a very severe shortage of freight cars on both roads. 
My office is probably six miles from the Canadian National road; it is on the 
C.P.R. I was calling up your agent at East Saint John in regard to cars and 


he told me that there were no cars in sight. At that very moment a train pulled 


into the C.P.R. yard with twelve of your reefer cars. The whole train, had 
twelve C.N.R. empty cars on it. We loaded two of those cars and we hauled the 
goods from a C.N.R. point to load them. Now, those cars were empty at West 
Saint John and were hauled by the Canadian Pacific Railway on their line and 
loaded on the C.P.R. 


Mr. Dincie: You have to understand, Mr. Hatfield, in these matters that 
each road tries to satisfy their own customers. I will admit there is a little 
thievery of cars between roads when they can get away with it. 


Mr. Harrieip: There is another situation there which ties up your cars. 


One of those cars would be spotted at West Saint John for loading ships that 


probably would not come to West Saint John for weeks after the cars arrived 
there. Now, those cars remained loaded there, or they may be loaded and 
waiting at Island Yard, then they are shifted over to West Saint John and they 
remain there a few days. If the ship is not in they can be unloaded into 
the sheds, yet sometimes the sheds remain empty as they prefer to keep the 
goods in the car rather than pay the high shed charge. In other words, they are 
taking advantage of the full ten day free time to keep the cars loaded. ~ 


Mr. Dincie: We have had considerable difficulty over that point. 
Mr. Harrreyp: Could there not be some co-operation worked out between 


the Harbour Board and the railway in this matter. I think that is what the 


trouble is with the refrigerator cars, they have been tied up there for weeks and 
months at a time. 
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Mr. Diner: That is a very active matter and we do our best to get the 
return of our cars from all points. West Saint John, as you say, has been 
somewhat difficult. 

Mr. Harrtetp: We have loaded, I would say, hundreds of your cars on the 
Canadian Pacific. 

Mr. Gorpon: Your opinion, Mr. Hatfield, is that the Canadian Pacific is 
better at stealing our cars than we are at stealing theirs? 

Mr. Hatristp: No, I do not say that. If you could have more use of your 
cars it would be better. You have so many reefer cars which could be used if 
they were released in time. My point is to have a man stationed at West Saint 
John, as a man in the office at East Saint John cannot look after this proposition. 
I think it would be money spent in a good way to have a man stationed there 
and when a car is unloaded to see that it gets back to East Saint John to your 
Island Yard. 

Mr. Dinete#: I can assure you, Mr. Hatfield, that our staff at Saint John 
crosses to West Saint John and tries to police that situation. 

The CHAIRMAN: Have you any more questions, Mr. Hatfield? 

Mr. Hatrietp: Yes. I would like to ask this. Take a car loaded with 
potatoes or any other goods from Prince Edward Island or New Brunswick going 
to the southern states, how is that car routed? 

Mr. Dincte: That is pretty much of a traffic matter, sir, and as I under- 
stand the situation, the shipper has some choice in the routing, 


Mr. Hartrietp: I know that but he does not have much of a choice after it 
gets away from your road. Is it routed by St. Johns, Quebec, and the Central 
Vermont? 


Mr. DINcLeE: ‘Where was the car going to, sir? 
Mr. Hatrietp: Suppose it is going to Philadelphia? 
Mr. Dincie: That would quite likely be routed through Saint John, New 


- Brunswick, but it depends on circumstances. 


Mr. Hatrietp: Then to a C.P.R. point at North Devon, cEnverG to the 
C.P.R. there? 


Mr. Dinote: You understand of course, we have a joint arrangement 
in that area? 

Mr. Hatriritp: And from North Devon to Vanceboro, Maine? You would 
not have much of a haul out of that car. 

Mr. Dinete: That is true. 


Mr. Hatrietp: Should not some of those cars be routed by St. Johns, Quebec, 
and the Central Vermont? 


Mr. Dineue: It all depends on the destination. Undoubtedly there are cars 
that move that way. It pretty well depends on the destination. 


Mr. Hatrieyp: Some of them go to Moncton and are routed over the old 
transcontinental to St. Leonard, then go over to Van Buren. The point I am 
making is that other lines haul a car 1,000 or 2,000 miles which ties up the cars. 
Now, your rates from Prince Edward Island or New Brunswick points are 


from ten to thirty cents a hundred higher than from C.P.R. points in New 


Brunswick. In other words, I can load a car of potatoes in Prince Edward 
Island, bring it to Woodstock, New Brunswick, over your road, then transfer 


it-on to the 'C.P.R. and reship it to South Carolina cheaper than I can ship it 


from a point in Prince Edward Island to South Carolina. 


Hon. Mr. Cuevrrer: Mr. Hatfield, may I say that you wrote me, on that 
point, at some length. It is a pretty technical matter of freight rate computation 


222 ? SESSIONAL COMMITTEE 


and, because it is a technical matter, I suggested in my reply that you might 
have a discussion with the officers of the Board of Transport Commissioners. 

Mr. Hatrrietp: I know you did, and I have a plan that will save me and 
will save the shippers a lot of money. 

Hon. Mr, Cuevrrer: I wonder if we could leave it at that. Personally, 
I am not technically able to deal with it and I do not know whether Mr. Dingle 
is, but it is really a very complicated freight rate structure matter and for that 
reason I suggest you take it up with Mr. Kirk who is the expert for the Board 
of Transport Commissioners. 

Mr. Hatrretp: I am prepared to do that, and I have all the information. 

Hon. Mr. CHevrinr: Would you not prefer to handle it in that - manner? 

Mr. Hatrietp: Well, yes. Now, when you take over these lines, like the 
Temiscouata, or the St. John’s valley road which you took over in 1926, is 
there anything done to make the lines profitable? I will talk about the St. J ohn’s 
valley road which starts at a ‘C.P.R. point, at Westfield, and extends to Centre- 
ville. It ends in a field at Centreville. Has there been. anything done to make 
that line profitable or to extend it? I do not think it pays. When you get to 
Westfield, from there to the road to west St. John, and going over to the island 
yards you pay two bridge charges. 

Mr. Gorpon: It is very difficult for us to deal with these specific points 
which you bring up. I can tell you in a general way that we have these matters 
followed by the research and development department which constantly reviews 
any pieces of the road which appear as if they are operating under disabilities 
or not paying their keep.’ I am quite sure that if you would let me have the 
items in which you are interested we could give you a report on them, but it 
is not possible for me to answer the specific points here. 

Mr. Hatrrietp: I am interested in moving potatoes out of New Brunswick 
on your road, and out of Prince Edward Island, at a competitive rate with the 
C.P.R. It can be done if it is given attention. You have had this St. John’s 
valley road for twenty-five years. When we get cars we load them but when 
we do not get cars the goods are hauled over to the C.P.R. 

There is another thing I would like to bring up and it is the matter of 
delivering cars in bond. I think your road got into a lot of trouble in Montreal, 
which seems to be the worst point. Both New York and Montreal are weak 
points in this connection. There was a case this fall involving one receiver and 
an amount of some hundreds of thousands of dollars. The goods—potatoes we 
will say—were shipped on an order bill of lading. The receiver had an arrange- 
ment with his bank,—I believe a yearly bond. The railway, instead of making 
the receiver pick up the draft with the order bill of lading attached to it, allowed 
him to secure the shipment under the yearly bond. The shipper meanwhile is 
paying interest to the bank. He is paying bank charges on a draft attached 
to the order bill of lading. The bank is responsible, finally, because they have 
the bond, but the shipper is out his money for a long period. £ 

Mr. Gorpon: Was this due to some delay on the railroad? 

Mr. Hatrieip: No, no. 

Mr. Gorpon: Do you mean that the freight was surrendered without a bill 
of lading? 

Mr. Harrretp: Yes. | 

Mr. Gorpvon: I would think in that case it would become a legal matter to 
be examined in the light of specific circumstances. I have no doubt, Mr. Hat- 
field, that in the tremendous operation which we undertake that there will be 
specific instances where our employees are at fault but I think each case must 
be examined on its merit. 
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_ Mr. HATFIELD: I am not saying that you are at fault but I am saying the 
situation could be remedied. If you do not have the guarantee from the bank, 


the trust company, or some other financial company, then you might require 


the receiver to put up a cheque for double the value of the shipment. I would 
like to see this bond done away with and the receiver have to put up his cheque. 
If the bill of lading is not surrendered in a week’s time you could see that the 
shipper is paid for the car. In the case that occurred this fall they held the 
drafts for months. 


The CHAIRMAN: I wonder, Mr. Hatfield, whether there is not some way in 
which these special problems and the valuable recommendations which you are 
making with respect to them could not be dealt with in alittle more business- 
like manner, instead of having twenty-five members of this committee sitting 
around and listening? Would you be kind enough to make a written submission 
which we will incorporate in our committee records. It will then come before 
the officers of the C.N.R. and can be studied. 

Mr. Harrietp: I am trying to make helpful suggestions to the railway. 

The Cuairman: If you will make the suggestions in writing we will incor- 
porate them in our minutes. | 


Mr. Hatrietp: Sometimes bills of ladimg do go astray but that does not 
happen often. It is a point though that something should be done where a bill 
of lading is lost. The railway should follow it up. : 


Mr. Gorpon: I will be glad to make a note of your suggestion and to look 


~ into the matter. 


Mr. Fuuron: With respect to operating expenses, I wonder whether Mr. 
Cooper could give us a breakdown of the forecast for 1950? | 
Mr. Gorpon: Do you want it under specific headings? 

Mr. Futon: Yes. | | | 

Mr. Gorpon: You are talking of the budget program of $482,500,000? 

Mr. Fuuton: Yes. 

Mr. Gorpon: You want expenses only? 

Mr. Futon: Yes. 

Mr. Gorpon: Maintenance of way and structures, $88,100,000; maintenance 
of equipment, $108,000,000; traffic, $9,300,000; transportation, $247,500,000; 
miscellaneous, $6,100,000; general, $23,500,000. Those figures will total $482,- 
500,000. 

Mr. Fuuron: Where does the item for payroll and wages appear? 

Mr. Gorpon: It is included in every one of those headings, depending upon. 
what department it applies to. 

Mr. Futron: Do you not have it separately? 

Mr. Gorpon: I can give you the payroll figures, yes. 

Mr. Fuuron: Would you, please? | 

Mr. Gorpon: Our actual payroll in 1949 was a total of $311,041,852, of 
which charged to operating expenses the total was $284,515,396. We are basing 
our 1950 budget on approximately the same payroll total, provided that we are 
not confronted with any wage adjustments arising out of the submissions now 
before us from various labour groups. 

Mr. Futron: Thank you. I want to come back to that in a moment but,. 
with respect to pensions, have you any item for your contribution to the — 
pension fund? 
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Mr. Gorpon: Our pension costs in 1949 were $11,562,547. We expect an 
increase of $917,000 for the year 1950, so that our budget item is approximately 
$12,480,000. | | 

Mr. Fuuiron: Can you tell us the present. state of negotiations with respect 
to pensions? | 

Hon. Mr. Cuevrier: I think I made a statement in answer to a question 
asked by Mr. George on Monday. I do not know whether you were here, but 
in so far as the government is concerned the statement is on the record and 
I do not think that I wish to repeat it. 

Mr. Futron: It was made on Monday in this committee? 

Hon. Mr. Cuervrier: Perhaps it was Tuesday. 

Mr. Fuuron: I have been here throughout the sittings but I must have 
missed it. It will appear on the record? 

Hon. Mr. Cuevrier: Yes. 

Mr. Fraser: Mr. Chairman, yesterday I tried to ask a question in connection 
with this superannuation fund. There is a rumour going around that Mr. 
Vaughan, when he retired, received a superannuation pension. I think it would 
_ be a good thing if the committee could be informed if he did receive a pension 
and how much it was. 

Mr. Gorpon: You are referring to the pension payable to Mr. Vaughan? 

Mr. Frasmr: Yes. 

Mr. Gorpon: Mr. Vaughan received a_ pension payment calculated in 
accordance with the regular rates under the C.N.R. pension plan. 

Mr. Fraser: What was that, have you any idea? 

Mr. Gorpon: Well, I do not think that we give individual pensions. 

Mr. Fraser: The reason I asked, Mr. Chairman, is that. it has been 
rumoured, and stated in the press, that he received $50,000 as a lump sum— 

Mr. Fuuron: In addition to the pension. 3 

Mr. Fraser: I do not think that the rumour should be passed on; it should 
be spiked right here. : 

Mr. Murcu: It has not been the practice, even from the beginning when 
the railroad was operated as a department of the government, nor when it 
became operated as a government owned but independently managed company, 
to disclose the wages paid to management. It is generally known that remuner- 
ation in the higher brackets is, in many instances, substantially lower than 
that paid by other railways. At the operating level, however, the men do share 
the same wages. If it is said that the pension was paid on the usual rates 
applicable under the pension fund, then by a little arithmetic it could be 
discovered what the payment was. Under the circumstances, unless there is a 
change of policy on this matter of disclosing salaries, and so on, I doubt if the 
information should be given. 

Mr. Fraser: This is not salaries, this is pensions. 

Mr. Mutcu: I know. 


Mr. Gorvon: With respect to the Canadian National pension plan, that is a 
matter of public information. The pension which would apply to Mr. Vaughan, 
by and large, is calculated on the basis of his own contribution to the pension 
fund plus the regular additional accruage by the company on the same basis 
as to every one of its officers. That is to say, Mr. Vaughan contributed to the 
pension fund the amount which he is entitled to contribute under the rules of 
the plan and the company made its contribution up to a maximum of 5 per cent; . 
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and then the total amount of money thereby made available at the end of his 
services will produce for him a pension, which is really an annuity, based on the 
various options which are available to him under that plan. 

Mr. Fuuton: According to rumours, many of which I have heard, I have 
every reason to believe that Mr. Vaughan received in additon a lump sum 
payment in addition to his pension. : 

Mr. Gorpvon: I ws referring to his pension; Mr. Fraser was asking about 
his pension. { 

Mr. Futron: I was going to ask whether that lump sum payment was 
included in his pension. I do not see it in this statement here. It looks to me, 
if that is charged up to pensions, that that would be a considerable reason why, 
I think, in fairness to the men concerned, either Mr. Gordon or the minister 
himself, probably, should answer the question as to whether there was a lump sum 
payment, as Mr. Fraser mentioned, in addition to pension. 

The CuHarrMAN: I am quite sure that these rumours that members have 
been good enough to bring to the attention of the committee are now pretty fully 
known, and fully brought to the attention—I may say quite adequately— 
of the president of the C.N.R. and of the minister; and I would suggest that it 
is their responsiblity from now on as to whether they think they should make a 
statement in regard to them. I do not think it is our business. 

Mr. Murcu: If it was a lump sum payment then I do not think it would 
be a charge against the pension fund. 

Mr. Gorpvon: May I say one thing at once, and that is that there is no 
charge against the pension fund of any character which is not fully justified under 
the rules of the fund. 

Mr. Futton: Perhaps the minister would like to make a statement on 
the matter. 

Hon. Mr. Cuevrrer: I will make this comment, that that or a similar 
question was asked in the House and the reply was made then that the manage- 
ment of the Canadian National Railways always took tthe stand that it was 
not in the public interest to release information pertaining to salaries or remunera- 
tion paid to its officers. Then I would like to bring to the attention of the 
committee a decision of this committee which was made in 1931. At that time 
there was a discussion of these very matters, salaries and wages and other 
additional payments, and the Committee on Railways and Shipping estab- 
lished a sub-committee to deal with the whole matter, and the sub-committee 
went into it and reported as follows: (Page 303 of the minutes of proceedings 
and evidence of the Select Standing Committee on Railways and Shipping, 
1931)—Honourable James Dew Chaplin, was the chairman of that committee; 
and I quote: 

Certain questions relating to the salaries and emoluments paid to 
executive officers of the company were asked by members of the com- 
mittee, and were by resolution of the committee submitted to a sub- 
committee for consideration. The report of the sub-committee has been 
received accompanied by a statement from the president of all salaries of 
$15,000 per annum and over, together with the means of the officials 
receiving them. The president, Sir Henry Thornton has expressed the 
opinion that it is not in the best interests of the railway that the list of 
such salaries and the names of the recipients be published. 


Your Committee while of opinion that many of the salaries are much too 
generous, and in some instances excessive, accede to the expressed wish of the 
president that the list be not published for the reasons given by him. 
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And in addition I draw to the attention of the committee the last paragraph: 

Your committee are glad to record that all the members present as 
hereinafter stated are unanimous in the foregoing report, namely:— 
Hon. R. J. Manion, Minister of Railways, Canals and en Lines, 
Hon. J. D. Chaplin, Chairman, 
Hon. Robert Rogers, 
Hon. W. D. Euler; 
and there follows a list of the names of the members of that committee. 

This was a decision taken by the committee when a government other than 
the present government was in power. This is a decision that has always been 
followed in this committee, certainly since I have been a member of it; and, 
in view of the statement already made in answer to question 3 I would ‘think 
that the information should not be given. 

Mr. Futton: Does the minister then take the position that the rule covers, 
as I understand it, salaries and emoluments to officers? 

Hon. Mr. CuHevrier: That is right. | 

Mr. Futton: And that it also covers payments on retirement, after a man 
is retired from office? . 

Hon. Mr. Cuerveier: I would think so. 

Mr. Fraser: It did not say that. 

Hon. Mr. Curvrter: No, it does not say that, but it is clear that such: was 
the intention, and that certainly is the way that I would interpret it; because, as 
has already been said by Mr. Mutch a moment ago, if it is the amount of the 
pension that is required that can easily be obtained. 3 

Mr. Morr: It does mention bonuses and royalties. 

Mr. Fraser: It applies only to those who were in office at that time; it does 
not say anything about anyone who is retired. 

Mr. Gruuis: I am not going to argue whether Mr. Vaughan’s pension should 
be disclosed or not, but I certainly do not agree with the reasons given ‘by the 
minister. 

Mr. Futon: If it is a matter of pension. 

Mr. Gitiis: That particular government was defeated and did not come back 
again to the House, yet we use that as a precedent. 

The Cuairman: You think that throws a doubt on the report of the 
committee? 

Hon. Mr. Cuevrier: The answer to that is that that particular government 
also passed legislation in the House which is still in effect under which this 
parliament operates now. Until it is repealed it is still considered as a rule by 
which we are guided. 

Mr. Giuuis: I still do not think it is a good argument. 

Mr. Fraser: I never asked for salaries, but I would like to know if some- 
thing extra was given at the time of Mr. Vaughan’s retirement. 

The CuatrmMan: Your request has been quite fully made and dealt with. 

Mr. Fraser: I do not think that the minister’s argument is sound; I do not 
think it covers the case at all. I think the committee should have that infor- 
mation. 

The CuHatrMAN: I am open for a motion, if you want to make one, but I 
do think the principle involved there is obvious and has been dealt with very 
carefully; and it was dealt with by the unanimous report of a special committee, 
unanimously supported by all parties in the House. 
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Mr. Povunior: Mr. Chairman, may I give you my views on this matter? One 
thing is clearly apparent, that the precedent was established under a Conser- 
vative government, and whether it was good or otherwise, it was passed by | 
that committee and it is a precedent. I do not want to know how much was 
paid to Mr. Vaughan so long as he has gone out. 

Mr. Mutcu: Next order of business: ; 

Mr. Hatriztp: As I said earlier before this committee, I think this is a | 
matter which should be cleared up. It is rumoured that he received a lump sum 
payment of $50,000; and you know what rumours are like, it will very shortly 
be increased to $100,000 if it is not cleared up. That is the question before us. 

The CuHarrMAN: I feel it is now in the lap of the minister and the president 
of the road. I do not think this committee has anything further to do with it. 

Mr. Fraser: All right, it is still the same question; if a lump sum has been 
~ paid out to Mr. Vaughan, andi that is the rumour that has ‘been going about, I 
think it will be a good thing to have it cleared up. 

Mr. Gorpon: Perhaps I might make a statement, Mr. Chairman. I am in 
complete agreement that the amount of any retiring allowance which may be 
paid to a retirig president should not become a matter which is divulged, for 
reasons already stated. It is perfectly right and a perfectly normal thing to 
make a retiring allowance payment to a retiring president. It has been done 
in every other case of a retiring president, to my knowledge, and it has never 
been considered a question for comment. Now, in respect to the actual technique 
of the payments, if there were a payment made, it would not be in the accounts 
for 1949, it would be in the accounts for 1950 by reason of the fact that Mr. 
Vaughan retired at midnight on December 31, 1949; so that being made in 
January any payment to him would actually come in the 1950 accounts, which 
are not before the committee in the sense of an expenditure at this time. 

_ Mr. Fuuron: That is why I raised the point, it did not appear in the oe 
so far as I could see. 


Mr. Gorpvon: It would be in the budget for 1950, yes. 


Mr. Fu.ron: I understand that on his retirement a very substantial payment 
was made to the late Sir Henry peoreeny 


Mr. Gorpon: Yes. 


Mr. Fuuron: And that he had a contract with the railway, and in order to 
vary the terms of that contract, or to break the contract if you like, this payment 
was justified. 

Mr. Gorpon: Well, there has been a lot said on that. I do not think we can 
decide here whether there was any particular significance attaching to the pay- 
ment made to Sir Henry Thornton. All we know is that he was paid a retiring 
allowance; and the same is true of Mr. Hungerford; and the same is true of J nuee 
Fullerton; a retiring allowance was paid to each retiring president. 


Mr. Fuuton: Was that in addition to the pension? 


Mr. Gorpon: Yes, a retiring allowance quite apart from any pension rights 
which they might have accumulated. It is actually the normal thing that they 
should be granted such an allowance. 


~The CuarrMan: And not paid out of the pension fund? 


Mr. Gorpon: Not paid out of the pension fund in any way shape or form, 
nor does it affect in any way any payment which might be made to aes Ge: 
by reason of the rights accumulated by them under the pension plan. It is 
complete and distinct matter. 


Mr. Fraser: That comes out of the operating funds for 1950? 


Mr. Gorvon: That is right; it would come out of the operating expenses. 
It would not come out of the pension fund in any way shape or form. 
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The CuairMANn: I think that clears that up. 

Mr. Futon: I have some other questions on this... 

The CHairMAN: Order, please. 

Mr. Fuuton: I see you have a total payroll of $311 million anticipated in 
1950, I wonder if Mr. Cooper could tell me, with respect to the increases for the 
current year, how much of that is due to increased wages, and if the increase in 
rates will be sufficient to take care of it. 

Mr. Gorpon: I am sorry, Mr. Fulton, I was just having a talk with the 
minister; would you mind letting me have that question again, please? ) 

Mr. Fuutron: Yes. My third question to Mr. Cooper is: have the freight - 
rate increases made to date since 1939 been sufficient to meet the wage increases 
‘since 1939? 

Mr. Coorrr: No. I do not think that you could tie the freight rate increases 
specifically to the increases in wage rates. The freight rate increases would be 
related more to increases in both wages and material costs. : 

Hon. Mr. Cueverer: May I be allowed, Mr. Chairman, in case there might 
be some misunderstanding of what I said a moment ago in connection with a 
question asked by Mr. Fulton concerning a lump sum payment to Mr. Vaughan, 
to make my position quite clear, and to indicate that if it is the wish and the . 
desire of the committee that the information be given, I am in the hands of the 
committee. I have stated that it is the view of the officials of the Canadian 
National Railways that the information be not given, and I would, of course, 
support that view. But I would not for a moment want anyone to think that 
the committee is not the master of its own proceedings. If the committee should 
require to decide by a division, then I would not vote on it. But I want to make 
it quite clear that I, as minister, am not withholding any information from this 
committeee or from the House. 

If the press reports that such is the case, I would naturally have to 
deny it. And I am now stating that if it is the wish of the committee, then 
I am in the hands of the committee. But I point to the decision of a previous 
committee and to the attitude of the Canadian National Railways as to the 
policy that has been followed generally on matters concerning salaries, 
emoluments, bonuses, allowances and the like to officers of the Canadian National 
Railways. 

The CuarrMaNn: Thank you. | 

Mr. Gruuts: I think in this particular case it would be advisable to tell the 
committee exactly what happened in Mr. Vaughan’s case. I have heard it 
rumoured that Mr. Vaughan was paid a large lump sum to retire because of 
difficulties on the road, and that kind of thing. 3 

Mr. Gorpon: I think that should be denied at once. With respect, I feel 
that should be denied at once. | 

Mr. Gruuis: Well, that is exactly the thing we want to clear up. 

The CHarrMANn: If I may interrupt, I am sure that it is not the desire 
of any member of this committee to add to groundless rumours or to inflame 
public opinion on questions of this kind. I think that any further discussion 
would not get us anywhere. But if any member wants to make a motion, for 
example, that we set up a special committee to go into the matter, then very well. 

Mr. Gituis: My point is that I think we should clear it up here instead 
of leaving it hanging in the air. 

Mr. Gorvon: May I say this: I am very conscious of my responsibility 
in connection with the matter, and I do not want the committee to feel that 
there is any concealment. I do not want to leave the impression that there is 
anything improper in regard to this matter. Therefore, I say that there was 


i 


RAILWAYS AND SHIPPING 229 


a retirement allowance paid to my predecessor, and that retirement allowance, 
in my opinion, was a perfectly normal and natural one, and that there was 
nothing unusual either in regard to the method of payment or in regard to the 
amount. And having said that, I also express the view that, in accordance with 
what the minister stated, the amount should not be a matter which should be 
divulged any more than salaries or other payments should be divulged. 

The retiring allowance was granted in recognition of the outstanding services 
which Mr. Vaughan gave to this railway as president with fifty-one years of 
service. And I would say as well that there was ample precedent for the action 
taken by the board of directors in authorizing such a payment, since it was 
done in the case of each retiring president of this system in the past. 

Mr. Fuuron: As far as I am concerned, I am very happy with Mr. Gordon’s 
statement because it clears up a point which particularly interested me, namely, 
whether it would be a charge against the pension fund. He has said that it 
would not. be. 

As to Mr. Vaughan’s service, I think we, as members of the committee 
should go on record. I understand that Mr. Vaughan was actually given a year’s 
extension; that the government requested him to serve an extra year: therefore 
there can be no question that his retirement was at the request of the government. 

For my own part, the question of the pension fund has been cleared up. 
And I think, as to the amount of payment, while I would not care to say that I 
feel bound by that previous ruling, yet, under the circumstances stated by Mr. 
Gordon, I would not press for disclosure of that amount. The other question 
was as to the pension fund. 


Mr. Guus: Personally, I never had any doubts concerning the matter 
except the doubts which might have been created here. I am satisfied that 
Mr. Vaughan was retired in a normal way and, as in the case of every other 
_ president, that he was paid a lump sum, following established precedent. 

Mr. Pouuior: I am perfectly satisfied with what the minister has Just said. 
He put the matter in the hands of the committee and the committee has heard 
what Mr. Gordon has said about it, and I think it has been done in the 
regular way. — 

- Mr. Fraser: I said before that I thought Mr. Vaughan quite deserved any- 
thing he got; but coming out of that, now that we know that Mr. Vaughan did 
get something, may I ask a question? Do the directors also get a retiring 
allowance? | 

Mr. Gorpon: It has not ‘been the custom, to my knowledge; although 
I think there was one exception. When the board of trustees was broken up, 
a small payment was made to one of the directors, a very small sum. It was a 
special matter. But since the formation of a board of directors as distinct from 
trustees, as far as my recollection goes—yes, I would go so far as to say 
definitely there has been no payment of any character to a director apart from 
his regular director’s fees. 

Mr. Fraser: And none to top officials of the Canadian National Railways? 

~ Mr. Gorpon: That is correct. | 

The CHAIRMAN: Would you proceed now, Mr. Fulton? 

Mr. Harrietp: How many directors are appointed on the recommendation 
of the government? , 


Mr. Gorpvon: All of them. 

Mr. Hartrietp: And how many of those directors are active? 
Mr. Gorpon: All of them. 

Mr. Hatrietp: How often do they meet? 
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Mr. Gorpon: Once a month with practically full attendance at each meeting. 

There are exceptions of course. There are occasional absences, but the record 
of attendance of the Board of Directors of the Canadian National Railways is 
very good indeed. 

Mr. Harrietp: What advantage is there in your board of directors meeting 
every month? ! 

Mr. Gorpon: We have formal meetings once a month. But the board of 
directors are consulted on matters of policy constantly. I mean they are 
constantly at my call and I can talk to them by telephone. Occasionally I call 
two or three of them together as a sort of executive committee. We hold formal 
board of directors meetings once a month to look after legal details and so on. 
But in addition to that, the Board of Directors are constantly available to me 
for their advice and judgment in matters of policy. . 

The Cuatrman: Now, Mr. Fulton? 

Mr. Futron: My question has to do with additions to payroll by virtue of 
increased freight rate increases, as to personnel and whether the increase in 
freight rates has covered those increases in wages? 

Mr. Cooprr: In 1949 our total payroll was $311,041,852—In 1939, it was 
$122,354,101—So there is an increase in 1949 over 1939 of $188,687,751—Of 
that increase $113,304,000 was due to increased wage rates. The percentage 
of increase was 68:3,—which leaves $75,383,751—due to additional business. 

Mr. Futon: Thank you, Mr. Cooper. 

Mr. Coorrr: Does that answer your question, Mr. Fulton? 


Mr. Fuuron: Does that mean an increase in the number of personnel? 
Mr. Cooprr: Yes. 

Mr. Fuuron: Necessarily involved? 

Mr. Cooper: Yes. 

Mr. Fuuron: Would you be able to answer the other part of the question? 
_ Mr. Coorrr: Not if you relate the increase in freight rates solely to the 
increase in wage rates. 

Mr. Fuuron: No, I would not attempt to do that. I wondered if the total 
amount is available? | 
Mr. Cooper: Yes, I can do that. 

I gave you the figure of $113,304,000 for increases due to changes in the 
wage rates. The increases in material prices, or as a result of changes in 
material prices, is $67,222,000; which, percentagewise is 82-4 per cent: There- 
fore our total increased cost of operation, due to the change in price levels, 
1949 over 1939, was $180,526,000. The increase in revenues which we received 
in 1949 over and above the rates in effect in 1939, was $101,107,200. So that, 
as a result of the change in price levels, the net operating revenue of the Cana- 
dian National Railways in 1949 compared to that of 1939 was adversely affected 
to the extent of $79 million. Ne 

Mr. Furton: Thank you, Mr. Cooper. That brings me to the next question 
which I was going to ask of Mr. Gordon. 

Mr. Gorpon: I beg your pardon? 


Mr. Fuuron: Perhaps I could summarize it. Mr. Cooper said that the 
increase in price levels which affected both materials and wages has exceeded 
the increase in revenue which you received from increased freight rates by the 
amount of $79 million. And my next question is directed to you, Mr. Gordon. 
It arises necessarily. Do you consider the present freight rates adequate from 
the point of view of the Canadian National Railways, that is, in the light of 
all the increases to date? 
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Mr. Gorvon: It seems to me that the figures speak for themselves. 

You have heard from Mr. Cooper as to the percentage rise in cost of labour 
and material and so on. Now, the effect of the increases in freight rates which 
have takean place in the same period I think is something in the order of 
33 per cent, although I am speaking from memory. That 33 per cent compares 
with a rise of I think about 57 per cent in the case of United States railways. 
And if we should have anything commensurate with that rise, we would: still 
be far short of the actual increase in the cost of labour and materials. 

The freight rates are not sufficiently high, but I do not think we have 
necessarily to follow the full rise in labour and materials. 

Mr. Fuuron: Do you consider that you are approaching the point where 
a further increase would be followed by such a shrinkage in volume of traffic 
that it would, in fact, decrease your total revenue? | 

Mr. Gorvon: That is a question which has given me a great deal of concern. 
It gets to the question of the law of diminishing returns. I can answer it this 
way: I do not believe we have reached that point yet. I believe that it is 
possible to reach that point, and it becomes a matter of very fine judgment to 
know when we are about to reach it. 

It will vary in respect to different types of traffic, and it would depend on 
the type of competition which springs up as a result. of increasing rates. So 
it becomes a very delicate matter of judgment indeed, and it is something which 
is giving the management of both railways very anxious thought. 

Mr. Fuuton: Would it be fair to say that you do not foresee any great - 
increase in revenue or decrease in your deficits from a further increase in freight 
rates? 

Mr. Gorpon: I think we have already pointed out that this year, in the 
budget, we have substantially cut down our deficit by these increased earnings 
arising out of the increased freight rates. 

Mr. Fuuron: But we would still have deficits in future years? 

Mr. Gorpon: I say that I do not think that we have exhausted the pos- 
sibility of additional revenue through increased freight rates if we were accorded 
the right to charge increased freight rates. It is true that our problem is not 
confined only to freight rates, our problem is also dealing with the burden of 
fixed charges as it affects our deficit. It is a two-pronged affair. 


Mr. Fuutron: Coming to a more specific question, again dealing with the 
deficit, you told us earlier that the acquisition of the Newfoundland railway as 
at present constituted would involve the assumption of an annual deficit on 
that operation. Has the railway given thought to encouraging increased indus- 
trialization of that province by any preferential rate structure so as to increase 
their development? — | 

Mr. Gorvon: I think I gave an answer to a general question of that kind 
by Mr. Carter the other day to the effect that our research and developments 
branch is actively watching and examining potential developments in New- 
foundland as in other provinces. We would, of course, include in any such 
considerations the possibility of getting a new development started by helping 
‘n the matter of rates, but that would be a general question to be considered 
on its merits when we have specific proposals come before us; but I would say — 
this that we do not have in mind any discriminatory action in respect to 
Newfoundland. 
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Mr. Fuuron: But you are free at the moment to make rate variations in 


Newfoundland? 

Mr. Gorpon: We are free to make rate variations, as I understand it, 
anywhere. The rates set by the Board of Transport Commissioners are ceiling 
rates—perhaps I should not use that word “ceiling” now—they are maximum 
rates which we might charge. | 

Mr. Hatrietp: Another question, Mr. Chairman. What is your New York 
office doing? What is their function? . 

-Mr. Gorpon: They are constantly in touch with people who are interested 
in travel and so forth. 


Mr. Hatrrerp: What is the cost of maintenance of that office in New York? 

Mr. Gorpvon: We do not break down our individual offices. We could get 
an estimate for you, but we have not got it here. 

Mr. Hatrietp: How many freight solicitors have you? 

Mr. Gorpon: It is not a very large office from the point of personnel. 
We have one’ in Washington too and we have a number in the United States. 
Mr. Harrieyp: Have you fewer freight solicitors now than you did have 
previously? 
Mr. Gorvon: In the back of the report you will read the following: 
_ the Canadian National maintains offices in the United States, Europe, Australia 
_ and New Zealand, to render helpful service and give information in connection 
with the traffic and other interests of the company and of Canada generally. 
The principal offices of this kind you will find in the back of the report. 

Mr. Hatristp: What about your freight solicitors in Canada? 

Mr. Gorpon: Well, what about them? 

Mr. Hatrietp: We used to see one once in a while. 

Mr. Gorpon: Well, I will undertake to have one call on you tomorrow 
morning if that is an invitation. . 

Mr. Hatrietp: What is the use with no cars? 


Mr. Gorpon: Well, he might take a car under his arm if that will get 
some traffic. 

Mr. Hatrietp: We see a lot of American faces but we do not see the 
Canadian Pacific or Canadian National any more. 


Mr. Gorpon: You do not? Over what period? 


Mr. Hatrietp: Sometimes we have as many as seven American feight 
solicitors in our office at the one time. | 


Mr. Cuairman: Any further questions? 


Mr. Futron: Without going into the details of your statement to the royal 
commission, Mr. Gordon, do you consider if your recommendations as made 
were carried out that they by themselves, apart from freight rate increases, 
would be sufficient to remove from the backs of the railway and taxpayers of 
Canada this constantly recurring annual deficit? 


Mr. Gorpon: Not necessarily. I was very careful to qualify that my 
statement was based on an assumption that the present. serious imbalance 
between freight rates and steadily rising costs is to be removed in some way. 
The two things should go together; reasonable freight rates and an adjustment 
of our fixed charges, before I could say to you with confidence that there is a 
chance of putting C.N.R, operation on a reasonably profitable basis. 
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Mr. Fuuton: But aout both of them, there is no chance of doing that? 

Mr. Gorpon: The adjustment in regard to fixed charges will be a tremendous 
step forward. I do not say the two things must join together; I would accept 
with great satisfaction the adjustment of fixed charges as a great forward step 
in regard to the burden to management of this railway. 

Mr. McLure: Mr. Chairman, I was going to ask one question more. 

The CHaAtRMAN: These ‘‘one” questions! 

Mr. McLurse: This is a very short one. I did not get in when the committee 
was talking about the retirement of Mr. Vaughan. 

The CuatrMAN: We are not going to open that up again. 

Mr. McLure: I am not going to ask that. It is a personal question. We 
are all receiving letters with regard to the emolument given to Mr. Vaughan 
_ on his retirement. I received one before coming in here today and I would 
like to know how to answer it. I am going to answer the letter, which is from 
a newspaper down there wanting to know for a fact if he had $50,000 given to 
him besides his regular retirement pension. Now, after listening to the pros 
and cons here, I can answer safely by saying this: ‘neither the government 
minister of Pays nor the president of the Canadian National Railways has 
denied or acknowledged that this report is true.” I think that should be 
satisfactory. 

Mr. Gorvon: That is definitely not what was said. What I did say was 
that there was a retiring allowance granted, but we did not believe it was in 
the interest of the railway, in accordance with the past procedure followed by 
this committee, that any information in connection with salary or other forms 
of remuneration to officers should be given through this committee. 

The CHAIRMAN: The annual report of the Canadian National (West Indies) 
Steamships, Limited. The report is a very short one. Shall the chairman read 
it before we adjourn for lunch. 

Mr. Futon: I suggest it be read, Mr. Chairman. 

Mr. Gorpon: 

Montreat, Marcu 10, 1950. 


Tue HonovurssLe Lions, CHervriser, K.C., M.P. 
Minister of Transport, 
Ottawa. 
Sir: 
The following report is submitted of the operations of the Canadian 
National (West Indies) Steamships, Limited, for the calendar year 1949. 


The operating results for the year compare with those of ne previous 
year as follows:— 


1949 1948 Decrease 
Operating revenues ........ $6,595,007 $7,964,719 $1,369,712 17-20% 
Operating expenses ..-..... 6,582,608 7,320,614 738,006 10°08% 
Operating  profitt. oF. fuses $ 12,399 $ 644,105 $ 361,706 


Freight traffic contributed $5,172,073 in revenue which was a decrease 
of $1,374,697 or 21%. ‘This decrease reflects the effect of. trade restric- 
tions as compared to 1948, resulting from dollar shortages. Exports 
from Canada decreased by 34,362 tons or 23% and imports to Canada 
by 42,693 tons or 16°5%. 
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The number of completed voyages was 65, as was the case in 1948. 
Operating expenses, although mainly controlled by the number of 
voyages rather than by the tonnage of the cargoes, reflected a decrease of 


$738,006 or 10-08%. 


Operating profit for the year was $12,399, a decrease of $631,706 from 
the previous year. After payment of interest on bonds and government 
advances there was a deficit of $460,497, which is payable by the Govern- 
ment and is so recorded on the Balance Sheet. The full income statement 


is shown on Page 8. 


There was no change in the fleet during the year, which at present 


comprises the following vessels: 


Gross 

Tonnage: 

Tady » INeleomg 505 aii Maes Freight and Passenger ......... Sah seo0 
STady Rodney’ is 2) 5 sos seeisleieels Freight and Passenger ......... 8,252 
“Canadian Challenger”....... Diesel powered and refrigerated 6,745 
“Canadian Constructor”...... Diesel powered and refrigerated 6,745 
“Canadian Cruiser” .....\.... Diesel powered and refrigerated’ 6,745 
“Canadian Conqueror”....... Non-refrigerated. ...........025- 2,930: 
“Canadian Highlander”’...... Non-refrigenated .........6..5.. 2,966 
“Canadian Leader’.......... Non-relrigerated 2.5; 2.4% dete e's 8 2,930 
“Canadian Olbserver”........ Non-refrigerated ............05. 2,967 
SCanadian \ Victor’ iia <(sieeeais a Non-refrigerated .............5. 2,963 
51,073 


Dead- 
weight 
Tonnage 
6,410 
4,665 
7,460 
7,460 
7,460 
4,532 
4,532 
£532 * 
4.532 
4.532 


56,115 


The balance in the Vessel Replacement Fund at the year-end was 


$3,941,939 and the Self Insurance Fund totalled $2,048,545. 


The Directors again record their appreciation of the loyal and efficient 


services rendered the Company by officers and employees. 
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CONSOLIDATED INCOME ACCOUNT 


OPERATING REVENUES: ; a 
1949 1948 


Bei SIE eke ah coe eR oat ee oe $5,172,073.30  $6,546,770.68 
PPOSSONRED VMs t,o aie,.¥ che Te eae Cle ah alae ae mee ets 904,215.69 962,886.88 
Mascellaneotige. cite Were do ake als chau so leheee 55,760.33 66,374.11 
SUE LUICR fests tne nee ee EAR es te eae este 99,223.75: 122,610.00 
har EeE GSR ETA me eg en chil See Nie 363,734.43 266,078.15 
Papal obi. tis ane ae rev ecat a: cee Nit $6,595,007.50  $7,964,719.82 
OPERATING EXPENSES: 
Wiovage, Accounts ofa ec ae eene « MoM UAMe $5,763,667.38 $6,524,876.10 
HUA yD SOx PeONSES/ a he Mr Moni ae oe ralc ow eatn swale Ok 34,834.01 _- 
Mepreciation: On V esseleun A. Miss token ee eee 492,222.15 492,222.15 
Management and Office Expenses.............. 229,950.04 229,291.04 
PCTESIG TOK Kh sie ee LN vs em I OO Sh ns at oN ae 6,272.47 31,792.43 
Olen NXP SOG alates tite, FEROS Clee ca eee 55,662.51 42,432.57 
ODA occa eRe iets WaT a IES @ alg aaa arenes ame Pa $6,582 ,608.56 $7,320,614.29 
Operating Profit ..... Sihce Uae enn Sele, te Re aed $ 12,398.94 $ 644,105.53 
Vessel Replacement Fund Earnings............ $ 104,513.87 $ 85,733.06 
Interest on Bonds held by Public.............. 470,000.00 470,000.00 
Pxchanceon US. Pundsiria 4 cn sea 16,450.00 — 
Interest.on Government Advances.............. 90,960.46 93,794.16 * 
Depeit or i SULPINS te os tee ee se $ 460,497.65 $ 166,044.48 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
AT 3lst. DECHMBER, 1949 


Balance.at 3lst. December, 1949—Deficit....... 0.000000 been $2,880,324.78 
Appropriation for additional depreciation...............0.00+ 738,180.96 


Balance at 31st. December, 1949—Deficit...........0.00000ee $3,618,505.74 


e 


There is attached a consolidated balance sheet and a consolidated income 
account. 

The Cuarrman: Thank you, Mr. Gordon. Shall we adjourn until 
4:00 o'clock? 

_ Mr. Gorpon: May I just ask the indulgence of the chairman and the com- 
mittee if I am a few minutes late when the committee resumes at 4:00 o’clock? 
I feel that I should be in attendance at the station at 3:45 this afternoon when 
the remains of the late ambassador of the United States to Canada leave Ottawa ~ 
on our railway for the United States. The other officers in our group will be 
present with you promptly at 4:00 o’clock and I hope also to be here by 
that time. ) 

The committee adjourned until 4:00 o’clock p.m. 


AFTERNOON SESSION 
| March 30, 1950. 
—The committee resumed at 4:00 p.m. 
The Cuarrman: Gentlemen, we have a quorum. Mr. Gordon is ready to 
table the last answer in connection with the Canadian National Railways report. 
Mr. Gorpon: Mr. Chairman, this is a summary of land exchanges with the 


city of Montreal. I promised to bring it here this afternoon. Would it be in 
order just to table the report? 


Agreed. 
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The CuHarrman: With regard to the Canadian National (West Indies) 
Steamships Limited, I have been wondering whether it might not be more satis- 
factory to the committee, if instead of considering the report clause by clause 
we were to move right into the balance sheet. I have many times asked members 
to postpone their questions when we were dealing with the reports but as I did 
so I felt there was a certain disappointment and I think we might just as well 
go into the budget items. : 

Mr. Futon: Would you like this other outstanding matter settled? 

The CHarrMAN: Oh, yes. 

Mr. Fuuron: Mr. Chairman, if I have the consent of the committee, I will 
refer to the question set over this morning. I have very carefully read Mr. 
Gordon’s statement—he was kind enough to let us have copies. While he does 
not specify the exact principle which he considers to be involved, I would say 
from our discussions, that there is no disagreement between us on the fundamental 
but there does appear to be disagreement on the application of the principle. 

I cannot agree that the the application of any principle yet referred to in 
this committee would prevent the granting of the information requested. From 
the paragraph numbered 1 in Mr. Gordon’s statement, it appears that the 
contract between the railway and the oil company is now concluded—the initial 
contract 1s now concluded and the rental and royalty rates subsequently to be 
charged are covered. I refer particularly to the sentence: “Still further if oil 
is found then the C.N.R. agrees to grant petroleum and natural gas leases on such 
lands as the oil company shall designate from time to time, such oil and gas 
leases are to be on a standard form approved by the province and for a stipu- 
lated rental per acre, plus an agreed royalty on current market, value.” 

I would emphasize the words “the C.N.R. agrees to grant—” and my 
reading, and the logic of the situation, would surely indicate that the rental 
and the rate of royalty must be provided for in the original contract. 

With reference to the point made in paragraph numbered 2, I cannot concede 
it is a valid ground for refusal of the information. It is indicated that the 
Saskatchewan government has general supervision over contracts for explora- 
tion and development of oil resources; so does the Alberta government in that 
province. Again I come to the point that the Alberta government publishes 
details of auction and other arrangements: for oil rights; and apparently there 
is no fatal objection on the part of the oil companies—at any rate they continue 
to bid and pay handsomely for oil rights in Alberta. 

Finally, this is public property. The disposition is a matter of publie 
interest. It has, or may have a very important bearing on the present and 
future deficit position of the C.N.R. whose budget we are considering. I feel 
that the public which provides for those deficits, and members of parliament 
who vote the money, are fully entitled to the information requested. 

I therefore, with the great respect for Mr. Gordon’s position, feel that if 
it comes to an issue I must formally move that the committee request that the 
information be given. If it comes to a vote may I make a suggestion which I 
think will facilitate matters. I suggest that you call the various points on which 
information is requested separately. I understand that Mr. Gordon is willing to 
give the information called for in question number 1. I suggest that with respect _ 
to the others we vote only once and the remainder we will allow to be decided 
upon division. 

The CHarrMAN: Have you a motion ready? 


Mr. Hunton: I would simply move, Mr. Chairman, that the president of 
the C.N.R. be required to furnish the information asked for in my letter to you 
dated March 29th, 1950. : 
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_ The Cratrman: Mr. Gordon has already indicated to the committee that 
he is prepared to give the answer to the first paragraph of Mr. Fulton’s letter 
which reads as follows: : 

“The name of the company, companies or persons with whom the 
rental and royalty arrangements have been made, and the acreage under 
contract with each.” | 


Mr. Gorvon: The company is the Imperial Oil Company Limited and the 
acreage under contract totals 3,146,249 acres. 
Mr. Fuuton: There is just one company involved? 
Mr. Gorpon: Just the one company. 
_ +The CHAIRMAN: Perhaps Mr. Fulton would then be good enough to state 
his motion with respect to the remainder of these matters mentioned in the letter. 
Mr. Fuuron: Mr. Chairman, I would move that the president of the C.N.R. 
be required to furnish to the committee information regarding the mineral rights 
referred to in the annual report under consideration, andi to give the following 


. particulars: 


The annual or other periodic rental— 

Hon. Mr. Curverer: No, read out the first one. 

Mr. Furron: Mr. Gordon has given that information. 

Hon. Mr. Cueverer: It does not matter, include that in your resolution. 

Mr. Fuuton: All right. 

“1. The name of the company, companies or persons with whom the rental 
ae ane arrangements have been made, and the acreage under contract with 
each. 

29. The annual or other periodic rental provided for under each contract. 


3. The rate of royalty or other consideration provided for under each 
contract. : 

4. The length of time allowed to each company or person under each contract, 
before active exploration work is to be commenced. 

5. The length of time within which actual development must be undertaken 
after the property has been proved. : 

6. Whether any rights have been sold outright, and the companies or 
persons to whom they were so sold, and the purchase price paid.” 

Mr. Gorvon: Mr. Chairman, I have given the answer to question number 1. 
In respect of each of the other questions — 2, 3, 4, 5 and 6, I repeat my position 
which is that I believe it exposes the private business of the Imperial Oil Company 
Limited in respect of this deal with the CNR. If the position is taken that Tam 


required to furnish the information, it will be to the disadvantage of the C.N.R., 


both in regard to this kind of ‘operation as well as in regard to other types of 


contracts. 


Mr. Futton: May I ask the president if he is making that statement with 
respect to question number 6? > : | 
Hon. Mr. Cunverer: He makes it with respect to all of the questions. 


Mr. Gorpon: Yes. 

Mr. Fuuron: Question number 6 asks whether any rights have been sold 
outright? | 

Mr. Gorpon: I am afraid that I must take the same position because an 


- analysis of question 6 would be revealing the nature of the contract. 


The Cuamrman: Are you ready for the question? 
I declare the motion lost. 


240 | SESSIONAL COM MI THE 
Mr. Fuuton: May we have a polled vote or is there provision for that? _ 
The Cuatrman: There is such a procedure. As the names of the members. 

are called would they please answer “yes” or “no”? There is sometimes confusion 

when “yea” and “nay” are used. 
(See minutes of proceedings.) | iS 


The Cuatrman: The clerk informs me there are five yeas and ten nays: I 
declare the motion lost. 

Now will you turn to page 7 of the mimeographed budget items, operating 
revenues? | 

Mr. Harrrexp: Is that in this report? 

Mr. Gorpon: No, it is in the estimates, the last page. Bani 

Mr. Fraser: While we are waiting for Mr. Hatfield may I ask whether the 
shipping regulations which have been drawn up by the minister’s department 
are going to be carried out by the Canadian National West Indies Steamships? 
The minister said that shipping regulations applied to ships registered in Canada, 
and I wanted to know whether the Canadian National is going to be in a position . 
to carry out those regulations. 

Hon. Mr. Cuevrier: I did not say that. . 

The Cuarrman: The minister referred to certain recommendations made 
by the royal commission. ; 5 

~Hon. Mr. Cueverer: I think I indicated the contrary; that consideration 

was at the present time being given by the operators on the east coast, on the 
west coast and on the Great Lakes as to how far they could go to meet the 
regulations that were being proposed which would meet the recommendations 
of the Kellock Commission. 

Mr. Fraser: Yes, but I would like.to know how far the Canadian National 
Steamships are prepared to go in that direction? | 

Hon. Mr. Curvrter: I do not know. I cannot answer that until the Cana- — 
dian National have completed their consideration of our proposal. . 

Mr. Fraser: Well, haven’t they done that? 

Hon. Mr. Cuevrter: No, they are doing that now. I have just been informed 
that it would not affect the Canadian National West Indies Steamships because 
they operate outside of Canada; that is not a coastal movement, that is a move- 
ment to the British colonies and other dependancies in the West Indies. 

_ The Cuairman: Operating revenues. | 
Mr. Harrierp: How many ships are now operating to the West Indies? 
Mr. Gorpvon: I believe they are listed in a table on page 5 of the report, 

just above my signature. 

Mr. Hatrretp: Are you operating the full number of steamships which 
were called for under the terms of the treaty? 

Hon. Mr. Cuervrier: My understanding is, no; that in fact quite a number 
have been dropped from the service; first, because of the fact that the agreement 
which was entered into. by some of the colonies in so far as subsidies are 
concerned were not implemented to the full, and also because of a reduction in 
traffic. 

Mr. Hatrieup: Are there any goods being carried on the southern trip to 
the West Indies, from Canada to the West Indies, to points such as La Guaira, 
and points in Venezuela. I wonder if you could give us the amount carried? 

Mr. Gorpon: I can give you the total movement in 1949, the total business 
for 1949 was 149,900 export tonnage. ~ 

Mr. Harrietp: How much was it the year before, 1948? 
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Mr. Gorpon: 149,342 tons. I have a breakdown of the goods, the cargoes, 
which I can supply if you wish; for 1949, flour, 01,602; fish, 4,241; potatoes, 
3,002; lumber, 3,015; automobiles and trucks, 788; cement, 3 ; liquor, 993; feed, 
hay and straw, 8,200; staves and shooks, 1,406; vegetables, 1,645; canned goods, 
6,323; meats, 3,122; butter, cheese and provisions, 1,546; rubber goods, 204; 
cereals, 2,877; paper, 2,040; livestock, 10; general, 23,463. 

Mr. Knicur: And the number of ships being operated in the service you 
said was how many? ’ 

The CHarrMan: Ten. 

Mr. Knicur: Did you say they were being run under your signature? 

Mr. Gorpon: No, I said that they would be found on page 5, just above 
my signature on the report. 

Mr. Harrietp: There are ten operating, yes; have any ships gone down 
there this last month? 

Mr. Gorpon: Pardon me? 

Mr. Hatrrevp: I asked you if there had been any go down there within the 
last month. : 

Mr. Gorpon: I do not know that I have that here. I have not brought 
with me any records for the 1950 business; we are discussing only the 1949 
report. I have nothing more with me. 

Mr. Hatrretp: I meant the last month of 1949. 

Mr. Gorpon: Yes, the last month of 1949. 

Mr. Harrierp: Is there anything to prevent these ships proceeding? How 
about their taking a cargo of potatoes, say, now? 

Mr. Gorpon: I think if there were enough potatoes to warrant a shipment - 
of potatoes alone we would take them. We are doing our best to operate these 
ships profitably and the management are continually looking for revenue 
producing traffic. , 

Mr. Harrietp: You have lost of lot of revenue on account of the cancellation 
of the treaty, have you not? 

Mr. Gorpon: Yes. | | 

Mr. Harrretp: And under the treaty your ships would go to Trinidad, would 
they not? 

Mr. Gorpon: Personally, I do not know what the treaty covers. Our record 
here shows that we do go to Trinidad. 

Mr. Hatrievp: How far is it from Trinidad to this port of La Guaira, and 
the coastal ports of Venezuela? 

Mr. Gorpon: I haven’t got a map with me here and I do not know. I could 
find that out for you Mr. Hatfield, but I haven’t got it here. . 

Mr. Hatriexp: It is not very far. I brought the question up because as I 
recall that on account of the treaty you were barred from going to any other 
ports in the West Indies. Now, we have lost a lot of business. The treaty has 
expired, and I do not see any reason why shipments going to places such as 
I have mentioned should not. be carried. 

Mr. Gorpon: The only explanation I can give you is that whatever traffic 
is operating cannot be a very profitable traffic or we would be going after it. 
I will take your suggestion under consideration and examine it. 

Mr. Harrietp: I know the Aluminum Company ships take cargo on their 
way south. What is the name of that company that operates them? 

Hon. Mr. Cuevrimr: I think you have in mind the Saguenay Terminals. 

Mr. Hatrietp: Yes, they go down there and take cargoes. 
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Mr. Gorpon: Yes, but they go down there at rates which are non-competitive 
because they are running on the basis of a one-way traffic. 

Hon. Mr. Curvrier: Well, Mr. Hatfield, may I point out to you that in 
1926 the West Indies Trade Agreement of that year was implemented by 
parliament and it contains the contributions that are to be made. . 

Mr. Hatrretp: I know that, but the treaty has now expired. 

Hon. Mr. Cuevrier: It has expired, but it is being carried out in part 
notwithstanding the fact that it has expired because some of the colonies are 
continuing to make subsidy payments. You are asking why we do not go to 
Venezuela and points like La Guaira. I suppose it is a matter for the manage- 
ment as to whether or not it would be good business. It might be good busi- 
ness. It is a matter for them to look into whether it is or not. 

Mr. Harrtetp: Well, I know the Saguenay Terminals ships go down there 
and they take cargo to those ports and I suppose bring bauxite back. 

Hon. Mr. Cuevrter: I think if it could be established to the satisfaction of 
the steamship officials that it is good business they would be glad to look at it, 
because having lost some business in the Caribbean they no doubt will be glad 
to recover it elsewhere. f 

Mr. Harrietp: As a result of the cancellation of that Canada-West Indies 
Treaty you have lost a lot of business. There was a good market in Cuba_but 
Cuba put a duty against us to stop it. We lost a lot of business in Cuba. There 
should be quite a bit of business that could be picked up in and around the 
West Indies and that Venezuelan country there. In. Cuba we used to have a 
market for flour, potatoes and fish, and such a trade is of great advantage to the 
maritime provinces, particularly to Prince Edward Island; but the fact was 
that they lost a lot of that business when this treaty went into effect. They used 
to give a preference to this country on sugar cane and raw sugar coming from 
the West Indies, and the minute that was done Cuba put a duty against all 
Canadian products almost blocking out everything except seed potatoes. 
I was wondering what the government of Canada are going to do about it. 

Hon. Mr. Cuevrier: I can only refer you to the statement which was made 
by the prime minister when he made his pronouncement in the House of 
Commons as to what would be done in reference to ships, and with the cost of 
operating ships in Canada almost 50 per cent higher than it is in any other 
country we had to adopt a policy to meet that position; and we have tried to 
come to the assistance of some of our operators. Nevertheless, that does not 
occur with Canadian National West Indies ships in so far as subsidies mentioned 
in the Prime Minister’s speech go. 


Mr. Harrietp: Well, it is going to be awfully hard to make it pay if we 
keep on sending our steamships down there to the West Indies, and that is as a 
result of the effects of this treaty. 


Hon. Mr. Cuevrier: I do not think the Canadian National West Indies 
steamships should be forced to go there. Under the treaty they were required to 
operate a certain number of ships, but they have to have a cargo in order to 
make it profitable. They are not under any obligation to go. 

Mr. Hatrretp: Well then, what are the Canadian National going to do 
with these ships? 

Hon. Mr. Cunvrier: Well, if there is no cargo I presume they will tic 
them up. oe ik 

Mr. Fuuron: Last year the committee discussed this question generally 
and Mr. Vaughan made a report which will be found in the proceedings of the 
committee of last year and he made this comment with respect to the treaty 
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agreement, he was referring to the decline in the volume of traffic and the fact 
that the subsidies should not cover the loss which the company was incurring. 
He said (this will be found on page 127 ae ' 


The advances in question did not represent additional capital 
investment in the enterprise nor did they provide assets capable of 
earning an interest return. : 

The accounts of the company do not, however, reflect the full financial 
advantages to Canada of the company’s operations. Prior to the inaugura- 
tion if its services an annual subsidy of $340,666 had been paid to private 
operators for service to the eastern group of islands only. Under the 
1925 trade agreement Canada undertook to provide certain ship ton- 
nages and services for which tenders were invited from steamship 
interests. Private interests asked for an annual subsidy of $582,783 for 
operation of the eastern services only. No offers were made for the 
western service. The company was therefore incorporated for the pur- 
pose of carrying on both of the services called for in the trade agreement, 
and on the basis of the above-mentioned tender for part of the service 
only it is reasonable to assume that Canada has thereby saved a very 
large sum in subsidy payments. 


I wonder if the minister or the management of the company would care to 
make any statement as to whether a new treaty has been negotiated or is being 
negotiated. 

Hon. Mr. Cuevrrer: The question of the treaty depends upon a department 
other than the Department of Transport; I refer to the Department of Trade 
and Commerce. I do understand that it was the intention of Canada and some 
of the Caribbean countries to meet and discuss terms for a new treaty. Unfor- 
tunately, during the war, that was impossible. In the postwar period trade was 
relatively heavy and it was not necessary to do that. But at the moment I 
would think that the position is such that perhaps the time has arrived when 
negotiations should be entered into; but as I say, it is a matter for Trade and ~ 
Commerce. Other than that I cannot add anything. 

Mr. Futton: Mr. Vaughan expressed the hope last year that in any new 
agreement which may be negotiated cognizance will be taken of the greatly 
increased cost of operation by the inclusion of enhanced subsidy provisions, and 
that it will contain some measure of assurance that the company will continue 
to obtain a fair share of the available tonnage movement commensurate with 
the services operated. I was going to ask if the tonnage has declined, and if so 
is consideration being given to a reduction in the number of trips? I notice that 
under the treaty arrangements there were to be 65 trips a year; is that number 
to be reduced providing tonnage is not available? | 

Mr. Gorpon: The situation we are in at the moment is that we are keeping 
up the trips so long as we think we can make something on them at all but our 
competition is increasing steadily. I have a short statement in regard to the 
prospects which I shall be glad to read. . 

The Cuarrman: Yes, I think this would be a very good time. 

Mr. Gorpon: This is a report submitted to me in regard to the future. 

In regard to passenger traffic, it is not expected that 1950 will be as 
good as 1949. There is the usual definite trend towards Europe and the 
normal heavy seasonal movement is intensified by the Holy Year. How- 
ever, such large movements stir up interest in travel in general and as it 
is unlikely all who wish to travel in Europe will be able to, due to limita- 
tions of accommodation, it is felt that the situation thus created will 
stimulate travel in other directions and our lengthy “round Voyages” will 
benefit. 
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Territorial offices anticipate a fair year and while there are a few 
advance requests, interest will be stirred as soon as folders have been 
studied by the trade and prospects. The new itinerary for the “Lady” 
liners, viz., Montreal-Halitax-Boston and Bermuda, British West Indies 
and British Guiana will assist in creating renewed interest. 

We estimate our total passenger revenue will be in the vicinity 
of $800,000. 

Estimated freight earnings for the year 1950 are expected to amount 
to about $4,313,606. 

Exports—The situation in so far as exports is concerned has been 
bad for several months past and very little hope of improvement is held 
unless the restrictions against purchasing in the dollar area are lifted or 
eased by the respective colonies with which we trade. The colonies are 
purchasing everything they can lay their hands on in sterling countries 
and ‘buying in Canada in dollars what they cannot get elsewhere. Flour 
and grain products make up about seventy per cent of our cargoes; most 
other commodities are moving in small lots and some commodities cut out 
entirely such as autos, cement, steel goods, beer and a large variety of 
manufactured goods. Condensed milk is being imported from Australia, 
fresh and canned meats are also imported from Australia and New 
Zealand, as well as butter, and a large variety of goods are being bqught 
in Britain regardless of price. 

In addition to decrease in exports we are also facing more competition 
than ever. Saguenay terminals recently inaugurated a service to Barbados, 
Trinidad and Demerara in addition to Alcoa Steamship Company and 
ourselves. To Jamaica we have competition from the Federal Commerce 
and Navigation Co., Ltd., Swedish American Line and Pickford & Black 
Ltd. Federal Commerce & Navigation Co., Ltd., saw fit, in January, to 
break the rate on flour from 75 cents per 100 lbs. to 50 cents in order to 
secure a booking of 900 tons (about 22,000 bags) and then cancelled their 
proposed sailing and turned their commitments over to Pickford & Black 
at the reduced rate. | 

That incident is mentioned only to show the keenness of the competition; 
and from everything we see before us, that kind of competition will intensify. 
So I think we are facing a rather difficult year. 

All I can say as to a decision with regard to the cancellation of voyages or 
trips is that it will be made when we reach the point where we feel a voyage 
cannot be made on a basis which gives any economic return at all. 

Mr. Fuuron: While you do expect there will be some slight increase in 
passenger traffic, you feel the prospects are rather poor with respect to freight 
traffic? | . 

Mr. Gorvon: The indications are rather poor in respect to freight traffic 
but that situation may change. However, that is the best forecasting we can 
make at this moment. P 
| Mr. Harrieup: I think that one of the reasons for competition is that the 

other steamship lines do not have to carry out the terms of the treaty. They 
can call at various ports in Cuba as they go on to the West Indies. But you 
are different from those other lines. You are trying to carry out the terms of 
a treaty. But it is a very costly treaty and it has expired. So I think there 
should be a new arrangement made. | 

Mr. Gorpon: In regard to your question, Mr. Fulton, at the moment, of 
the five small non-refrigerated ships we mention in our report, two are in service, 
two are laid up, and one has been chartered. We are now keeping our eyes open ~ 
to see if we can dispose of the two ships which have been laid up, but there has 
been no encouragement in that respect so far. 
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Mr. Fuuton: So there may be a reduction in trips next year? 

Mr. Gorpon: I would not forecast that but we are trying to manage as 
many trips as we can, even if we only break even. 

Mr. Fuutron: In last year’s report of the proceedings of the committee 
on Railways and Shipping Mr. Nicholson was commenting on the fact that 
according to the report of 1948, the deficit item was $2,880,324.78, and he asked 
Mr. Vaughan how many years it would take to pay off this deficit at the 
rate of annual returns from the company which were then coming in. And 
Mr. Vaughan, I think, replied at page 129: 

We have asked the government for relief and I think the matter 1s 
in hand by the government. But as to just what they will do about it 
I do not know. It would take a number of years yet at the profit which 
we made last. year to pay off all the amounts which the government has 
charged against us together for interest on the deficits which were incurred 
in the early stages of operation. © 
Then the minister a little later on made this statement: 

Hon. Mr. Chevrier: As the president of the Canadian National Steam- 
ships has said, representations have been made by Canadian National 
Steamships to the government over a period of years asking the govern- 
ment to grant relief in connection with the amount paid for interest, and 
arrears of interest, over the years when there was unprofitable operation, 
between 1925 and 1934. 

And he continued his statement as follows: 

... This year representations were again made by Canadian National 
Steamships, and as a result a subcommittee of the cabinet was established 
to deal with the problem. So the problem is now under consideration by 
that subcommittee. | 


I wonder if the minister could tell us what were the results of that con- 
sideration? 7 

Hon. Mr. Cueverer: I am afraid that I cannot add very much to what 
I said at that time last year, namely, that the government had given the matter 
consideration. No further consideration has been given since then. And the 
view taken at the time was that this loan was in an entirely different category 
from that of the Canadian National. 

In other words, the Department of Finance had views on all of the financial 
arrangements of the Canadian National and they have, equally, views on all 
the arrangements of the Canadian National West Indies Steamships. The 
Department of Finance have taken the view that the recommendation suggested 
by Mr. Vaughan is not in accord with sound or responsible financial 
administration. | 

They assume that when the taxpayers’ money is advanced to a corporation 
for the purpose of carrying on a business, the taxpayers have the right to demand 
proper accounts of the funds made available to the corporation and to know 
at all times what the operation is costing. 

I should not say that that alone is the determining factor. I have to admit 
that I did not submit it to the cabinet. I do not think it should be submitted 
since a decision has already been made. But I would not have any objection 
to. submitting it again, although I think that pretty much the same attitude 
would be taken at this time. It might well be that after the royal commission 
has reported on the question of the capital structure of the Canadian National 
Railways—while it was not asked to report on this matter of the steamships—, 
it might well be that that would be the time to ask the government to reconsider 
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the matter in the light of the recommendations made by the royal commission, 
provided they do make recommendations, concerning the capital structure of 
the Canadian National Railways. 

Mr. Fuvron: You just said in your statement that that decision was made 
last year, and I think you said it was an adverse decision. 

Hon. Mr. Cuevrrer: I should not say that it was an adverse decision, and 
if I created that impression, I should not have done so. It was not an adverse 
decision. It was a consideration of the subject matter and it was thought that 
no favourable decision should be taken because of ‘the attitude of the Depart- 
ment of Finance. It was not a declining of the proposal made. That is why 
I say, in view of the whole question of recapitalization of the Canadian National | 
Railways being before the royal commission I do not think this would be: an 
opportune time to ask them to consider it, because I feel the answer would be: 
Let us wait for the report. ¢ 

Mr. Fuuron: It is a very similar problem. 

Hon, Mr. Curvrrmr: Yes, somewhat. 

Mr. Futton: Again in last year’s proceedings or report of proceedings, 
one member of the ecommittee raised a question about the shipment of apples 
from the Maritimes to the West Indies and drew attention to the fact that 
-apple growers—and I am now referring to page 130—complained that there 
were no proper cold storage facilities provided for the carriage of apples. And, 
on page 131, as a result of a question asked by the minister, Mr. Hazen said: 

My information was that there was a market for 10,000 barrels last 
season and that we were not able to avail ourselves of this market because 
they could not get proper transportation facilities on government boats. 
And then Mr. Vaughan said: : 

I think there is something in that complaint which came to our 
attention some time ago. We have investigated to see if there is not 
some place where we could stow these apples in cold storage compartment 


In a way that would not affect other products in cold storage. 


- I would like to ask Mr. Gordon if any steps have been taken to. provide 
cold storage for apples from the Maritimes going to the West. Indies? 

Mr. Gorpon: »Not so far as I am aware... I think we would be most 
reluctant to engage in any further capital expenditure with regard to these 
ships. : 

The Cuatrman: Is there any hope of selling those apples in the West 
Indies? } 
Mr. Gorvon: I would doubt it, but I could not be definite about it. 

Mr. Fuuron: Well, Mr. Hazen made the statement in the committee and 

1t was not corrected, that there was a potential market for 10,000 barrels. 

Mr. Gorvon: I shall make a note of what you say and I shall look into it. 
There has been quite a change in trade conditions, but I would question whether 
that market is still in existence. 

Mr. Futon: Would you be able to say what the approximate freight 
revenue from 10,000 barrels of apples would be? 

Mr. Gorpon: I am afraid we have not got that. That is rather a technical 
matter and I could not give it to you off hand. But I will take a note of the 
question and provide the information for you Just as soon as possible. 

Mr. Futon : One other question: Last year it was stated in the evidence 
before the committee that the cost of operation in 1948 was increased because 
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of strikes which affected the Canadian National West Indies Steamships. I 
have two questions arising out of that. Again I refer to page 132 where ~ 
Mr. Hazen said: 
Is there any reason for the strikes on these boats? Is it due to 
communist activity?” 
And then Mr. Vaughan replied: 
3 We believe it is and we think the time has. come for a showdown, 
that we have got to run our own ships. 4 
And then later he replied to another question, and he said: 
Yes, this strike has been expensive to us. We have not only lost 
cargo but the expenses have increased considerably. 


I would like to ask Mr. Gordon if he has any knowledge of, or any com- 
ment to make on what the situation is now with respect to strikes, or whether 
they handled it and eliminated the trouble-makers as Mr. Vaughan intimated 
they were prepared to do; and secondly, whether there has been any appreciable 
reduction in costs due to the settlement of those strikes? 

Mr. Gorvon: So far as I know the trouble to which Mr. Vaughan referred 
has been eliminated by reason of the fact the strike was handled resolutely, 
and subsequent agreement has been such that there is no trouble that we can 
see at the moment. 

In respect to the second part, I can only say that we estimate that the 
cost of the strike was $149,328. That cost covered various items due to delay 
and diversion of ships and so forth so that in respect to the Seamen’s strike, that 
would be a non-recurring item and to that extent we would have less expenditure 
this year. 

Mr. Futton: May I ask if they found any actual trouble makers whom it 
was necessary to remove. 

Mr. Gorvon: I cannot say. Perhaps the minister has received a report 
on it. : 

Hon. Mr. Cueverer: I do not remember any report in connection with the 
Canadian National West Indies Steamships. All I know is that the C.S.U. were 
not very successful in their attempt to tie-up ships, not only in Canada but all 
over the world. They failed in Canada and they carried on the strike from 
the United Kingdom for a time, having failed in Canada. I think the C.N.S. 
ships continued with their trips. 

Mr. Futron: But you do not recall that there were trouble makers planted 
there by communists? 

Hon. Mr. Cuevrier: I would not have knowledge of that. I think, perhaps, 
the Department of Labour would be in a better position than we would be to 
give that information. Mr. Lessard brings to my attention that the strike was 
started against a Canadian National Steamships boat first last year but the 
Canadian National Steamships were able to get their ship out of the harbour and 
proceed to bring it to other ports and carry on their operations. 


Mr. Futron: And there has been no recurrence of a similar nature? 

Hon. Mr. Cuevrier: No. 

Mr. Fuuton: I think this is about my last question. I find on page 134 of 
last year’s committee proceedings that Mr. Hatfield asked the question: “Could 
some of-those ships be used in Newfoundland trade”; to which Mr. Vaughan 
replied: “We cannot tell until we get into that trade. As you know the New- 
foundland railway has twelve to fifteen vessels of its own’’. 
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Now that you are in the trade what would you say with regard to that? 
Is there any chance of increasing the usefulness of those ships? 

Mr. Gorpon: We have that situation under examination. We did charter 
one of the vessels to the Newfoundland trade, and we found it possible to utilize 
one of our ships in that way but that is all we have been able to do at the 
moment. . 

Mr. Browne: Is there a big difference in the freight rates on a shipment 
going across the straits from North Sydney to Port aux Basques and then 

through to St. John’s as compared to going from Halifax to St. John’s. Is that 
not one of the difficulties? 

Mr. Gorpon: I cannot tell that to my knowledge. Mr. Dingle is giving me 
an answer I am not quite sure of but I will let him answer your question on his 
own information. 

Mr. Dineue: On that score, when we chartered this C.N.S. ship last year 
it was to take care of cargoes that we could not handle on our own through 
North Sydney but I did not understand that there would be any additional 
freight charges accruing because we handled it out of Halifax. I am not a 
traffic man but that is my understanding. : 

Mr. Browne: Well, actually, were the same rates charged for destination 
at St. John’s on the route Halifax to St. John’s as on the route North Sydney 
to St. John’s? 

Hon. Mr. Cuervrrer: Does that not raise the whole matter that was brought 
up in the House the other day by your colleagues, and is that also not a matter 
now before the Board of Transport Commissioners? 

Mr. Browne: I was considering the question of the utilization of some of 
these ships which are tied up. 

Hon. Mr. Curvrier: Y es, but you are coupling it with the freight rates. 

Mr. Browne: Not intentionally. My information is that the railway are 
jammed with freight at North Sydney and Port aux Basques. Is not that correct? 

Mr. Dinete: That is correct. There has been a lot of ice trouble in the 
straits. 


Mr. Gorpon: The point there is that it is ice trouble that has caused the 
_ temporary freight jam. . , 
Mr. Browne: I do not think that is all the reason. There is an enormous 


amount of freight moving there, and I understand it is due to a difference in 
the rates. 


Hon. Mr. Curvrirr: Well, I was hopeful we would not get into a discussion 
of the rates. 


The CuartrMan: Shall the item carry? 
Carried. 
_ Operating revenues. We are now on operating expenses. Shall the item 

carry? 

Carried. 

Operating deficits? Shall the item carry? 

Carried. : 

Mr. Fuuron: With respect to the time since the end of the war, you expect 
a deficit this coming year, an operating deficit? 

Mr. Gorvon: I think that is right. The first since 1934. ; 

The Cuarrman: Vessel replacement fund earnings. Shall the item carry? 

Carried. 


The minister has just called my attention to the fact that there is one item 
missed in the list here. NaS 
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Hon. Mr. Curvrimr: There was referred to the committee item No. 559. 
whieh is a deficit for the year 1950 of $720,000 and that is the item included in 
the budget. Having approved of that deficit item in the budget I think we 


might as well disposed of item. 


De- Compared with Estimates 
No. tails of 1949-50 
of Service on 1950-51 1949-50 er 


reas Decreas 
No. Increase ecrease 


ee g | $ § § 


559 |Amount to provide for the pay- 
ment from time to time tothe 
Canadian National. (West 
Indies) Steamships, Limited 
(hereinafter called ‘‘The 
Company’’) of the amount of 
the deficit occurring during 
the year ending December 
31, 1950, in the operations of 
the Company and the vessels 
under the control of the Com- 
pany, ‘as certified by the 
Auditors of the Company, 
and upon applications made 
by the Company to the Min- 
ister of Finance and approved 
by the Minister of Transport. 
POe EXCeed Mm Ko owed ede me 720, 000 360, 000 360, 000 


1,879, 000 1,519, 000. 360, 000 


No. 559, which is the same amount. 
_ The Cuatrman: That is my oversight, Mr. Minister. Item 559. Shall the 
item carry? 

Carried. 

Vessel replacement fund earnings. Any questions? 

_Mr. Fuiron: Could Mr. Cooper say from what source these earnings are 

derived? 

Mr. Cooprer: The vessel replacement fund carries the amount set aside 


for depreciation. The earnings on the investment of the replacement fund are 
the earnings which are described as vessel replacement fund earnings. 


Mr. Futron: You have it invested in securities which produce the income, 
as-I understand it? 

Mr. Cooper: Yes. 

Mr. Futron: Is the replacement fund still accumulating? 

Mr. Coorrer: To the extent of the annual depreciation accruals, yes. What- 
ever amount we set up in our operating account for depreciation that amount 
of cash is added to the fund and increases the earnings of the fund. 

Mr. Fuuron: And how Jong is it since you have had any call on that fund? 

Mr. Cooper: After the war we bought several ships out of the fund. The 


three motor ships and the five dry cargo ships were all purchased out of the 
vessel replacement fund. The only two ships we have today which were not 


bought out of the fund are the two lady ships. 


The Caiman: Shall the item carry? 
. Carried. 
Mr. Harrietp: You bought the ships after the war? 
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‘The CuarrMan: I am sorry, Mr. Hatfield. poets A . 
| Mr. Harrretp: I just asked the question if they bought these ships after 
the war. | 

The Cuairman: Interest requirements. 

Mr. Fraser: Are these bonds callable? 

Mr. Coorrr: No. 

Mr. Fraser: You wish they were, I suppose. 

Mr. Coorrr: Yes, particularly if they were callable at par. 

Mr. Gorpon: Wishing won’t call. 

The Cuartrman: Shall the item carry? 

Carried. 


Exchange on United States funds? 

Mr. Fraser: Why is this item up this year? | / 

Mr, Cooper: The Canadian dollar is devalued in relation to the United 
States dollar. | 
The Crarrman: Interest of government notes and advances. Shall the 
item carry? : 

Carried. 

Shall the report carry? 

Carried. 

Now we come to the annual report of the Canadian National Railways 
Securities Trust. | 


¢ 


THE CANADIAN NATIONAL RAILWAYS 
SECURITIES TRUST | 


Ottawa, 24th February, 1950. 


The Honourable Lionel Chevrier, K.C., M.P., 
Minister of Transport, 
Ottawa. 
Sir, ‘ 

In conformity with Section 23 of The Canadian National Railways 
Capital Revision Act, 1937, the Trustees of The Canadian National 
Railways Securities Trust submit the followimg report for the calendar 
year 1949. : : 

No capital losses were charged to Proprietor’s Equity during the year 
and accordingly the book value of the capital stock of the Securities Trust, 
as shown on the Balance Sheet, remains unchanged from December 3134 
1948. 

There were no transactions during the year affecting the collateral 
securities held by the Securities Trust. 

Pursuant to Chapter 8, 1945, an Act to amend The Canadian National 
Railways Capital Revision Act, 1937, the Board of Directors of the 
Canadian National Railways passed a resolution at a meeting held on 
January 27, 1950, naming Mr. Donald Gordon, Chairman of the Board 
of Directors and President, and Mr. T. H. Cooper, Vice-President and 
Comptroller, as Trustees of the Securities Trust. : 

The Trustees present herewith the Balance Sheet as at December 31, 


1949. 
J. C. LESSARD, 
For the Trustees. 
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Bo NE Cooper: Gentlemen, the only change in the report of the Securities 
Trust is that the year 1948 has been changed to the year 1949. There were no 
transactions during the year. The report is exactly as it was adopted by the 


committee a year ago. 


The CuHairMAN: Shall the report carry? 
Carried. 


Now, we will consider the auditor’s report to ea aaa on the Canadiar 
National Railways. 


10th March, 1950.. 
CANADIAN NATIONAL RAILWAY SYSTEM 


THe HonouraBLe THE MINISTER OF TRANSPORT, 
OTTAWA, CANADA. 


Sir:—We have audited the accounts of the Canadian National Railway 
System for the year ended the 3lst December, 1949, under authority of The 
Canadian National-Canadian Pacific Act, 1936, and we now report, through 
you, to Parliament. 

In our reports of previous years we have commented on certain matters to 
which we do not propose to refer in this report in view of the appointment of 
the Royal Commission on Transportation. 


GENERAL SCOPE OF AUDIT” 


In brief, our audit of the System accounts for 1949 included: 

(a) Examination of major expenditure authorities in conjunction with the 
recorded Resolutions of the Directors, which in turn were related to 
Corporate By-Laws, Orders-in- Council and Acts of Parliament; 

(b) Audit tests in the offices of Regions, Separately Operated Properties 

and System Headquarters, limited to a cross-section of the major 
expenditures so authorized; 

(c) Examination into the adequacy of the internal audit control in general 
as’ exercised by the accounting department of the System. In this 
connection we worked in collaboration with the executive accounting 
officers at Headquarters having as a common objective the securing of 
maximum internal protection to the System in the control of Cash » 
Receipts and Expenditures, Securities Held, Material Stores and 

Accounts Receivable of all types. The System is further protected 
by Fidelity Bond Insurance with outside Underwriters; 

(d) Audit of the Consolidated Income Account and the Consolidated 
Balance Sheet and certification thereof. 


Our test audit covered the various Balance Sheet accounting units in 
Canada, the United States, London (England) and Paris (France) with Income 
Accounts originating in the Revenue Offices, Regions, Separately Operated 
Properties and System Headquarters which comprise the System as an operating 
entity. In view of the initial difficulties experienced by the Canadian National 


- Railways in the transfer of the accounts from the Newfoundland Railway, we 


have found it impracticable to complete our audit tests of this district. We 


_ shall, however, do so at the earliest possible date. 


Apart from those pertaining to the Trans-Canada Air Lines andi the non- 


- operating Canadian Government Merchant Marine, Limited, the holdings in 


- the Capital Stocks of the Affiliated Companies are insufficient to give voting 
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control and accordingly the Companies are not treated as, units of the System | 


nor have their accounts been audited by us. In a few instances their accounts 
_ were certified by Public Accountants but for the most part they were audited 
' by joint committees composed of System accountants and representatives of 
outside interests. 

CoNnsoLIpATED INCOME ACCOUNT 
Depreciation and Maintenance 


In respect of “depreciable” Fixed Properties—defined in the 1943 Order of 
the Interstate Commerce Commission as including bridges, buildings, stations, 


shops, etc., but excluding track structure—provision for depreciation, at rates 


resulting in a composite rate of approximately 12%, has been made during the 
year for the United States Lines of the System through Maintenance of Way 
and Structures accounts in accordance with the above mentioned Order whereas 
the Canadian Lines have taken up through the same accounts the loss of service 
value at the time of replacement or retirement. | 

Track structure composed: of ties, rails, track material and ballast is not 
classified by the Interstate Commerce Commission as an asset for which 
provision for Depreciation should be made; accordingly the loss of service 
value was taken up through Maintenance of Way and Structures accounts at 
the time of replacement or retirement on both the Canadian and United States 
Lines of the System. 


Provision for Depreciation has been made for the Equipment of both the ° 


Canadian and United States Lines of the System. The 33% annual depreciation 
rate used for Rail Equipment of the Canadian Lines was approximately the 
same as the latest available composite of the rates used by the Class I Rail- 
roads in the United States. . , 

In addition to charges for depreciation and those for loss of service value 
taken up at the time of replacement or retirement, the Maintenance accounts 


as a whole included the cost of day-to-day repairs and partial renewals on both » 


the Canadian and United States Lines. These repairs and partial renewals are 
recognized costs of maintenance whether or not depreciation accounting is in 
effect. 
During 1949 Deferred Maintenance Reserve was utilized to the extent of 
$8,000,000 which amount was credited to Maintenance of W ay and Structures. 

We have received certificates from the responsible operating and executive 
officers to the effect that the Fixed Properties, subject to the utilization of the 
unexpended balance of $9,000,000 in the Deferred Maintenance Reserve, and 
Equipment have been maintained in a proper state of repair and in an efficient 
operating condition during the year; that insofar as traffic demands would 
permit, such Physical Retirements, which should have been made during the year 
as a result of wear and tear and obsolescence, have been made and that. noti- 
fication of all such Retirements has been given to the Accounting Department. 
Insurance Fund Operations 

The operations for the year resulted in a net profit of $303,000 which was 
credited to railway income. The fund operations included the receipt of $381,000 
covering the Fund portion of the settlement made in 1949 in respect of the 1945 
fire damage to the Point Edward Docks. The Reserve amounts to $12,296 ,000 
and includes the estimated amount of $296,000 set aside to meet the larger 
unadjusted loss claims. 


CONSOLIDATED BALANCE SHEET 
Assets . 


Against the Corporate portion of the property investments brought into 


the Natiqnal System accounts at the Ist January, 1923, there have been properly 
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applied the reductions authorized by The Canadian National Railways Capital 
Revision Act, 1937, but no similar reductions were authorized at that time 
covering the Crown property investments in the Canadian Government Rail- 
ways. Since the Ist January, 1923, the Additions and Betterments less Retire- 
ments of the System have been shown on the general basis of cost. It should 


be pointed out, however, that no additions have been made to the property 


investments relative to the Newfoundland District prior to Ist April, 1949. 

The several special funds including Capital and Other Reserve Funds, 
Deferred Maintenance Fund, Insurance Fund and Pension Contract Fund, 
amounting in total to $76,697,000 are represented by investments in the securities 
of the Government of Canada and the National System, cash and sundry current 
assets. At the year end, the market value of the securities held in respect of 
these special funds exceeded the book figure, which for Government securities 
was based on cost and for System securities on par value. 

The portion of Insurance Fund investments of $4,642,000 in System securities, 
the listings of which were withdrawn from the Exchanges as a result of the 
war-time Untied Kingdom Vesting Orders, have been taken at par for the 
purpose of the foregoing year-end market valuation. In view of the fact that 
these Insurance Fund investments are in System securities no provision has 
been deemed necessary to cover the devaluation of sterling from the former 
par of $4,862. 


The par value of National System securities held in the foregoing special 


funds aggregates $12,406,000 of which par value $7,647,000 is covered by the 


guarantee of the Government of Canada. 


Investments in Affiliated Companies are represented by the Capital Stocks, 
Bonds and obligations for Advances of companies affiliated with but not forming 
apart of the National System. Apart from the Trans-Canada Air Lines, this 
type of unlisted investment is made, in association with other railways, primarily 
to secure the benefits of traffic interchange and terminal facilities, The basis. 
of the Balance Sheet figure is cost or, in respect of certain United States securities, 
less than the special valuations approved by the Interstate Commerce Commis- 
sion. Apart from the Trans-Canada Air Lines, the 1949 Financial Statements 
issued by the companies representing the larger investments indicated that 
Profits aggregated some $1,468,000 and Losses some $567,000 for the year 1949. 
Included in the latter total was the loss of $423,000 incurred by the Northern 
Alberta Railways Company, 50% of which loss has been taken up as an Income 
charge by the National System, the other 50% being chargeable to the Canadian 
Pacific Railway. The loss does not include provision for interest on the 
Company’s bonds, such interest having been treated as waived. 

Other Investments are comprised partly of unlisted investments of a 
miscellaneous nature including those in hotel and grain elevator companies held 
primarily for purposes of traffic benefit, and are valued at or below cost. The 
balance is represented by Securities of the Government of Canada and the 
National System (Government Guaranteed) the year-end market value of which 
in total exceeded the book figure based respectively on cost and par value. 

Temporary Cash Investments are represented by Government of Canada 
securities, the year-end market value of which exceeded the book figure based 
on cost. . 


Accounts Receivable and Payable of all classifications have been tested by 
us with the subsidiary and controlling records, cash and other transactions 
subsequent to the year end, departmental files and general supporting informa- 
tion but such Accounts have not been verified by direct communication with 
the individual Debtors and Creditors. 
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A physical inventory of Material and Supplies was taken by the Railway 
as at the 30th. September, 1949 and in connection therewith we have received 


_ certificates from the responsible officers to the effect: 


(a) That the quantities were determined by actual count, weight or measure- 
ment or by conservative estimate where such actual basis was imprac- 
ticable, and 

(b) That the inventory pricing was laid down cost based on weighted average 
costs for ties, rails and fuel and on latest invoice prices for new materials 
in General Stores, and on estimated utility or sales value for usable 
second-hand, obsolete and scrap materials after making reasonable 
pricing allowances for condition thereof. 


Ledger values as of the 30th. September were brought into agreement with 


‘the physical inventory through a credit to Railway “Operating Expenses of 


$329,000. 

Other Deferred Assets consist principally of Contracts Receivable in con- 
nection with Land Sales and Sundry Deferred Accounts Collectible. 

Other Unadjusted Debits consist of Capital charges accumulated on the 
rebuilding of passenger cars which were uncompleted at the year end, the 
unamortized cost of opening ballast pits which will be written off on the basis 
of yardage used; the estimated salvage value of non-perishable material* in 
ballast pits and other temporary tracks; accepted interline freight claims paid 
in advance of investigation with other carriers, and miscellaneous debit items 
not otherwise provided for or which cannot be disposed of until additional 
information is received. 


Inabilities 
Other Deferred Liabilities consist principally of the outstanding bapital 


value of the workmen’s compensation awards by the Provinces of Ontario and 
Quebec. 


Reserves and Other Unadjusted Credits 

Accrued Depreciation of Canadian Lines Equipment amounts to $126,932 000. 
During the year the full ledger value of Equipment retired, less salvage, was 
charged to this Reserve. 

- Other Unadjusted Credits include the estimated proportion of prepaid 
Revenues on freight in transit; excess of actual Revenues over year-end estimates 
carried in suspense; estimated liability for injuries to persons; estimated liability 
for overcharge claims, and miscellaneous credit items not otherwise provided for 


or which cannot be disposed of until additional information is received. 


Where foreign currencies are involved, the Balance Sheet accounts of the 


System are converted generally as follows: 


(a) United States Currency 
—at the dollar par of exchange. 
(b) Sterling Currency 
| —at the former par of $4.86% to the pound. 
(c) French Currency 7 
—at approximately 15 francs to the dollar for the original invest- 
ment in Hotel Scribe and 300 francs to the dollar for Working 
Capital accounts. 
Dollar amounts stated in this Report are to the nearest thousand. 
Yours faithfully, 
Grorce A. ToucHE & Co. 
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The CuaTRMAN: Shall the report carry? 

Mr. Fraser: Mr. Chairman, are you dealing idk Mr. Carter’s questions? 
Are you going to deal with the questions asked by Mr. Carter? 

The CuHarrMAN: We will table those. 

Shall the auditor’s report carry? . 

Mr. Fuuron: I think it has been the custom in the past to have the auditor’s 
report read so it will appear on the record. 

The CHAIRMAN: Shall I dispense? 

Mr. Fuuton: Is there no representative of the auditor’s firm here? 

The CuarrMan: I thought we had gone into the receipts and disbursements 
so minutely that the committee members would be content to have the report 
considered as read. | 

Mr. Fuuton: It does not give us an opportunity to question the auditors. 

‘The Cuarrman: Mr. Gordon will make a general statement and then we 
will decide as to what extent we will read it. 

Mr. Gorvon: I just want to make reference to the questions from Mr. Carter. 

_ I looked at them during the luncheon hour and I find them pretty comprehensive 
» and I cannot undertake to have the replies before the committee rises. I have 
sent his questions on to Montreal. We are working on them and we will do the 

best we can to get the answers in time, but as I say, they are quite extensive 
and it may take some time before we can get the replies. : 

The CuHairMan: I am just wondering if we can incorporate them into our 
record. If we receive the answers before our report is tabled we can do so. 

Thank you very much, Mr. Gordon.. Is that satisfactory, Mr. Carter, as 
long as they are incorporated in the record and you have the answer? 

Mr. Carter: I take it for granted they will be incorporated in the record. 

: (See Appendix “A”). 


The CHarrman: Mr. Gordon has given us the assurance that he will have 
them here as soon as possible. I can assure you that as far as the chair is 
~ concerned, I would certainly co-operate to that extent. 
; Mr. Carrer: Thank. you very much. 
The CHatrMAN: As to the auditor’s report, is it the wish of the committee that 
this should be read in total? 

Some Hon. Mxmmepsrs: No, no. 

Mr. Futon: It has always been done in the past. 

The CHAIRMAN: We have spent so much time and your sear ching auestions 
went into so much detail, Mr. Fulton, I do not like to burden the committee 
with this, Will you indicate what parts you would like to have read? 

Mr. Futton: Was Mr. Gordon’s statement confined to Mr. Carter’s 
question? 

The CuarrMan: Just to Mr. Carter’s question. 

Mr. Futon: I would like to have the opportunity to ask the auditors 
at least whether there are any changes in this year’s report. I would like to 
ask Mr. Matthews or Mr. Turville whether there are any alterations in the 
set-up of the accounts which your firm audited and which you particularly 
noted in this report or would like to bring to the attention of the committee? 

Mr. Turvitte (Geprge A. Touche & Co.): There have been no changes 
in the manner in which the accounts have been prepared or presented as 
Euppeted with 1948. . 
Mr. Funton: You said in 1948, and I believe that you repeat it here, that 
_ there are a number of recommendations which you had previously made that 
are now before the royal commission and upon which you do not comment here? 
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Mr. Turvitue: Our reason for. not doing ae is that we made certain 


recommendations in the past, particularly in 1947 and 1946. 


Mr. Futton: Many of those are now before the royal commission? 

Mr. Turvitte: They are being considered by that commission so that we 
thought it would not be particularly interesting to the members of the committee 
to have a repetition of the recommendations. 

Mr. Futton: May I ask you whether all of your recommendations are before 
the royal commission? 

Mr. Turvitie: I am not in a position to answer that definitely although 
I do know the directions which have been given to the royal commission. I have 
not attended meetings of the commission and I do not know whether all of the 
points we have recommended in the past are being considered. 

Mr. Furron: But they are within the scope of the commission’s reference? 

Mr. TurviuLe: Yes. 

Mr. Browne: May I ask a question regarding page 2 where you say: “It 
should be pointed out, however, that no additions have been made to the 
property investments relative to the Newfoundland district prior to Ist April, 
1949.” 

Mr. Turvitute: That is correct. 

Mr. Browne: Why do you say that? - Me 


Mr. Turvitue: The dominion government took over the Newfoundland 
railway on the Ist of April 1949 and then entrusted it to the Canadian National 
Railways. The Canadian National at the moment is only concerned with addi- 


tions and betterments since the 1st of April. 


The CuHarrMAN: Are there any further questions? 

Mr. Fuuton: I have one other question. I am interested in the matter of 
the actual value of the assets of the Canadian National Railways. Mr. Cooper 
discussed this when he was being examined. In your accounting practice do 
you ever make a survey of the actual valuations? 

Mr. Turvinie: If I understand your question it is whether we, as auditors, 
go into the valuation of fixed assets and so on. We do not, but we have made 
special reference, as you have no doubt noticed in the report on the balance 
sheet, to the effect that we have accepted the valuations about which Mr. Cooper 


spoke as being of historic interest only. 


Mr. Fuuron: I understand that it is not part of normal accounting or audit- 
ing practice to make that investigation?’ 

Mr. Turvitte: Not with respect to the actual valuation of fixed assets. That 
is usually done by an engineer or an appraisal company. 

Mr. Futon: I appreciate that, but you do not normally call for such 
investigation? 

Mr. Turvitte: Not unless we get special instructions to do so. 

Mr. Futron: In auditing, and setting out returns and reports, is it usual 
to draw attention to or take into account possible changes in value that may 
have resulted through changes of price levels? 

Mr. Turvitue: It is not the general practice to take into account varying 
price changes in respect of fixed assets. It is another matter when we talk about 


current assets and then naturally effect is given to it. I refer there to taking 


inventory of supplies or stores. 

Mr. Hatrietp: Why should insurance be credited to income? 

Mr. Turvitte: Mr. Hatfield, I thought that question would probably be 
asked. I think that you and the members of this committee will remember that 
it has always been a practice of the C.N.R. to take income arising through these 
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various funds into the income account. ‘That procedure is usual, or shall I say 


condoned, although it is not a good word—it is agreed on by the Interstate Com- 
merce Commission. The accounts of the Canadian National Railways, speaking 
generally, are prepared in the light of Interstate Commerce Commission 
regulations. ; 

Mr. Hatrietp: Is this for fire losses in the United States? 

Mr. TurviLtur: It must be done in the United States. 

Mr. Marruews: I might just comment on that. 

The CHarrman: Perhaps I could interrupt. I think the answer was quite 
complete; the answer is that this is standard practice with the Interstate Com- | 
merce Commission. 

Mr. Matruews: The directors of the Canadian National Railways set a 
ceiling figure for the amount of the insurance fund. 

Mr. Harrieip: Is it not customary to carry the insurance in the capital 
account? ' . ! 

Mr. Marruews: The amount of the fund was established at approximately 
$12,000,000 and over a period of years it was built up out of earnings; but having 
reached that point the amount became a credit. The record of that insurance 
fund has been very good. 

The CHAIRMAN: Are there any further questions? 

Shall the auditor’s report on the Canadian National Railways System earry? 

Carried. | 

Next we have the auditor’s report on the Canadian National (West Indies) 
Steamships Limited. Shall I dispense with the reading of the report? 

Agreed. 


10th March, 1950. 
CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED -. 


Tur HonouraBLy THE MINIsTER OF TRANSPORT, 
Orrawa, CANADA 
Sir:— 
We have audited the accounts of the Canadian National (West Indies) 
Steamships, Limited and Subsidiary Companies for the year ended the 31st 


December, 1949, acting under your authority, and we now report, through you, 


to Parliament. 
GENERAL Score OF AUDIT | 
In brief, our audit of the Steamships’ accounts for the year 1949 included: 
(a) Examination of major expenditure authorities in conjunction with the 
recorded Resolutions of the Directors, which in turn were related to 

Corporate By-Laws, Orders-in-Council and Acts of Parliament; 

Audit tests in the offices of the Steamships limited to a cross-section of 

-_. the major expenditures so authorized; 

‘(c) Examination into the adequacy of the internal audit control in general 
as exercised by the accounting department of the Steamships. In this 
connection we worked in: collaboration with the executive accounting 
officers having as a common objective the securing of maximum internal 
protection to the Steamships in the control. of Cash Receipts and Ex- 
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penditures, Securities Held, Material Stores and Accounts Receivable 
of all types. The: Company is further protected by aay: Bond 
Insurance carried with outside Underwriters; 


(d) Audit of the Consolidated Income and Profit and Loss Accounts ne the 
Consolidated Balance Sheet and certification thereof. 


CONSOLIDATED INcomME ACCOUNT. 


Provision for depreciation charged against income covers all vessels at the 
uniform rate of 5 per cent per annum. 

We have received a certificate from the responsible officers that all equip- 
ment has been maintained in a proper state of repair and in an efficient operating 
condition during the year; that such physical retirements as should have been 
made during the year, as a result of wear and tear and obsolescence, have been 
made, and that notification of all such retirements has ‘been given to the Account- 
ing Department. 


CONSOLIDATED BALANCE SHEET 
Assets 

Investment in Vessels is carried on the general basis of cost. 

The Replacement and Insurance Funds are composed of investments in the 
securities of the Government of Canada and the Canadian National Railway 
System (Guaranteed by the Government of Canada) together with cash and 
sundry current assets. The total year-end market value of the securities held 
in these funds was in excess of the book figure based on cost. 


The Replacement Fund increased $492,000 during the year as a result of 
depreciation accruals charged to Income Account and paid into the fund. 

The Insurance Fund increased during the year by $284,000, of which 
$108,000 has been set aside in the Fund to augment the Reserve for ‘unadjusted 
losses. The insurance risks on all ships are carried in the Fund. 


Accounts Receivable and Payable of all classifications have been tested by 
us with the subsidiary and controlling records, cash and other transactions 
subsequent to the year end, departmental files and general supporting informa- 
tion but such Accounts have not been verified by direct communication with 
the individual Debtors and Creditors. 


Discount on Capital Stock represents an intangible book value set up at 
the time of incorporation to offset the par value of the shares. issued in con- 
sideration of the guarantee by the Government of Canada of the Steamships’ 
Bonds. 


Inabilities 

Unadjusted Credits are mainly comprised of uncompleted voyage suspense 
items and a reserve against amounts in dispute. 
Reserves 

The Insurance Reserve amounts to $2,049,000 including the estimated 
amount of $123,000 set aside to meet the larger unadjusted loss claims. 


Profit and Loss 


_ In view of the economic trends affecting the operations of the five small 
non-refrigerated vessels, the management has thought it advisable to increase 
accrued depreciation by $738,000 by a Tae to Profit and Loss of the same 
amount. 

In considering the accumulated deficit appearing on the Balance Sheet, it 
should be borne in mind that it has been the practice of the Government: to 
charge interest on advances for Deficits from the inception of the Company. 
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The amount .of such interest paid by the Company amounts to $3,641,000. 
However for the year 1949, the Deficit has been assumed by the Government 
of Canada and accordingly has not been treated as an Advance. 

Where foreign currencies are involved the Balance Sheet Accounts of the 
Steamships are converted generally as follows:— 


(a) US. Currency—at the dollar par of exchange; 
(6) Other Foreign Currencies—at the official rates. 


Dollar amounts stated in this Report are to the nearest thousand. 
| Voursttaithfully, 
George A. Touche & Co. 
The CuatrMan: Shall the report carry? 
Carried. : 


I must apologize to the committee for omitting three House votes which I 
should have called this morning. The first is vote 493—Maritime Freight Rates 


Act. ; 


Z 


De- Compared with Estimates 
tails ; of 1949-50 
on 1950-51 1949-50 Hass AY Eby SA: 


ieee Increase Decrease 


Service | 
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Maritime Freight Rates Act— 
To hereby authorize and pro- 
vide for the payment from 
time to time during the 
fiscal year 1950-51 to the 
Canadian National Railway 
Company of the difference 
(estimated by the Canadian 
NationalRailwayCompany 
and certified by the Audi- 
tors of the said Company to 
the Minister of Transport 
as and when required by 
the said Minister) occur- 
ring on account of the appli- 
cation of the Maritime 
Freight Rates Act, be- 
tween the tariff tollsand the 
normal tolls (upon the 
same basis as set out in 
Section 9 of the said Act 
with respect to companies 
therein referred to) on all 
traffic moved during the 
calendar year 1950 under 
the tariffs approved on the 
Eastern Lines (as referred 
to in Section 2 of the said 
Act) of the Canadian 
National Railways........ 


493 


5,869, 000 5,903, 000 366, 000 


Carried. 


Hon. Mr. Cuevrimr: The increase you will notice is $366,000. 


- 
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The CHAIRMAN: 


Vote No. 494, again ow Maritime Preight Rates Act— 
railways other than the Canadian National. 


De- 
No. tails 
of Service on 1950-51 
Vote Page 
No. 
$ 


494 | Amount required to provide 
for payment from time to 
time during the fiscal year 
1950-51 of the difference 
(estimated by the Board 
of Transport Commis- 
sioners for Canada and cer- 
tified by the said Board to 
the Minister of Transport, 

~asand when required by the 
said Minister) occurring on 
account of the application 
of the Maritime Freight 
Rates Act, between the 
tariff tolls and the normal 
tolls (referred to in section 
9 of the said Act) on all 
traffic moved during the 
calendar year 1950 under 
the tariffs approved by the 
following companies: Cana- 
da and Gulf Terminal Rail- 
way; Canadian Pacific 
Railway, including: Fred- 
ericton and Grand Lake 
Coal and Railway Com- 
pany and New Brunswick 
Coal and Railway Com- 
pany; Cumberland Rail- 
way and Coal Company; oe 


1949-50 


Compared with Estimates 
of 1949-50 


Increase Decrease 


$ $ 


Hon. Mr. Curvrirr: The increase is $50,000. 


The CHAIRMAN: Shall the bem carry? 
Carried. 


Vote No. 558—regarding Prince Rawal Gar Ferry and Terminals. 


of Service on 


1949-50 


Compared with Estimates 
of 1949-50 


Increase Decrease 


Dericits 
Transport 


558 |Amount required to provide for 
the payment during the fiscal 
year 1950-51 to the Canadian 

‘National Railway Company 
(hereinafter called the Na- 
tional Company) upon appli- 
cations approved by the Min- 
ister of Transport made from 
time to time by the National 
Company to the Minister of 
Finance and to be applied by 
the National Company in 
payment of the deficit (certi- 
fied by the auditors of the 
National Company) in the 
operation of the Prince Ed- 
ward Island Car Ferry and 
Terminals arising in-the cal- 


endar year 1950-0 2) toby Gehl! ~. 1,159, 000 


1,159, 000 


$ $. 
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Mr. McLurez: They aaa show that as a deficit pete it peel ie a 
surplus. 

Mr. Murtcu: Reduce it to $1. 

The CuarrMan: Shall we reduce it to one luncheon? 

Shall the item carry? 

Carried. 


Mr. Fuuron: May I have consent to revert to the auditor’s report on the 
West Indies Steamships. It is stated under profit and loss that “in view of 
the economic trends affecting the operations of the five small non-refrigerated 
vessels, the management has thought it advisable to irferease accrued depreciation 
by $738,000 by a charge to profit and loss of the same amount.” 

I would ask Mr. Turville what that means. 

Mr. TurvitiE: It has been the considered gpinion of the management, and 
here I am talking for the management and they will correct me if I am wrong, 
that in view of the condition of the shipping industry and the possible trends 
they consider it wise, and we support them and think it advisable, to bring 
down to a more realistic level the value at which those ships are carried on the 
balance sheet. In so doing they have made this provision of $738,000 as an 
addition to depreciation reserve. 

Mr. Browne: That is a round figure. 

- Mr. Turvitue: Yes. 


Mr. Fuutron: Do I understand from what you say that because anticipated 
earnings from shipping are so much lower they consider it advisable in effect 
to reduce the capital value of the ships? | 

Mr. Turvitite: To bring them to a more realistic value. 

Mr. Murtcu: In terms of what they can earn? 

Mr. TurvIuue: Yes. 

Mr. Fuiton: That brings me back to the question I asked before in regard 
to the actual value of fixed assets. If the earning power of fixed assets is 
greatly increased, why does not the corresponding adjustment take place? 

Mr. igs sro Speaking as an accountant or an auditor I would say that: 
it would not be conservative to increase the value of fixed assets because they 
were earning a lot of money. However, if the reverse was taking place, as we. 


‘consider it may in this particular company, we think it is sound Prange to try 


and anticipate the event. 

The CHAIRMAN: You would also run into some difficulty with the Department 
of National Revenue if you started advancing the fixed assets? , 

Mr. Turvinue: Yes. | 

Mr. Mutcu: This is simply an accelerated depreciation in the light of 
changing conditions? | 

Mr. Turvitte: No, Mr. Mutch, I would not call it an accelerated deprecia- 
tion because an accelerated depreciation usually applies where an industry is 
over-operative—when it is over-working itself—and therefore they depreciate” 
the assets more quickly than they would in normal trading. ee 

Mr. Mutcu: This is only a bookkeeping change? 

Mr. Turvitin: Yes, it does not affect the income account. 


Mr. Fuuron: No, but when you are considering capitalization in respect . 


_ to the funded debt of a concern, if you are taking this action when the indicated 


earnings or prospects are disadvantageous, why would you not also take into 
account the increased value of the assets? 
Mr. Turvitte: I do not agree that this affects the funded debt. The 
funded debt remains as it was. | 
59193—5 
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_ Mr. Fuitron: But when you are discussing capitalization and the proportion 
of interest-bearing debt with respect to capitalization, it seems to me that it is 
logical to: say that, if you write down or take into consideration increased 
amounts for poor prospects or conditions, similarly when you are considering 
the over-all capital condition you should take into account the increased value 
of the assets? 

Mr. Turvinte: You say, because the company has decided that it is proper 
to depreciate by an additional amount the value at which these vessels are 
carried, that it is an indication that the funded debt is not secure, or is not ss arat 
or has beer depleted? 

Mr. Futron: That is the question I would like to ask. 

Mr. Turviuie: No, it does not mean that at all. In this particular case it is 
guaranteed by the dominion government. : 

Mr. Browne: You have shown that accumulated deficit on page 8 of this 
report, and you also have it under liabilities? You have it in both sides of the 
account. 

i ' Mr. Turviuie: It is just the method of preparing a balance sheet. 

Mr: Browne: The $738,000 would be in the $4,000,000 odd? 

Mr. Turvintue: Yes. 

Mr. Browne: It is just a cross-entry? 

Mr. Turvitue: Yes, just a book entry for the additional depreciation for 
reserve. 

- Mr. Fuuron: In the last paragraph I notice for the year 1949, after payment 
of interest on bonds and government advances, there was a deficit of $460, 497; 
and it says, “which is payable by the eovernment and is so recorded in the 
balance sheet’’— 

Mr. Turviuue: Yes, that 1s why it is mentioned that way. 

Mr. Futron: I wonder if the minister would like to say something with 
regard to that? Does that mean that the government assumes this deficit in 
the same way as it does with respect to the Canadian National Railways 
system? 

Hon. Mr. Cuevrisr: I think I should say that the sovunntneid leaves the 
matter to the auditors. It is not a matter for the government to decide whether 
or not that is a proper way to do it. I think if the auditors of the Canadian 
National Steamships so recommend that is what we do. Pardon me, it has just 
been: pointed out to me that we vote the deficit in the House. 

Mr. Fuuron: You vote the deficit in the House? 

_ Hon. Mr. Cuevrigr: Yes just in the same way as it is voted for the railways. 

Mr. Brown: What vote would that be in? 

Hon. Mr. Cuevrier: It is in the vote for the Canadian National Steamships. 

Mr. Fuutron: And am I right in assuming that the situation is essentially 
similar to: that which was explained to us with respect to the Canadian National 
Railways, that you vote that deficit in the same way? 

Mr. Turvit1E: In exactly the same way as with the railways. 

Mr. Futton: Then, when there is a deficit, it is provided for in the 
estimates? } 

Mr. Turvitue: That is right. There was no deficit in last year’s budget. 

Hon. Mr. Cuevrigr: No, that is why it was brought in as a special vote in 


the further supplementary estimates which were brought down just the other 
day; they usually come down before the end of March. 
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The CHarrMaAN: Well, gentlemen, having concluded our work with respect. 
_ to this branch of our reference I can tell you that I would not like the oppor- 
tunity to pass of expressing our appreciation to Mr. Gordon, Mr. Dingle, 
Mr. Cooper— 

Mr. Turvitte: May I interrupt you a second, Mr. Chairman? I would 
very much like Mr. Gordon to take this seat while this speech is being made. 

Hon. Mr. Cuevrtsr: Hear, hear. 

The Cuatirman: Thank you, Mr. Turville. 

I would not like the opportunity to pass without expressing our appreciation 
to Mr. Gordon, Mr. Dingle, Mr. Cooper and all the officers and officials who 
have appeared before us, and who have been so co-operative and so helpful in 
regard to our inquiry. This also goes for our officers. And I should like to 
add how deeply I appreciate the co-operation of members of the committee. 
This is more or less a new task for me, and it. is very very helpful to have the 
co-operation which has been extended. 

In regard to the T.C.A., the officials have been requested to be present. on 
Monday. The suggestion has been made, as we are rather crowded in these 
quarters, that perhaps we should meet in a larger committee room. I should 
be very glad if members will express their views in that regard and let us know 
what their wishes are. I should remind you, however, that in the larger room 
the work of the committee would be much more difficult because it is difficult 
to hear what is going on. | 

_ Mr. Gorpon: Before the committee rises, Mr. Chairman, I would like to 
express on behalf of our officials and myself how much I appreciate the consider- 
ate manner in which this committee has treated all the witnesses who have 
appeared on behalf of the Canadian National Railways. For myself personally 
I appreciate particularly the kindly references that have been made to me in 
my new position. I do not suppose members of the committee realize how much 
of a nervous strain it is for any witness to appear before a parliamentary com- 
mittee, no matter how hard-boiled his reputation: might make him out to be; 
and I can say that coming before you even after a pretty intensive period of 
preparation I did so with considerable apprehension. However the manner in 
which you have treated me, both in regard to questions and the consideration . 
at all times accorded me, has turned the experience into one of positive enjoy- 
ment; I enjoyed it immensely. Thank you very much. 


The CHairMANn: Thank you, Mr. Gordon. 


—The committee adjourned to meet again on Monday, April 3, 1950, at 
11 a.m. 
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APPENDIX A 


OTTAWA, March 29, 1950. 
Mr. Hughes Cleaver, M.P., 
Chairman, Special Committee on 
Railways & Steamships, 
House of Commons, 
Ottawa. 


Dear Mr. Cleaver,— 
| -—Re: CU.N.R. Coal Purchases— 


In a Return tabled in the House on March 8th by the Minister of Transport 
in reply to enquiry I had made concerning quantity of coal purchased by the 
Canadian National Railways in the years 1947, 1948 and 1949, I asked among | 
other questions the following:— 

“What are the names of coal producers (a) Canadian (b) American”’. 
The reply given was ‘For competitive reasons it is not in the general interest to 
provide the names of individual suppliers”. 

On the same day on which the Return was made, the Estimates of the 
Department of Transport were being considered and I again raised this question. 
The Minister was good enough to suggest that I could bring this matter before 
the Committee. 

‘I would appreciate if you would be good enough to ask the Honourable 
Minister or the President of the Canadian National Railways to state the 
names, with addresses, of coal producers and quantities supplied in each: case. 


Yours very truly, 


Gordon B. Isnor, 
Member for Halifax. 


THE FOLLOWING CANADIAN PRODUCERS PROVIDED LOCOMOTIVE 
COAL FOR USE ON THE CANADIAN NATIONAL 
RAILWAYS DURING THE YEAR 1949. 


Dominion. Coal Company 
Acadia Coal Company 
Cumberland Railway & Coal Company 
Bras d’Or Coal Company 
Indian Cove Coal Company 
Inverness Coal Mine 
Intercolonial Coal Company 
Maritime Coal Railway & Power Company 
A. D. King ¥ 
Miramichi Lumber Company 
Brazeau Collieries ; 
Cadomin Coal Company , 
Luscar Coals Limited 
_. Mountain Park Coals Limited 
Coal Valley Mining Company 
Sterling Collieries 
Vancouver Island Coals Limited 
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APPENDIX B _ 
Mr. Chairman: 


This may be a case of doing the right thing at the wrong time, or the wrong 
thing at the right time, but whichever it is, I wish to thank you, Mr. Chairman 
and this Committee, for affording me the opportunity to do it, and if I transgress 
any of the traditions developed by past Committees, I trust I may be forgiven, 
first on account of my zeal to serve the people who sent me here, and secondly 
on account of being a new member with much to learn about procedure. 

I should like to make it clear to everyone here that I have no desire 
whatever to obstruct or delay the work of this Committee, or to pose questions 
that may be embarrassing to answer. At the same time, however, I do feel 
that a special duty and responsibility devolves upon me to represent directly 
to the top level management of the Canadian National Railways, as well as 
to the Minister of Transport, some of the general complaints that I and my 
colleagues have received from various parts of Newfoundland, and from my 
own riding in particular, with respect to the service given by the Canadian 
National Railways. | 

No single factor affects the economic and social life of my province more 
than the services of the Canadian National Railways. We are almost completely 
diependent upon it for transportation of passengers, freight and mail, and it also 
has a powerful influence upon our cost of living. The advantages that would: 
be derived from the Canadian National Railways system was one of the most 
powerful arguments in gaining support for confederation among our people, 
particularly the working classes. We were led to expect that cheaper freight 
rates, due to the application of the Maritime freight regulations, would materially 
reduce our cost of living, and at the same time our transportation system would 
be considerably improved, both with respect to speed and comfort. We have 
been disappointed on both these counts. I don’t want to give anyone the 
impression that we expect miracles to be performed overnight, but confederation 
took place almost a year ago and it is reasonable to assume that some plans 
are under consideration with a view to speeding up and improving our trans- 
portation service. We have not been given very much definite information 
concerning this matter, and the questions which I propose to table at this time 
are designed solely for the purpose of finding out just how much thought is being 
given at the top level to the special transportation problems that confront us 
in Newfoundland, and what plans are in process of development to meet our 
special requirements. . 

In my own riding there are some 45,000 people living in 200 settlements 
scattered along. the coastline of about 700 or 800 miles, who are entirely 
dependent upon the Canadian National Railways steamship and telegraph 
services for communication. The main service along this coast consists of one 
boat carrying mail, freight and passengers, which starts from a railway terminal 
at Argentia on the eastern end, andi proceeds westward to make communications 
again with the Newfoundland Railway line at Port aux Basques in the west 
and with the mainland at North Sydney. This is a regular ten day schedule 
each way, and longer when weather conditions are unfavorable. Recently an 
attempt was made to shorten the trip to a weekly schedule by running a second 
boat from Argentia as far as Pushthrough, about half way along the coast. 
There was general disappointment when it was impossible to extend this second 
ship also to Port aux Basques, but I have been informed by the local manage- 
ment that this is impossible unless they are provided with extra ships. When 
these ships now employed in the coastal service mentioned, were being operated 
by the Newfoundland Government, they were permitted to carry passengers 
far in excess of the complement for which they were registered. If the regula- 
tions under The Canada Shipping Act are enforced on these ships, then additional 
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ships must be required to maintain the present service without increasing the 
speed at all, otherwise a ship will be filled when leaving a terminal and it will 
not be possible to take on board those passengers who are waiting at inter- 
mediate points. It is most essential, Mr. Chairman, to reduce our cost of living 


that this service be speeded up. As it is now, the local merchant must order 


his supplies a month in advance and must keep a month’s stock on hand. 
Consequently, he is unable to take advantage of price fluctuations which a 
faster service would enable him to do. Another matter of great concern is that 
of the passenger fares charged on the coastal boat. As soon as the Canadian 
National Railways took over the management of the railway at the beginning 
of confederation, railway fares were cut almost in two, but no similar reduction 
took place on the coastal boat. ‘This resulted in a discrimination between one 
section of our working people, the fishermen, as compared with the workers 
who live on land. It does not seem fair to us that a primary producer, who 
produces a large portion of our provincial wealth, should be penalized for having 
to live in the only region where this wealth can be produced. The arguments 
given are that board and lodging are provided on the ship and included in the 
fare. If the service were speeded up, then this expense would be lessened and 
it should be possible to pass this saving along to the fisherman traveller in the 
form of a reduced fare.” The coastal service forms an integral part of the 
Canadian National Railways service in Newfoundland, which is in reality a 
public utility, and which we are told is operating at a deficit, and I cannot see 
why one section of the people should be granted the advantage of this deficit 
and the other section deprived of it. Some months ago, I understand that the 
railway employees received a large sum of money paid to them as a back bonus: 
or deferred payment, consequent to the taking over of the railway management. 
by Canadian National Railways. I am informed that these bonuses were not. 
paid to ships’ crews, sailors, officers, stewards and stewardesses employed im the 
coastal service. It is difficult to understand why this discrimination was made, 
as these people, although they worked on ships, were employees of the Newfound- 
land Government railway before confederation, and they are now employees of 
the Canadian National Railways, the same as those who work on the trains. 
One must assume, therefore, that they have exactly the same claim for consider- 
ation as railway employees and if this injustice has not already been remedied, 
I should like to plead with the President of the Canadian National Railways 
that he take immediate steps to have it corrected. I am somewhat concerned 
too, over the status of the captains and masters of our vessels in the coastal 
service. Formerly they were civil servants, but there is now some uncertainty 
regarding their status as employees of the Canadian National Railways. It 


~ must be remembered that the ship is the captain’s home, and in accordance with 


the traditions of the sea, captains were permitted once in a while to entertain 
guests on board ship in return for invitations extended to them on shore. 
I understand that under Canadian National Railways management they can 
do this now only at their own expense. There is not a finer breed of men any- 
where in the world than our Newfoundland captains. They are courteous and 
obliging, they are doing their job quietly and efficiently, they never let you 
down and they never abuse privileges, and we are naturally anxious that they 
retain all the privileges that they enjoyed prior to confederation. 

I should like to refer once again to the need for decent terminal facilities: 
at Lewisburg. This port is in use every year without exception from two to: 
eight weeks, and surely it is not too much to request that a decent waiting room 
be erected there, with a cafeteria and washrooms for the comfort of passengers. 
when they are forced to disembark from the ship, and that a decent bus service, 
or some other means of transportation, be provided to take them to the train: 
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at Sydney. Perhaps this is not the responsibility of the Canadian National 
Railways, but if not it is somebody’s responsibility and I intend to pursue this 
matter until some definite action is taken. / | 
Before leaving the subject of shipping, I should like to say one word with 
reference to the dry-dock at St. John’s. If there is one place in Newfoundland 
where the advantages of confederation are counterbalanced by disadvantages, 
then that place is St. John’s. It is therefore vital that any natural asset that 
St. John’s may enjoy should be developed to the fullest extent in the interest 
and welfare of the people who live there. St. John’s possesses one of the finest 
natural harbors in the world, and we should .like to see the dry-dock there 
improved and expanded to provide additional employment by taking care of 
those disabled ships which now have to pass our harbor to be repaired in 
some other dock. . 

_ With respect to the railway service itself, there is a general complaint that 
express parcels and second class mail, such as newspapers, parcel post, etc., are 
transported by freight train, in some cases by a slow freight. This is borne 
out by the dates on our St. John’s newspapers available in our Reading Room. 
On the 20th of March the latest paper available was dated March 9th. Merch- 
ants along the railway line complain that they never know when to expect 
deliveries routed by express, and perishable goods are often spoiled because of the 
slowness in delivery. This again enters into our cost of living and works a 
hardship on our people, as described in connection with the coastal service. Be- 
fore leaving the railway service, I should like also to bring to the attention of | 
Canadian National Railways management the need*for additional hotel accom- 
modation, both at St. John’s and at Port aux Basques, and we are naturally 
anxious to know what plans are being developed to meet this need. 

I turn now to the Canadian National telegraph system. I understand that 
in some provinces where communities are isolated, as in Newfoundland, they 
are connected with a system of telephone and telegraph lines, which are admin- 
istered by the Department of Transport, while the lines that are more or less 
remunerative are operated by Canadian National Telegraphs. Nobody has been 
able to explain to me yet why this was not done in the case of Newfoundland, as 
most of our telegraph lines come within that category, and there is urgent need 
of additional lines and telephones as a public utility to offset the disadvantages 
of isolation. Of the 200 communities in my riding, only about 30 are connected 
by road, and the rest are connected only by sea. If a doctor is needed or it is 
necessary to send a telegram, they’ have to launch a boat and row to the nearest 
settlement, and very often weather conditions prevent them from doing this for 
days at a time. Similarly, when the fisherman arrives in from the banks, he 
has no way of communicating to his family that he is well, or inquiring about 
their welfare. I have numerous petitions from communities in my tiding request- 
ing a telephone or telegraph connection, and in some cases so great is the need 
that they have offered to cut the poles and maintain the lines themselves, 
without remuneration. I have had several discussions with officials of Canadian 
National Telegraphs concerning this matter, but have never been able to get 
a definite commitment and if Canadian National Telegraphs are not prepared 
_ to provide these facilities, I don’t see why they ever took them over. It would 
seem more regular and more proper to have left these under the administration 
of the Department of Transport, as I understand is done in other provinces. 


With respect to the telegraph operators, it should be understood that 
before confederation they were civil servants and enjoyed certain privileges, 
such as: 


(a) Pension rights, 
(6) Annual leave with pay, 
(c) Pay during illness for a specified period, and 
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> (d) Relief operators were supplied when necessary for annual leave, etc., 

by the Newfoundland Government, without any cost whatever to the 
operator being relieved. 


It was understood that these would be protected under confederation since 


_ the terms of union were supposed to guarantee that no civil servant would 


find himself placed at a disadvantage due to confederation. Since confederation, © 
however, they seem to have lost their civil service status: altogether. There is 
some doubt and uncertainty with respect to their pension rights, and the basis 
on which it will be calculated if granted. They have definitely been deprived 
of pay during sickness, and relief operators are no longer supplied free of 
charge. If an operator wants to take a holiday he must first of all find 
someone to relieve him, pay, during sickness and leave, his travelling expenses 
back and forth, pay his board and lodging, as well as his wages. With prices 
prevailing in Newfoundland, the result is that they are prevented from -taking 
annual leave altogether, because they cannot afford it. 

In making these observations, Mr. Chairman, I wish it to be clearly 
understood that I do not imply any criticism whatever of the Manager of the 
Canadian National Railways at St. John’s in Newfoundland, or of any of his 
officials. They are doing a wonderful job in the face of stupendous difficulties, 
but they seem to be placed in the position of being forced to make bricks without 
straw. 

Hither the top management of the Canadian National Railways are not 
sufficiently conversant with the nature of the problems and difficulties and the 
special requirements that are needed to effect an improvement, or else they are 
not sufficiently sympathetic. We all know that re-organization and improve- 
ment take time, but a year has already passed and the conditions described 
above have not béen alleviated, and it is necessary to start at once in order 
to achieve improvement in two or three years time. It is for the express purpose 
of bringing to the attention of the Minister of Transport and the top management 
of Canadian National Railways the special needs and requirements of our 
Newfoundland Province, as well as to ascertain what progress has already 
been made in meeting these requirements, that I now table the attached 
questions. 

I should like once again to express my thanks for this opportunity and I 
apologize for trespassing so much on your time and patience. 


Thank you. 


NEWFOUNDLAND RAILWAY 


1. (a) What proportion of $5-8 million revenue is derived from passenger 
fares? 

(6) How many passengers were carried? 

2. If possible, would ‘C.N.R. furnish a breakdown of revenue and expenditure 


_ for each 'C.N.R. coastal boat? 


3. Has C.N.R. (Nfld.) requested additional ships for coastal service? If SO, 
how many and for which part: of coastal operations? 

4. Are arrangements being made to provide the ships requested or required? 

5. What plans are under consideration to improve the coastal service gen- 
erally and the S.W. Coast service in particular? 

6. Since C.N.R. coastal service is an integral part of Nfld. communication 
system, and since coastal regions are entirely dependent upon C.N.R. ships for 
passenger, freight and mail service, why were passenger fares on boats not 
reduced to a parity with reduction in train fares? 


y 
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7. Is any consideration being given to the possible reduction of steamship 
fares? 3 
__ 8. Do regulations of the Board of Transport Commissioners and Canadian : 
Bnopine Act now apply to Nfld. generally and to coastal boats operated by 

9. Is C.N.R. aware of the fact that rigid enforcement of these regulations 
will necessitate additional ships to maintain the same standard of service given 
by Nfld. Government before Confederation when coastal boats were permitted. 
to carry passengers in excess of the number for which they were registered? 

10. Is any provision being made to provide for this contingency? 

11. Have bonuses and deferred payments been made to crews including 
stewards and stewardesses on 'C.N.R. coastal boats the same as was paid to 
railway employees? If not, what is the reason for the delay? Will these 
payments be made in the future and how soon? ; 

12. Do the Captains of 'C.N.R. coastal boats enjoy civil servant status, as 
when employed by Nfld. Govt. or has their status been changed? And to what 
extent? 

13. Do Captains and Masters of C.N.R. boats enjoy their former privileges 
of entertaining guests on board ships at Government expense? 

14. Is it C.N.R. practice to notify the Captain and Master, first, when 
members of the ship’s crew are transferred from one ship to another, i.e., is the 
transfer made through the Captain or communicated direct from C.N. office 
to member of crew? : 

15. Is it proposed to expand the drydock facilities at St. John’s? If so, 
when and to what extent? © | 

16. Is CN.R. under any responsibility to provide terminal facilities at, 
Louisburg? If not, upon whom does this responsibility rest? . 

17. What class of trains are used by 'C.N.R. to transport express parcels, 
second class mail, newspapers and parcels post? 

18. Has C.N.R. received any representations re layoff of employees at 
Port aux Basques? What action has been taken or is proposed to ‘be: taken 
in this matter? 

19. What is the present position with respect to the application of the. 
Maritime freight rates to Newfoundland? 

20. Have express rates increased since Confederation and by how much? 

21. (a) Has any consideration been given to the elimination of Notre Dame. 

Junction by including Lewisporte on the main line? 

(6) With what result? 


Notr.—Lewisporte is an important rail head and shipping centre for Notre 
Dame Bay. ? | 


{ 


RADIO—TELEPHONE—TELEGRAPHS—ETC. 


1. Does C.N.R. plan to operate the radio telephone circuits installed by 
Nfld. Government at the larger centres along the South Coast from Ramea to. 
Grand Bank? 

2. If not, will these circuits be operated by Department of Transport and 
when will they be put in operation? 

3. Why did C.N.T, take over all telegraph and telephone lines in New- 
foundland when in other provinces similar lines between isolated settlements are 
operated by the Department of Transport? 

4. What plans have been formulated or in process of formulation by C.N.T. 
to expand and improve telegraph and telephone facilities in Newfoundland? 

5. If no such plans are contemplated or under. consideration will the. 
Department of Transport take over the administration of those telephone and 
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telegraph lines which have insufficient traffic to put them on paying basis but 
which, in view of their isolated location, nevertheless constitute an essential 
public utility as the only means of outside communication? 

6. On what basis are C.N.T. telegraph offices classified? 

7. What is the present status of those C.N.T. employees who were New- 
foundland civil servants at the time of ‘Confederation and who are now employed 
in the different classes of C.N.T. offices in Newfoundland? 

8. Since the terms of Union are supposed to safeguard the status, rights and 
privileges of former civil servants, so that no civil servant would suffer a dis- 
advantage because of Confederation, what is the present position of the 
employees referred to in No. 7 above with respect to those privileges enjoyed 
as civil servants of the Newfoundland Government, i.e.: 3 

(a) Status ; 

(6) Pension rights 

(c) Sick leave with pay 

(d) Annual leave with pay 

(e) Wages. board and travelling expenses of relief operators (which were 

supplied free by Newfoundland Government.) 

9. On what basis will pensions of employees referred to in No. 7 and No. 8 
above be calculated? | 
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MINUTES OF Sage ae 


: Monpay, April 3, 1950. — : 


The Sessional Committee on Railways and Shipping Owned, Operated and 
_ Controlled by the Government met at 11 o’clock a.m., the Chairman, Mr. Hughes | 
_ Cleaver, presiding. prope 
Members present: Messrs. Carter, Cavers, Drew, Follwell, Fraser, Fulton, __ ; 
_ George, Gillis, "Hatfield, Healy, Helme, James, Knicht, Macdonald ( Edmonton aoe 

_ East), McCulloch, Match, Pouliot. mage 


In attendance: Rt. Hon. C. D. Howe, Mimister of Trade and Commerce; 
_ Mr. G. R. McGregor, President, Trans-Canada Air Lines; Commander C. P. 
_ Edwards, Deputy Minister for Aur, Department of Transport; Air Vice-Marshal =e 
A. T. Cowley, Director of Air Services, Department of Transport; W.S. Harvey,  — 

_ General Auditor, Trans-Canada Air Lines. 


; Mr. MeGregor was called, read the annual report of Trans-Canada Air Ma 
Limes for the year 1949 and was questioned thereon. 


Mr. Drew moved that the witness be authorized by this Committee to answer a Dae 
_ Questions im regard to the salaries of officials of Trans-Canada Air Lines. SS 2 


After discussion, It was agreed that consideration of the said motion be ms fat 
- deferred until the afternoon s sitting of the Committee. ¢ 


=~ Mr. Drew moved that the witness be authorized to give the Committee j 
_ details of the contracts for the carriage of newspapers. Bef ne 
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: After discussion, it was agreed that consideration of the said motion be ee et 
_ deferred until the afternoon sitting of the Committee. St 


At 1 o'clock p.m. the Committee adjourned until 4 o’clock p.m. this day. — ee 26 


“ce hisai ames SITTING 
The Committee resumed nat 4 o'clock p.m., the Chairman, Mr. a tS te 
_ presiding. . | : ~ 7 
_ Members present: Messrs. Bourget, Carter, Cavers, Chevrier, Cleaver, Drew. eo 


_ Fraser, Fulton, George, Gillis, Hatfield, Healy, Helme, Howe, James, Knight, ae 
Macdonald ( Edmonton East), McCulloch, Mutch. . 


Consideration was resumed of Mr. Drew’s ee that the witness be 


A fad 
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authorized by this Committee to answer questions im regard to the salaries of ~ . 
_ officials of Trans-Canada Air Lines. <n 

ae 
_ After discussion, and the question having been put on the said motion, t * 
was negatived. ay 


; Consideration was then resumed of Mr. Drew’s motion that the witness tae : 
authorized to give the Committee details of the contracts for the carriage of oe 


_ Rewspapers. 


- 
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After discussion, by leave of the Committee, the said motion was withdrawn. a 
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Mr. George moved that the Committee sit at 8 o’clock this day. 
“And the question having been put on the said motion, it was agreed to. 


Mr. McGregor tabled a breakdown of operating revenues and expenses of 
Trans-Canada Air Lines for the years 1948 and 1949, which is printed as 
Appendix A to this day’s minutes of proceedings and evidence. 


Examination of Mr. McGregor was continued. 


At 6 o'clock p.m. the Committee adjourned until 8 o’clock p.m. this day. | 


EVENING SITTING 


The Committee resumed at 8 o’clock p.m., the Chairman, Mr. Cleaver, 
presiding. 
Members present: Messrs. Bourget, Carter, Cavers, Cleaver, Drew, Fraser, 


Fulton, George, Gillis, Hatfield, Healy, Helme, Howe, James, Knight, Macdonald 
(Edmonton East), McCulloch, McLure, Mutch, Pouliot. 


The Committee resumed consideration of the annual report of Trans-Canada 
Air Lines for the year 1949. 


s 


Examination of Mr. McGregor was continued. 


At 10.50 o’clock p.m., the Committee adjourned until Tuesday, April 4, at 11 
o’clock a.m. — 


A. L. BURGESS, 
Clerk of the Committee. . 


MINUTES OF EVIDENCE 


House or Commons, April 3, 1950. 


The Sessional Committee on Railways and Shipping met, this day at 
11.00 a.m. The Chairman, Mr. Hughes Cleaver, presided. 

The CHarrMAN: Gentlemen, we have a quorum. We have before us today 
for consideration the annual report of Trans-Canada Air Lines and the auditor’s 
report. 

3 We have in attendance on the committee the Right Honourable C. D. Howe, 
Minister of Trade and Commerce; Mr. G. R. McGregor, President, Trans-Canada, 


Air Lines; Air Vice Marshal A. T. Cowley, Chief of Air Service; Commander 


C. P. Edwards, Deputy Minister of Transport (Air); and Mr. W. S. Harvey, 
General Auditor, T.C.A. I believe the customary practice is to ask the president, 
of Trans-Canada Air Lines to either read the report or to make a statement. 
What is your pleasure, gentlemen? : 

Mr. McGrecor: I will do whichever the committee prefer. If there has not 
been an opportunity to read the report perhaps I should do so now. 


The Cuairman: The report is a very long one, and unless the members wish 


- it read in total, shall we dispense? 


Mr. Drew: I think it is customary to read it and put it on the record. 


Mr. G. R. McGrecor: (President, Trans-Canada Air Lines): The report is 
dated at Montreal— ) 


TRANS-CANADA AIR LINES 
| Monrreat, March 7, 1950. 


To the Right Honourable, 
_ the Minister of Trade and Commerce, Ottawa. 


» Sir: 


The Board of Directors submit the Annual Report of the Trans-Canada Air 


- Lines system for the calendar year 1949. 


In 1949 Canada was provided with a higher standard and greater volume of 
air service than ever before. For Trans-Canada Air Lines it was a period of 


- intensive operations and organization. It was a year in which the concentrated 


_ effort of a well trained and experienced employee body set many new records in 


1 


air transportation. 
The financial results for the year reflect the effects of heavy seasonal fluctua- 


_ tions in traffic and the rising costs prevalent in the industry. 


a 
; 


t 


The number of passengers carried on the entire T.C.A. system increased by 


_ 21% over last year’s figures and the ton mile volume of air cargo and air express 
_ exceeded the previous year’s by 50%. The greatly increased amount of work 


_ done by the airline in 1949 was accomplished without alteration in the size of. 


ne Le 


7 


= 
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the fleet and with a negligible increase in staff. 

Emphasis was placed on a training program for ground personnel which 
brought about marked improvement in the quality of airline service provided the 
travelling public. Improved reservations procedures and teletype communica- 
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tions simplified and speeded up the allotment of passenger accommodation. A 
central space control office, considered in the industry to be the most efficient in 
North America, was opened in Toronto. 

Perhaps the outstanding accomplishment of the year was the. attainment of 
an extremely high level of “on time” performance. More than 100 flights were 
planned daily and during several months more than 90% of these arrived within 
30 minutes of schedule. In 1949, 84% of all flights departed on time, peak per- | 
formance being attained in August when 91% of the 6,380 departures in that 
month were made on time. 97% of all scheduled flight mileage was completed. 

There were no major changes in the Company’s route structure, but main- -line 
North Star service was extended to more communities in Canada, and Barbados 
was included as a traffic stop on’ the route to Bermuda and the Island of Trini-- 
dad. Stephenville became a stop on the route between Sydney pas St. John’s, 
thus providing additional service to Newfoundland. 

Tariffs designed to make airline transportation available to more people and 
at the same time stimulate traffic during the off-season period were instituted. 
A family fare plan was introduced which, during certain periods of the week, 
provided exceedingly low cost air transportation for family groups. A special 
rate for commercial travellers was also part of this program. 

A bi-lateral agreement negotiated between Canada and the United States 
in June provided for operations by a Canadian airline between Montreal and.New 
York City and into Florida. These routes would have been valuable additions 
to T.C.A.’s service pattern had it been possible to implement them in 1949. At 
the year end the New York-Montreal licence application was still delayed by 
US. litigation and the Florida licence was still before the U.S. Civil Aeronautics 
Board. It is hoped that operations over these routes will, in subsequent years, 
provide the Company with a greater north-south traffic potential, thus alleviating 
the low traffic periods on the east-west routes now being encountered during the 
winter months. : 

T.C.A. continued the general carriage of firstvclass mail by air in 1949. 
This resulted in a volume of traffic almost half as large again as that of the 
previous year. It is scarcely possible to overstate the importance of this air car- 
riage of mail in terms of time and money saved by Canadian business. The 
compensation paid to the Company by the Post Office Department remained 
throughout the year at the figure which had been tentatively established at the 
time first-class “all up” mail was inaugurated. _ 

Mr. James: What does that term mean, “all up”? 

Mr. McGrecor: “All up” is the term applied to any first-class mail carrying 
no surcharge postage which is flown by air. 

_ The Cuairman: I wonder if members would be good enough to make a note 
of their questions and allow the president of T.C.A. to read his report without 
interruptions. Carry on, Mr. McGregor. 

Mr. McGrecor: Thank you. Economies were effected by some internal 
re-organization. In November, the number of heavy maintenance check 
centres was reduced from 3 to 2. This did not influence the frequency of main- 
tenance checks but produced economies through the consolidation of equipment 
and staff. Completion of the new International Aviation Building at Montreal 
enabled the Company to centralize its headquarters at this location. This move 
made for greater efficiency and closer co-operation between all departments and 
ereatly reduced the amount of time and money previously spent on staff travel. 
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DETAIL 


'TRANS-CANADA AIR LINES—NORTH AMERICAN SERVICES 


Financial Review 
The following is a concise tabulated of 1949 operating results compared 
with those of 1948: 


Increase 


1949 1948 Amount - Per Cent 

Operating BLES CUBES ow ele ratte yes ss | che Whee —- $26,523,969 $20,866,936 $5,657,033 © v: 
Operating Expenses Excluding Depreciation 24,605,301 19,249,971 DF 800,800.0.0 28 
Surplus of Revenues Over Operating 

Expenses Before Depreciation and 

COT eA er re OC BRM yi her NWR eae akc $ 1,918,668 $ 1,616,965 
Depreciation ........2. Mange teteuaie hogar a Sue 2,867,427 2,374,085 493.342 21 
Operating Loss After Depreciation ...... $ 948,759 $ 757,120 
Interest on Capital Invested AP a Se sker ¢ 470,685 425,902 44.783 10 
PDC GUE teas bul hes.o's SA ues ooo WEA CALS eed ou Ware (GAY $ 1,419,444 $ 8,183,022 

ea Siok MRM, AIT 


Passenger revenue totalled $19,460,395, increasing by $4,590,817 or 31%: 
Mail revenue amounted to $5,400,000, an increase of $751,225 or 16%. Com- 
modity revenues rose by $241,628 or 32%. Revenues from Sales and Services 
increased by $35,840 or 10%. Other revenues increased by $37,524 or 17%. 
Passenger revenue contributed 73% of the total, mail revenue 20% and cargo 
revenue 4%. 

Payroll chargeable to operating expenses rose by $2,384,584 in 1949 under 
the impact of the rising cost of living. Higher price levels were responsible for 
additional expense in the purchase of the airline’s materials and supplies. 

The use of the North Star fleet during the full year as compared with its six 
months of operation in 1948 was responsible for much higher charges for main- 
tenance and for fuel consumption. 

Similarly, operating expenses in 1949 carried North Star depreciation 
charges for the full twelve months on the whole fleet, with the result that these un- 


controllable charges rose by $493,342 in domestic operations. 


Other expense increases amounting to $496,790 were associated -with the 
handling of the much greater volume of passenger and cargo traffic and the 
intensified sales campaign. Onach 

In considering these financial results, it should be borne in mind that 
Canadian airlines are placed at a severe disadvantage by the weight of customs 
duty and sales tax which they must pay on equipment and materials imported 
from the United States. On the average, T.C.A. spends 30% more for such 
items than do its United States conterparts. 

It is, perhaps, worth while to note that in 1949 T.C.A. returned to the 
Governement of Canada and its agencies in the form of customs duties, sales 
taxes, interest charges, property rentals and landing fees, approximately 
$3,000,000. 

OPERATIONS AND TRAFFIC REVIEW 


Public use of T.C.A.’s domestic services reached record levels in 1949. 
There was sustained growth of passenger, mail and commodity traffic, due 
largely to improved operating performance. | 


Per cent 

1949 ‘1948 Increase 
Revenue Miles Flown ........ he Pa Pape BaP Cl asda Ae le A 16,364,733 15,270,649 “4 
Revenue Passengers Carried .......0.. 0600S cuccee ces 648,574 532,555 22 


Mail Ton Miles ....... AER ee Tae Chae ace TEL PAE 3,403,810 2,294,088 48 
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Per cent 


; 1949 1948 Increase 
Aireargo Ton Miles: 0.00. ue eek ence eens Sis ~ 1,053,996 704,831: © © 50 
Air Express Ton Miles .......... BH ARIAS wha re aa 884,112 708,151 25 
Revenue Passenger Mules ........ ain inital pans 310,699,767 249,575,544 24 
ON ELTA IE oO Ake LIOR 5/5 Bk cleats pies hla termite (phic ie. /ahaoa te) ai iate le 459,842,123 367,455,955 25 
Available’ Ton Miles. b.0 ek lees ele el ee oe ree aie 63,449,171 48,800,587 30 
Pee Ve oF OR ML FICS hie. eae EN a als & ole leew a ew et aes 35,843,949 28,195,275 | a7 


Service Development 


In 1949 T.C.A. emphasized the further improvement of transportation 
services already established. It was the Company’s aim to ensure that with a 
strong network of national air routes the quality of airline performance should 
be of the highest standard. 

T.C.A. made comparatively few route extensions during the year, but there 
was a development of importance on May 1 when a third daily transcontinental 
North Star service began between Montreal and Vancouver. This additional 
flight was routed through Edmonton and Saskatoon, bringing service with four- 
engine aircraft to those communities for the first time. The North Stars replaced 
DC-8s previously used on the route between Edmonton, Saskatoon and. Winni- 
peg. In effect, T.C.A.’s transcontinental North Star operation now divides into 
two main lines, together taking service to a wide area in Western Canada. 
Passenger Traffic 

Improved service standards, certain favourable fare considerations and a 
very active sales campaign combined in 1949 to attract passengers to the airline 
in unprecedented numbers. 

In spite of rising prices, there was no increase in the cost of air transporta- 
tion in Canada. T.C.A. took advantage of the elimination of the 15% trans- 
portation tax in April to increase revenues without penalty to the travelling 
public. At the same time, the Company introduced special fare reductions and 
discounts which brought about an overall decrease in the cost of air travel to 
Canadians from 1948 fares. 

The quality of T.C.A. passenger service was raised by the introduction of 
pre-cooked frozen foods., T.C.A. has pioneered this new form of transport 
catering in Canada with resultant improvement in meal service and economies 
to the airline through the elimination of waste. 

A basic problem of the airline continued to be the heavy seasonal fluctua- 
tions in demand for air transportation. Since a very high proportion of expense 
remains fixed throughout the year, it is not possible to reduce operating expenses 
commensurately with the fall, winter and spring reduction of work loads. The 
‘energies of T-C.A. were and will continue to be devoted to the alleviation of 
this unsatisfactory condition. 


Mau Traffic 


The mail ton mileage was 48% greater in 1949 than in the previous year, 
but “all up” mail was carried during only six months of 1948. The average 
monthly volume of mail was considerably larger'in the closing months of 1949 
than was the case in 1948. 

Although the interim financial arrangement calling for the monthly payment 
of $450,000 by the Post Office for this service was to expire on March 31, 1949, 
negotiations with that Department for a new and permanent basis of mail pay, 
related to the much greater scale of transport work now being done, had not 
been concluded at the year’s end. : 
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Catiag Traffic 

The development of commodity transport, es eed impetus in 1948 
with the inauguration of an air cargo service, proceeded: actively throughout 
1949. Special attention was given to the shipment of perishables by air. 

There was no increase of express charges, while new commodity rates 
effected reductions in the air cargo tariff. 


Property and Equipment 

There was no change in the size of the T.C.A. fleet in 1949. It consisted 
of 20 North Stars and 27 Douglas DC-3s. The division of the former between 
domestic and overseas operations was roughly equal during the year. Some 
adjustments were made to meet seasonal traffic conditions. 

The last of the Lockheed Lodestars were sold. 

The Company increased the seating capacity of three DC-3 aircraft from 
21 to 28 passengers and put these into service on the short Pacific Coast route 
between Vancouver, Victoria and Seattle. 

The flight performance of the Company’s North Star fleet was very satis- 
factory. The operating record of these aircraft, achieving as they did the best 
schedule performance in the airline’s history, speaks for itself. The Canadian- 
built North Star has made its way in the competitive manufacturers’ market 
and is now flying on many of the major air routes of the world. 

There were few important changes in ground installations in 1949, as the 
airline continued to keep watch on its capital expenditures. 

In February, T.C.A. removed its staff from Penticton in consequence of 
the exclusive use of North Star aircraft across the Rockies. 


Routes 
At December 31, 1949, Trans-Canada Air Lines was providing service for 


pessenger, mail and commodity traffic over nation-wide routes totalling 8,085 
miles. This was an increase of 173 miles or 2% over 1948. The route map on 


. pages 12 and 13 shows the comprehensive nature of the Company’s operations. 


Airway Facilities 

The airline and the Department of Transport continued in 1949 to work 
in close co-operation in the development of Canada’s airports and airways. 
The harmony which prevails in Canada between the operating airlines and the 
department of government responsible for these matters has produced a good 
basic structure of aeronautical facilities and one that is improving as develop- 
ment funds become available. 

Important runway construction took place at Calgary, the Lakehead and 


- Toronto, improving the airline’s ability to provide scheduled service. 


5 
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Another aid to service reliability was the installation of instrument baneiie 
equipment at more Canadian airports. This program has now reached a point 
where it can substantially reduce air transport’s dependence upon weather. With 
the aid of I.L.S. a T.C.A. pilot can guide his aircraft down a slanting radio beam 
to the runway under unfavourable weather conditions. 

T.C.A. completed the installation of very high frequency ground radio units 
at all its stations. This ensures static-free communication at all times between 


: the Company’s pilots and the ground staff. 
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- ‘TRANS-CANADA AIR LINES (ATLANTIC) LIMITED 


Financial Review | 
There follows a tabulation of the year’s financial results: 
Increase or Decrease 


1949 1948* Amount Per Cent. 

Operating Revenues v2 i, den Poe beak alee likes a's $10,222,387 $10,861,110 $638,723 6 
Operating Expenses Excluding : 

MIEDECCIATION Hs ase cera WN turer ai Gta), 11,602,386 11,126,487 475,949 4, 
Deficit of Revenues to Operating Expenses ; 

Before Depreciation and Interest .......... $ 1,879,999 °$ '. 265,827 
BCT OTS EDGE sie, kee ae aio! Oe ae ene iar hie Whare ly 1,227,369 1,244,407 17,038 1 
Operating Loss After Depreciation .......... $ 2,607,868 §$ 1,509,734 
interest on: Capital Invested i.) Ye ar ee oe 290,781 240,484 50,297 21 
DIO RCL AN ren Coca belt ak ae Ue Bho Budd a wetaks ~ $§ 2,898,149 $ 1,750,218 


*The Company’s operations to Bermuda and to the Caribbean did not begin until May 1 and’ 
December 2, 1948 respectively. 


Passenger traffic on scheduled services contributed $7,095,687 in revenue, 
increasing by $324,040 or 5 per cent. Mail revenue totalled $1,178,653, an 
increase of $68,922 or 6 per cent. Cargo revenues rose sharply to $792,243, an 
increase of $278,026 or 54 percent. Revenues from Sales and Services decreased 
by $56,127 or 20 percent. Revenue from non-scheduled transport services 
declined by 58 per cent from $2,085,463 in 1948. Passenger revenue contrihuted 
69 per cent of the total, mail revenue 12 per cent and cargo revenue 8 per cent. 

The overseas services suffered from the same factors as domestic operations; 
payroll chargeable to operating expenses increased by $215,341 and there was a 
considerable increase in the price of materials and supplies. 

The rapid growth of passenger traffic which did a good deal to compensate 
for the increased cost of domestic flying, was not present to the same degree on 
overseas routes and the Caribbean and Bermuda services remained in the develop- 
ment stage insofar as traffic is concerned. Energetic sales promotion of these 
new southern operations has shown promising results but during the early portion 
of 1949 they suffered the revenue penalties of such fresh enterprises. 

North Atlantic revenues were weakened by the termination in March of 
the large scale immigrant transport that TCA had conducted under contract with 
the Dominion and Ontario Governments. In 1949, there was $1,210,447 less 
passenger revenue from chartered flights than in 1948. 5 

The overseas transport services continued to stimulate Canada’s international 
commerce. . 


Operations and Traffic Review 


Comparison of TCA’s combined North Atlantic, Bermuda and Caribbean — 
flying in 1949 and 1948 is as follows: 


Per Cent Incréase- 


1949 1948 or Decrease 
Reveniie. Miles! HlOWwN. si aaihvew we babes wee sh 4 4.158,523 4,671,120 1 
Revenue Passengers Carried .........ccecececcie 36,512 32,821 1] 
POP EMOT WINTER ik crcl. Ot Mota Oteas suede Se L oe MP oh 404,903 369,534 10 
rOMEmOulte TOM. Niiled ... UN Nie amu hee ty sees 1,577,987 941,270 68 
Revenue, Passenger’ Miles’ 220.00 heed. do ee. 95,711,824 100,536,167 5 
Pee Co PAG, WLILOR, sc os cae) i diede aia ius 6 fe cones a & 149,858,970 148,485,150 1 
Avatiaple. "Lon Miles oo. 20s. Fe ac ae ba oe oaks 20,759,697 18,757,933 lI 
Revenue (‘Ton Miles sci! in Se enka ene od 13,071,361 12,916,969 1 


Service Development 


On the North Atlantic route between Canada and the British Isles, TCA 
maintained an operational frequency of two round trips daily during the summer 
season, this being reduced considerably during the spring and winter months. In 
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all, the airline made 996 scheduled and unscheduled trans-Atlantic crossings, 
somewhat fewer than in 1948 when there were 175 westbound charter flights for 
immigrant transport. 

In December, Stephenville Airport in Newfoundland became available as a 
planned alternate to Gander on international operations, provision for this 
having been made in Canada’s new air transport agreement with the United 
States. | : 

_A revised routing pattern was applied to Caribbean operations on June 1, 
when Bermuda flights were extended to Trinidad and service was withdrawn 
between the latter island and Jamaica. This had the effect of offering improved 
service to Trinidad by reducing the flight time from Canada by over 3 hours. 
As TCA does not have inter-island rights between Jamaica and Trinidad there 
was no loss of revenue potential. : 

On December 2, service was begun to Barbados on the Bermuda-Trinidad 
route. 


Passenger Traffic 


Westbound traffic on the North Atlantic was again greater than in the 
opposite direction, although eastbound travel was up:slightly from 1948. 

Extreme seasonal fluctuation in North Atlantic air traffic was again evident 
and TCA, acting in common with other operators, endeavoured to combat this 
ia 60-day winter excursion fares based on the normal one-way fare and a 
third. | 

Currency devaluation obliged the airline in September to increase its inter- 
national fares to the sterling area by approximately 10 per cent and those quoted 
in sterling from the sterling area to Canada by approximately 20 per cent. 

_ The economic problems arising from the currency situation almost put a 
halt to air travel originating in Bermuda and the British Caribbean for Canadian 
destinations, although TCA did carry a good volume of traffic on its through 
service between those islands and the United Kingdom. During 1949 a total of 
11,611 persons travelled on Bermuda and Caribbean flights. 

The new pre-cooked frozen meals were introduced also on the overseas 
services and met with favourable passenger response. 


Mail Traffic 


There was some increase in the volume of North Atlantic air mail carried 
by T.C.A., but the southern services produced very little such traffic. 


Commodity.Traffic 


T.C.A.’s overseas commodity traffic was very much heavier in 1949. In 
April, the previous air express and air freight services were united in a single 
air cargo service that developed steadily on the North Atlantic until, by the 
winter months, it was producing a sizeable proportion of total revenue. West- 
bound traffic was particulary heavy, reflecting the drive of British export 
business. 


The same was not, unfortunately, true of the Bermuda and Caribbean — 
services. The present dislocation of Canadian-West Indian trade reduced air 
cargo loads to a very low level. 


Currency devaluation also affected T.C.A.’s North Atlantic cargo rates, In 


- September, these’ were raised by 10 per cent for shipments from Canada to the 


sterling area and by 20 per cent in sterling from the sterling area to Canada. 
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Property and Equipment 

The assignment of North Star aircraft to the overseas services varied from 
11 early in the year to 9 in the closing months. As was the case on domestic 
routes, these aircraft performed well, comparing favourably with other types 
in general international use. 

T.C.A. converted to military specifications and returned to the Royal 
Canadian Air Force the five unpressurized North Star M1 aircraft that had 
been loaned by the Government for earlier use on the North Atlantic service. 

In September, the Company moved its London Traffic Office to larger 
accommodation at 27 Pall Mall. 3 


Routes 


T.C.A.’s overseas routes now total 8,303 miles, reaching to England, Scotland, 
Ireland, Bermuda, The Bahamas, Jamaica, Barbados and Trinidad. 


GENERAL 


Organization 

In August, Mr. Geo. Herring, who for twelve years had tonaarad valuable 
service to the airline, resigned from the Board of Directors. He was succeeded 
by Mr ROA C. Henry, previously Chairman of the Canadian Air Transport 
Board. 


Personnel 

There was little change in the size of T.C.A.’s staff, employees numbering 
5,137 at year end, as compared with 5,084 at December 31, 1948. This was in 
marked contrast with the 21 per cent increase in system passenger traffic, 43 
per cent in mail traffic and 50 per cent in commodity traffic. Reflected in those 
figures is the higher efficiency resulting from growing experience of staff. 


Financial—Reserves 


In 1949 the Company repaid in full the loan of $1,500,000 advanced by the 
Canadian National Railways to meet capital expenditures: 

The Company’s self-insurance fund increased by $545,908 during the year 
and now totals $3,659,708. In August, there was a discontinuance of hull, 
. passenger and public liability accruals for North American services, the fund 
having reached the desired level of $3,000,000. 

Subsequent to T.C.A.’s fulfilment of its obligations to the Government in 
connection with the loan of the initial fleet of North Star aircraft, the residue 
from the original reserve, together with certain allowances received ‘from manu- 
facturers, was set aside to provide for the cost of future major aircraft over- 
hauls. This amounted to $523,426 at December 31, 1949, and, considering the 
anticipated maintenance program, is sufficient for the nucleus of the reserve to 
which further accruals may be made. 


International Air Agreements 


Canada’s negotiation of revised bilateral air transport agreements with the 
United Kingdom and the United States respectively, opened the way to further 
growth and strengthening of the nation’s international air services. These new 
undertakings have particular significance for T.C.A. on the North Atlantic and 
in the Caribbean, providing as they do for the possibility of several additional 
traffic en: 
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a Wie opening of service to Barbados and the scheduling of a traffic stop | 
at Stephenville, Newfoundland, were the eh T.C.A. implementations of the 
terms of the agreements. 
The Air Transport Prospect i 

T.C.A. will in 1950 continue the active stimulation of air travel and 
transportation. The reliability and general quality of the Company’s transport 
service will again rise with the help of better airports and modern navigation 
aids. This should result in higher revenues. 


Financially, 1949 was a difficult year but, assuming no serious deterioration 
of general economic conditions, the operating results of 1950 should show 
improvement. Concentration of technical effort and the adoption of improved 
procedures are already producing reductions of maintenance and overhaul SUstey 
and this will continue. 

The problem of seasonal traffic fluctuations is basic and will continue to 
dominate the Company’s planning. Promotional efforts will seek to reduce 
these fluctuations to a minimum. , 

It is to be hoped that 1950 will see the realization of a Montreal-New York 
service and that authorization will also be obtained for the inclusion of Tampa, 
Florida, in the route to the Caribbean. 

Management will be in close contact with all trends in aireraft manufacture 


_ that offer promise of superior air transport at less cost. 


T.C.A. will continue to serve the public with the highest possible standard 
of rapid transport, minimizing Canadian distances, opening new channels of 
domestie and international commerce and steadily broadening the travel horizon. 


Appreciation 


In mainline air service the past decade has seen a creative effort of the 
first importance to the nation, its transport future and its capacity for defence. 
To the men and women of T.C.A., whose skill and loyalty have done much to. 
make this possible, the Board of Directors again extend their sincere apprecia- 
tion for work well and conscienticusly done. 


-» For the Directors, 


G. R. McGREGOR, 
President. 
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-Norta AMERICAN SERVICES 


_ Year 1949 


$19, 460, 394.52 
5, 400, 000.00 
1,005, 803.36 

155,809.07 
106, 257.92 
395, 704.38 


$26, 523,969.25 


$ 6,354,459 .95 
4.583, 226.35 
4,158,908 .72 
3,260, 681.07 
1,508, 178.15 
2,769, 949.30 

586,719.39 
1,504, 368.17 
101,189.53 


$24, 605,301.57 


$ 1,918, 667.68 
2,867, 426.81 


$ 948,759.13 


470, 684.77 


$ 1,419, 443.90 


Agreed. 


Year 1948 


$14, 869,577.63 
648,775.41 
764,175.18 
124,742.89 

99,801.10 
359, 864. 12 


$20, 866, 936.33 


a 
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INCOME ACCOUNTS 
ATLANTIC SERVICES 
Year 1949 Year 1948 
Operating Revenues: 

Passenger i) sass eee $ 7,095,687.04 $ 6,771, 646.61 
BSS" RNAS AGI 5" a aS, FSC UE RNA RE yt 1,178,653.41 1,109, 731.51 
Hxpress-and, Carvosgacd viii sk oav ds ie. 792, 243.28 514,217.00 
Pixcéss Dagrage sic eros. aha eres wa 55,017.83 40,877.66 
Charter and Othere-a. a0) purteee es ae 879,190.82 2,146, 916.00 
Incidental Services—Net............0., 221,594.24 277,720.80 

Otel COR esr ee CoN $10, 222,386.62 $10,861,110. 35 


OPERATING EXPENSES—HXCLUDING DEPRECIATION: 


$ 5,596, 608.14 
2,694, 508.91 
3, 623,019.48 
2,566, 751.24 
1,346, 680.46 
2,043, 684.09 

416, 194.28 


974,635.76 


12,111.68 
$19, 249, 970.68 


$ 1,616, 965.65 
2,374,075. 64 


$ 757,119.99 


425,902.17 
§ 1, 183,022.16 


Hheht. Operations: 6,420.6 vol wee owe $ 3,022,061.39 $ 3,278,511.71 
Flight Equipment Maintenance....... 2,113,024.54 1, 924,371.88 © 
Ground Operations.022 40). 6 7t le. .... 1,848, 764.77 1,693, 462.00 
Ground and Indirect Maintenance....-.. 1,796, 806.08 1,552, 445.37 
Passeneer. erviee.. 25 U4 ee ee LOS 603, 875.22 619, 462.49 
PeAmMGand Hales: tee cc Vid sel eee 1,184, 296.65 1,201, 804.30 
Advertising and Publicity.............. 250,842.09 244,746.38 
General and Administrative............ 667,785.93 596, 960.40 
Miscellaneous Income—Net............ 114, 929.20 14, 672.39 
ALGAE hie NOE ee ea $11,602,385.87 $11,126,437.01 


Surplus or Deficit of Revenues over Operat- 
ing Expenses before Depreciation and ‘ 
265 , 326.66 


FULCEOR OS a Vie ee aes tla er teciena neal tee: $ 1,379,999.25 §$ 
YOR ROTATION TT edge ewe a ackerealaab ice 1, 227,369.02 1,244, 407.10 
COOP AEN OS GRS ONO ayy in hela UM ay aye (ae, $ 2,607,368.27 §$ 1,509, 733.76 
Interest on Capital Invested.............. 290,780.99 240,484.46 
Deficit OCA AEE Nth coach RAE RI Ha Mare NO aA $ 2,898,149.26 -$ 1,750,218. 22 


Mr. McGrecor: I would like to direct the committee’s attention to the 
traffic chart which is presented horizontally on the back page of this report. 
I think it clearly demonstrates the problem of seasonal fluctuations by years. 
The black lines show the operating revenues by months for the years 1945 to 
1949. The hatched in brown area represents operating expenses; the solid brown 
being the summer months and the hatched brown being the winter months. 

- Mr. Fuuron: Shall we take it up page by page, Mr. Chairman? 

The CuHairMAN: I think that would be the most satisfactory way to do it. 
Have you any general comments which you would like to make having read 
your report, Mr. McGregor? 

Mr. McGrecor: I think they will arise during the questioning, Mr. Chairman. 


The CHAIRMAN: 


Very well. 


Mr. Fuuron: It is stated on page 2 that Mr. Hobbs is secretary. T think 
Mr. Gordon told us the other day that Mr. Hobbs was to be the new vice- 


president in charge of personnel of the Canadian National Railways. 


the same man? 


Mr. McGrecor: 


‘He is the same man. 
Mr. Gordon referred took place since the end of the year. 


Is that 


But I think the change to which 
This report shows the 


situation as at December 31, 1949. 


Mr. Fuuron: 
Mr. McGrecor: No. 
FULTON: 


Mr. 
Mr. 


Oe 


Will Mr. Hobbs be able to continue as secretary? 


Mr. Grant has already been appointed. 


What was he before? 
McGrecor: He was the assistant secretary. 


TCA OPERATING REVENUES AND EXPENSES 


ALL SERVICES—1945-1949 BY MONTHS 


IN THOUSARUS 


OF BOLLARS 
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‘Right an, we Howz: These three gentlemen, Mr. Hobbs, Mr. Cooper, 

and Mr. Cowie are also officers of the Canadian National Railways, and part 

of their salaries is paid by Trans-Canada Air Lines for assuming the same 
duties for Trans-Canada Air Lines. 


Mr. Fuuton: Is Mr. Grant an official of the Canadian National Railways? 
Mr. McGrecor: Yes. 

Mr. Fuuron: Is he secretary? 

Mr. McGrecor: I believe he is. 


Mr. Fuuton: What proportion of the salaries are paid by T.C.A. and by 
the Canadian National Railways respectively? 


Mr. McGrecor: I cannot say definitely as to Mr. Cooper as I do not know 
the salaries.of C.N.R. officials. In the case of the other two gentlemen, their 
remuneration with respect to work which they perform for T.C.A. is included 

in the annual fixed service charges which T.C.A. pays to the Canadian National — 
Railways. 


The CuHatrmMan: Are there any further questions in regard to page 2? 
Well, page 3? 3 . 

Mr. Drew: I do not want to interfere at this point with the questions being 
asked, but it does seem to me that this is a subject which should not be limited 
to airtight compartments, and that general questions are, obviously, much more 

productive of results than individual questions in relation to a particular page, 
because the pages relate backwards and forwards to each other all the way 
through. 


: Mr. Mutcu: With respect to the problem of general questions, we have 
experimented with this problem over a number of years and the result, I think, 
has always been that if we depart from an orderly method of doing it, we find 
that we go over everything two or three times. There is, somewhere within the 
scope of the report, page by page, an opportunity to discuss anything that we 
ean conceive of. .And without wishing to restrict anyone, we tried, at least last 
week, but we came back to the page by page discussion because we found that 
way that we knew when we were finished with something. However, it is in 
the hands of the committee. But I do suggest that we profit by our past experi- 
ence and proceed in an orderly fashion. We might take a longer time on one 
page. | : 
| The CuatrMan: I think that both views as expressed could be met by our 
considering the report page by page. As soon as any one subject is touched 
upon on a given page under consideration, then the members would be free to 
exhaust that subject if they wished to do so, but they would not be required 
to unless they wished. 
Mr. Murcu: That has been the practice. 


The CHarrMAN: I would think that that would, perhaps, meet both views. 
Are there any questions with respect to page 3? 


Mr. Drew: If that is the ruling, I do not want to labour the point because 
it can be dealt with one way or another. But I would point out that so far as 
orderly procedure is concerned, it would be very much more orderly procedure 
for the persons who have an extended series of questions to ask to follow them ° 
through in an orderly sequence in relation to a broad problem rather than to — 
attempt to intersperse questions in regard to each situation. I think this pro- 
cedure would produce a much more orderly form of questioning than trying, 
for instance, to deal with a group of names which is simply a statement of the 
names of officials, because, 1f you want to do so, there is not a single question 
which could not be considered or asked of the airways on page 2. But if we are 
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going to proceed page by page, then I would like to ask some questions with 
regard to page 2, but which I think might better be asked in connection with — 
some following pages. | 

Mr. Murcw: Our experience is against your conviction, Mr. Drew. 

The CHAmRMAN: I am new to this committee just as you are, Mr. Drew, 
so I would hesitate to make any change in the experience of the past. My 
suggestion is, for example, that if you deal with page 3 you can take a subject 
which, in addition to its being referred to on page 3 will be found on other pages 
in the report. Then at that time that subject would be in order for discussion. 
Shall we start off and see how we get on? 

Mr. Drew: Is it your idea that we proceed on the basis of dealing with the 
report page by page? 

The CHarrMAN: Yes. We shall deal with the report page by page with the 
idea that as soon as a given subject is reached on page 3 the members will then 
be permitted to refer to any other page in the report as to that subject. I think 
that would meet the wishes of everyone. 

Mr. Drew: Well, if that is the case, I would, perhaps, like to ask certain 
questions which I had intended to defer. 

On page 2 there is given the Board of Directors of Trans-Canada Air Lines. 
The report shows that four of the seven directors are elected by the shareholders, 
and that three of the directors are appointed by order in council. Of the four 
who are elected by the shareholders, are they appointed’ by the Canadian 
National Railways? 


Mr. McGrecor: That is correct. 


Mr. Drew: And the three who are appointed by eae in council are 
appointed by the government? 

Mr. McGrecor: That is correct, 7 

Mr. Drew: And the reason, as | understand it, for the appointment of 
officials in this way is that Trans-Canada Air Lines is a one hundred per cent 
subsidiary of the Canadian National Railways? 

Mr. McGrecor: Its paper is fully owned by the Canadian National. 


Mr. Drew: Its stock is fully owned by the Canadian National Railways, 
and for that reason the Canadian National Railways has a majority of the 
Board of Directors under their direct appointment? . 


Mr. McGrecor: That is right. 

Mr. Drew: How many of the Board of Directors elected by the Canadian 
National Railways are also directors of the Canadian Nauone Railways? 

Mr. McGrecor: All of them. 


Mr. Drew: Are any of the directors appointed by order in council directors 
of the Canadian National Railways? 


Mr. McGrecor: No. 


Mr. Drew: So that the first four are Canadian National directors. Do any 
of them hold official positions other than that of being directors of Canadian 
National Railways? 


Mr. McGrecor: Yes, one of them does. 
Mr. Drew: Who is that? 
Mr. McGrecor: The president, Mr. Gordon. 


Mr. Drew: And do any of them hold any official position with the Trans- 
Canada Air Lines other than that of directors? ; 


Mr. McGrucor: No. 
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OM, Drew: ‘Then, in the case of he officials shown lower on the page, you 
are shown as president, and I understand you have no official connection with 


_ the Canadian National Railways. 


Mr. McGrecor: That is right. 

Mr. Drew: Mr. English is,shown as vice-president of operations. Is he 
also vice-president of operations of the Canadian National Railways? 

Mr. MoGrecor: No. 

Mr. Drew: Does he hold any position with Canadian National Railways? 

Mr. McGrecor: He has no position with Canadian National Railways. 

Mr. Drew: But he did last year, did he not? | 

Mr. McGrecor: No. 

Right Hon. Mr. Hows: He did before he came to Trans-Canada Air Lines, 
but not since he came to Trans-Canada Air Lines. That was about twelve | 
years ago. 

Mr. Drew: And Mr. A. C. McKin, does he hold any official position with 
Canadian National Railways? 

Mr. McGrecor: No, none. 

Mr. Drew: You say that Mr. Grant is replacing Mr. Hobbs as secretary? 

Mr. McGrecor: That is correct. 

Mr. Drew: And Mr. Hobbs, while secretary of Trans-Canada Air Lines, 
was secretary of Canadian National Railways? 

Mr. McGrecor: That is correct. 

Mr. Drew: And Mr. Cooper? 

Mr. McGrecor: He is comptroller of both companies. 

Mr, Drew: And the treasurer is C. D. Cowie? 

Mr. McGrecor: The treasurer of both companies. 

Mr. Drew: Now, in regard to these officials, have they offices with both 
companies—I am talking now about the physical office accommodation? 
Mr. McGrecor: No, the offices of the three officials listed horizontally 
below the officers of T. CA. are entirely in the headquarters of the Canadian 
National Railways. : 

Mr. Drew: So that the comptroller, the secretary and the treasurer of 
Trans Canada Air Lines are actually carrying on their business from the 
offices of the Canadian National Railways. 

Mr. McGrecor: That is correct. 

Mr. Drew: I notice that in this list of officers there is no one shown as 
vice- -president or other official in charge of ae Have you a purchasing 
department in T.C.A.? 

Mr. McGrecor: No, the Canadian National Railways purchasing depart- 
ment functions in that capacity for T.C.A. 

Mr. ‘Drew: So all your purchases of any kind are made through the pur- 
chasing department of the Canadian National Railways. 

Mr. McGrecor: No, stationery purchases are all made directly by the com- 
pany itself, that is, by T.C.A. 

Mr. Drew: What do you describe as stationery? 

Mr. McGrecor: Forms and envelopes, letterheads, everything associated 
with stationery, pencils erasers and so on. 

Mr. Drew: Is there anything that would be purchased directly inetead 
of through the purchasing department of the Canadian National Railways. 
Mr. McGrecor: Not that I can think of. 
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Mr. Drew: Well, then, we may take it that the purchase. of all airport 
equipment that is owned by ‘the T.C.A. as distinguished from the Department of 
Transport would be purchased by the purchasing department of the Canadian * 
National Railways. 

_ Mr. McGrecor: I think that is correct. 

Mr. Drew: As well as all the automotive equipment, trucks and buses and 
things of that kind. 

Mr. McGrecor: Yes. 

Mr. Drew: And aircraft as well? 

Mr. McGrecor: Aircraft purchase has not taken place in T.C.A. for some 
years. I believe the last time it was done by direct negotiations with the 
manufacturer. 

Right Hon. Mr. Howe: By Trans Canada Air Lines with the manufacturer. 

Mr. Drew: From time to time your purchasing department would handle the 
progress reports, would it not? 

Mr. McGrecor: Well, as I say, Mr. Drew, there has been no Prehaee order 
placed for aircraft by T.C.A. for the last three and a half years. At that time 
_ it was done by direct negotiation between the manufacturer and T.C.A. 

_ Mr. Drew: Have no expenditures been made by T.C.A. either on aircraft or 
conversion of aircraft during the past year? 

Mr. McGrecor: No, all conversion and modification work has been done 
by the airlines and the purchase price for the last order of aircraft was com- 
pleted with the delivery of the last aircraft of that order. 

Mr. Drew: In the case, for instance, of the payment of the conversion 
ficure that is shown in the auditor’s report, how was that authorized? Was that 
authorized by the purchasing department? ; 

Mr. McGrecor: No sir, that was work done by the airline on the aircraft 
itself prior to the return of that aircraft. You are referring to the DC-4 M1’s. 

Mr. Drew: That is right. 

Mr. McGrecor: That work is done entirely within the company’s own shops. 

Mr. Drew: And where would the details of that appear in the statement? 

Mr. McGrecor: In the report? 

Mr. Drew: Yes. 

Mr. McGrecor: The sum is lumped in the annual report, Details can be 
furnished from our accounting records. | 

Mr. Drew: I would like to have those details. 

Mr. McGrecor: Then I shall get them. 


The Cuarrman: May I make a note of this: details of the conversion for 
which above payment was made as shown in the auditor’s report. 

Mr. McGrecor: I think we may be in for a little misunderstanding. There 
Was no payment made. It was an expense of the airlines. I think if we pro- 
vided the details that you request as between material and labour expenditures 
on these aircraft you will have the information you want. 


Mr. Drew: I am referring, of course, to page 3 of the auditor’s report 
which states that the conversion program was completed on the 30th of November, 
1949. That is the program that I am referring to. Would you furnish the 
details which make up the total that was paid under that arrangement, whatever 
it was. 


Mr. McGrecor: I think I can give it to you now, Mr. Drew: The conversion 
cost was $181,093.76. If you wish a breakdown between material and labour. 
for that I will see that it is available either this afternoon or tomorrow morning. 
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Mr. Drew: If you will. 


The CHarRMAN: That question, then, is answered subject to breakdown as 
between material and labour. | : 


Mr. Drew: In regard to page 2, what are the salaries of officers shown here 
on page 2? | 

Right Hon. Mr. Hown: Mr. Chairman, it has never been the practice of 
this committee to give information on salaries. We have had that up every 
year in connection with the officers of the Canadian National Railways, and I 
am simply stating a fact. We are, of course, in the hands of the committee, 


and if the committee insists, they will have the information—but it has not been 


the practice to give it heretofore. 


Mr. Drew: Quite apart from what the practice may have been in the past, 
I think that it renders the functions of this committee wholly meaningless unless 
this committee is in a position to ascertain the various cost factors in regard to 
the overall operations. We are dealing now with a report which shows a deficit 
in excess of $4 million, and in addition to such constructive suggestions that the 
committee may be able to make growing out of this inquiry in regard to the 
general operation practices or otherwise, it seems to me that one of the things 
the committee must be able to do, if it is to have any effectiveness at all, is to 
be able to say how those figures are made up. After all, this Trans-Canada Air 
Lines is a wholly-owned subsidiary of the Canadian National Railways. 


The CHairmMan: Would you care to table a motion so that the present 
discussion would be in order? - 


Mr: Drew: I would move that the witness be authorized by this committee 
to answer questions in regard to the salaries of the officers of the Trans-Canada 
Air Lines. ; 


‘Mr. McGrecor: May I speak to the point for a moment. 


The Cuarrman: May I just interrupt you a moment? I understand this 
is a complete departure from established practice in this committee, and if 
the members are agreeable I would suggest that the motion would stand tabled 
so that all members of the committee will have an opportunity of considering the 
matter carefully before I bring the motion up for attention at the opening of 
the afternoon sitting. In the meantime you can think the matter over carefully. 
We are fortunate, Mr. Drew, in having a number of members on the committee 
now who have served for several years, and I would suggest that the motion 
stand until the opening of the sitting this afternoon. In the meantime, please 
think it over carefully and come prepared to debate the motion. 

Mr. Drew: Mr. Chairman, I, for one, am entirely in accord with the 
suggestion that this matter stand; but I think it should be possible to place before 
the other members of the committee for their consideration views which I suggest. 
would support the thought that this information should be made available. 

‘ The Cuarrman: There will be full debate, Mr. Drew. 

Mr. Drew: I was suggesting it at the moment so that the members of the 
committee may devote their thoughts in the meantime to the motion. 

The Cuairman: It is either a matter of dealing with the motion now or 
dealing with it at four o’clock this afternoon. We will find out the wishes of 
the committee. All those in favour of dealing with the motion now will please 
indicate. | 

Mr. Drew: I just want to make it clear that I was suggesting that the views 
be expressed now as to why this matter should or should not be debated. If the 


- discussion is held now the members would have an opportunity between now and 


the resumed session to make up their minds. 
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The Carman: Yes. I understand you perfectly in that regard, and I do 
not assume you will have any additional arguments to the arguments which 
have already been advanced from year to year when this same question has — 
come up and it will be only increasing the time we will spend on the subject if 
we have a debate now and a debate after four o’clock. I seize your point, 
Mr. Drew, that you think it might be helpful if you have an opportunity now 
of expressing your views so that the members could consider your views along 
with the postponed motion, but I would like the opinion of the committee on 
that. 

Mr. Drew: I was not expressing that as my view. I was assuming that 
other members of the committee are just as anxious to get the information. 

Mr. Fuuiron: There is one comment that should be made in regard to the 
statement you made before. You said that it has been the practice of the com- 
mittee in past years not to give that information. I think it should be pointed 
out that Mr. Chevrier in the House the other day did give the information as 
to the salary of the president of the Canadian National Railways. 

Right Hon. Mr. Howe: That is because the salary is fixed by the govern- 
ment. 

The CuHarrMAN: I was speaking of the practice of this committee. Al] those 
in favour of the debate now will please signify. Those in favour. Those opposed. 

We will have the debate at four o’clock. 

Mr. Drew: I must admit your counting must have been imaginary because 
I saw three hands raised in both cases. : 

_ The CrarrMan: Well, we will take it over again. All those in favour of 
having the debate now please signify. 

Three. 

All those opposed please signify. 

Ten. 

We will have the debate at four o’clock. 

Mr. Fraser: Mr. Chairman, while we are on this subject, I would like to ask 
if any proportion of the bonus that was given to Mr. Vaughan came out of the 
funds of the T.C.A. . ONES 

Mr. McGrecor: The answer is no. 

* The Cuarrman: You were questioning the witness, Mr. Drew, and I do not 
want to interrupt you. ~ . 

Mr. Drrw: Without dealing with the amounts in question I will proceed 
at. least with the question of percentages. Do the board of directors receive 
any compensation direct from the T.C.A? ! 

Mr. McGrecor: No. 

Mr. Drew: Not. at all? 

Mr. McGrecor: No. 

Mr. Drew: Are any expense allowances? 

Mr. McGrecor: No. 


Mr. Drew: This is a very fortunate organization. In your own case, of 
course, you are entirely engaged by the T.C.A. and you say that is also true of 
Mr. English and Mr. McKim. 

Mr. McGrecor: That is right. 


Mr. Drew: In the case of Mr. Cooper, comptroller, I was not quite clear 
of the percentage of his salary that is paid by T.C.A. and what percentage is 
paid by the Canadian National Railways? 

_ Mr. McGrecor: Not knowing his salary, Mr. Drew, I am afraid I cannot 
give it. 
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Mr. Drew: How do you know what allocation of salary should go to Mr. 


Cooper from T.C.A. if you do not know what he receives from the other company? 


Mr. McGrecor: A value has been placed on the services he performs for 


Mr. Drew: So that if you place a satisfactory valuation on that service 
you are not concerned with the sum total that he gets out of public revenues? 

Mr. McGrecor: That is correct. | | 

Mr. Drew: What about Mr. Hobbs? What percentage of his salary is 
paid by T.C.A.? 

Mr. McGrecor: Mr. Hobbs now gets nothing directly from T.C.A. for the 


services that he renders to T.C.A., they are covered by a lump sum payment that 


is made for services performed for the T.C.A. generally by the Canadian National 


Railways. ! 


Mr. Drew: What about Mr. Cooper and Mr. Cowie? } 
Mr. McGrecor: The same thing applies, in the case of Mr. Cowie. 
Mr. Drew: Are there any other officers of Trans-Canada Air Lines who hold 


Official positions of any kind with the Canadian National Railways? 


Mr. McGrecor: Not official positions, there are certain services performed 
by other officers of the Canadian National Railways; for instance, there is the 
medical officer. 7 . 


Mr. Drew: Who is the senior medical officer? 

Mr. McGrecor: Dr. Ken Dowd. 

Mr. Drew: What about legal services? 

Mr. McGrecor: Mr. MacMillan. 

Mr. Drew: Yes, what about architects? 

Mr. McGrecor: No, the company has its own architectural services, and 


~ 


Its own advertising and public relations services as of or from the first of 1949. 


Mr. Drew: It takes care of its own advertising and public relations? 
Mr. McGrecor: Yes; in the case of architects, beginning in 1948. 
Mr. Drew: Are there any other services which you receive from the Canadian 


; : National Railways on a collective basis? 


Mr. McGrecor: We receive services from the Canadian National Express 
department, but they are paid for under a special agreement by which a 


_ percentage of the revenue derived from that is retained by the railway company. 


Mr. Drew: Then, as I understand it, Mr. McGregor, taking both the board 


of directors and the officers of the company as shown on page 2 of this report, the 


only ones who receive salary or other payments from Trans-Canada Air Lines 
yourself, Mr. English, Mr. McKim, and Mr. Cooper to some limited percentage 


of which you are not aware because of your lack of knowledge of the salary 


in that particular case? 
Mr. McGrecor: That is correct. 


Mr. Drew: And there is, I understand, a lump sum payment from Trans- 
Canada Air Lines to the railway for these services? 


Mr. McGrecor: Yes, but that is only for officers; the ones we have been 


_ discussing. 


Mr. Drew: Yes, I understand that, and I understand that the total of that 
is varied from year to year. . | 


Mr. McGrecor: I believe it was $50,000 last year—no, I would like to correct 


that, it was $40,000 last year. 


aN 


Mr. Drew: Would it not be $45,000 last year? 
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Mr. McGrecor: It was $50,000 in 1948, $40,000 in 1949; that reduction was 

due to the elimination of the services T.C.A. has set up in its own organization. 
. Mr. Drew: And that is the total payment by Trans-Canada Air Lines to the 
Canadian National Railways in respect of the executive services of the officers 
shown on page 2, other than the exceptions I have made? iT: 

Mr. McGrecor: Other than the ones I have mentioned. 

Mr. Drew: And that also includes special legal services, medical services, and ~ 
other services of that nature which are rendered Trans-Canada Air Lines? 

Mr. McGregor: That is correct. 

Mr. Drew: Are there any other payments of any kind? 

Mr. McGrecor: There are other payments but not of an executive nature. 

Mr. Drewt What other payments? | 

Mr. McGrecor: We pay for teletype services and so on as supplied by the 
Canadian National Railways, the same as anyone else. 

Mr. Drew: That would be in connection with air communications services? 

Mr. McGrecor: Yes, that is correct. | 

The Cuarrman: You asked a question about that amount of $50,000. If 
you will refer to page 241 of the proceedings of last year you will find that. $50,000 
is the correct figure. | 

Mr. Drew: Mr. McGregor just said $50,000. ‘ 

Mr. McGrecor: It was reduced when we took over publicity and other 
services. 

Mr. Drew: It is actually $50,000 for 1949? he 

Mr. McGrecor: No, it is $40,000 for 1949. . 

Mr. Murcu: The item referred to by the chairman as being in last year’s 
proceedings I believe you will find referred to an amount of $50,000 which was the 
figure for 1948, and in 1949 it was $40,000. 

Right Hon. Mr. Howe: Yes. 

The Cuatrman: I think we were referring to 1948 operations. 

Mr. McGrecor: I corrected that and said that it was $50,000 in 1948, and 
$40,000 in 1949. 

Mr. Drew: So the figure for 1949 is $40,000; that is correct? 

Mr. McGrecor: Yes. 

Mr. Drew: I notice, and you have explained, that Mr. Hobbs has retired 
from his position as secretary of Trans-Canada Air Lines and has taken over an 
appointment on the Canadian National Railways. Are there any other officials 
who are not included here whose positions have changed in the meantime or are 
about to change? 

Mr. McGrecor: No. 

Mr. Drew: Now, in the report of the committee of last year I find these 
questions and answers—this is at page 242—this question covered the payments 
to Canadian National Railways. You said: 

“Mr. McGrecor: In addition to that we pay between $35,000 and 
$40,000 of clerical and other types of salaries to C.N.R. employees 
employed by the C.N.R. and on the C.N.R. payroll who devote their time 
entirely to the work of the T.C.A.” 

What does that mean? . 

Mr. McGrecor: I can give you the details of that. That total of $44,450.34 
is divided, medical department $5,527; financial and treasury, $5.702; pur- 
hea aaa $20,025; purchasing—Montreal, $13,196—to the nearest 
dollar. 
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Mr. Drew: And that would be the breakdown of that $44,000? 


Mr. McGrecor: Yes, but it is not the administrative remuneration SuOn, as 
you were talking about. 


Mr. Drew: I realize that, but that is what we have been just discussing? 
Mr. McGrecor: Yes. 


Mr. Drew: This is payment for other services, and it is additional to those 
services furnished by the men whom you mentioned there a few minutes ago? 


Mr. McGrecor: Yes, but these are clerical staff doing full-time work for the 
T.C.A. although they are on the staff of the Canadian National Railways. 


Mr. Drew: And are in the pay of the Canadian National Railways? 
Mr. McGrecor: That is correct. 


Mr. Drew: Then, with respect to the other services about which you spoke 
a moment ago which might be regarded as communications services, they are 
still in addition to that? 


Mr. McGrecor: Yes. 


Mr. Drew: Are they paid a fixed sum on a contract basis, or are they paid 
on a basis of services rendered? 


Mr. McGrecor: Services rendered, mileage of circuits, number of teletype 
machines and so on. 


Mr. Drew: Have you the figures for that? 


Mr. McGrecor: Yes. Teletype charges—now, I believe these are all sup- 
plied by the Canadian National Railways but these are the teletype charges to 
Trans-Canada Air Lines; it might include payment to others—for the year, 
$287,271. 


Mr. Drew: Are these teletype services all in connection with operations? 


Mr. McGrecor: Operations and traffic, there is practically a double network 
across the country. 


Mr. Drew: Those are all the questions I had on page 2. 


The CHamMan: Shall page 2 carry? 
Carried. 


Page 3. 


Mr. Fuuton: J wonder if Mr. McGregor would give us the total of the 
extensions of main line North Star services east and west, particularly in the 
west. 


Mr. McGrecor: You mean the services between Saskatoon and Edmonton? 
Mr. Futron: I understand the other services are supplied by D.C.-3’s. 
Mr. McGrecor: That is correct. 


Mr. Fuuron: Then did you previously have a North Star service direct 
from Edmonton to Winnipeg without stopping at Saskatoon? 


Mr. McGrecor: No. 


Mr. Fuuton: What is your situation there, has it changed from the former 
service? . 


- Mr. McGrecor: Yes, formerly we had D.C.-3’s flying between Edmonton 


.and Calgary where they connected with the main line; and, in addition to that, 


there was a service in operation between Winnipeg, Saskatoon and Edmonton. 


Mr. Futron: And have they now changed that service by using North Stars 
instead of D.C.-3’s? 


Mr. McGrecor: No, Edmonton now has a non-stop service between that 
point and Vancouver. 
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Mr. Fuuron: I am referring to the section to which you referred, between 
Edmonton, Saskatoon and Winnipeg. I understand that whereas they. were 
‘previously served by D.C. -3's they are now served by North Stars; is that a new ~ 
service? 

Mr. McGrecor: That is partially correct. It is now one leg in one of the > 
three transcontinental services. We used to have a D.C.-3 service on the route 
‘between Edmonton and Winnipeg with a stop at Saskatoon, and we are now 
using North Stars on the whole route. We also have a service direct from 
Edmonton to Vancouver, and that ties in with the run between oie and 
Vancouver which we are now operating. 

Mr. Fraser: And what about your services to the south, what are you 
running there now? 

Mr. McGrecor: We have started the Montreal to New York run, and 
inaugurated the stop at Tampa recently. 

The CuatrrMAN: Are there any’ other questions on page 3? 


Mr. Drew: Yes. In the fourth paragraph on page 3 there is a statement 
showing the number of passengers carried. It says that the number of passengers 
carried on the entire T.C.A. system increased by 21 per cent over last year’s 
figures. Have you with you, Mr. McGregor, a breakdown of the number of 
passengers carried both domestic and Atlantic, under separate heads, week by 
week throughout the year? 

Mr. McGrecor: Not week by week, I could give it to you month by month. 

Mr. Drew: Lets have it month by month. 

Mr. McGrecor: I will have that statement prepared and ready after 
luncheon. 

Mr. Drew: You could do it week by week? 

Mr. McGrecor: No. 

Mr. Drew: You cannot get it week by week? 

Mr. McGrecor: We could do it but it would be an Uxieeainale ee 
accounting procedure to establish. 

Mr. Drew: Well, in that case, if that is so, then no one would know the 
week by week figures; it would only be month by month and the week by week 
figures would not be available to anyone. | 

Mr. McGrecor: As I say, it is studied day by day, but to go back over . 
-the year’s records week by week would be a very lengthy process. 

The Cuarrman: You already have the figures compiled on a basis of month 
by month? 

Mr. McGrecor: That is correct. 

Mr. Drew: Yes, but 1 am simply asking what is available to the officials 
of Trans-Canada Air Lines. 


Mr. McGrecor: Daily records. 

Mr. Drew: If they have a day-to-day report it is a very simple fates of 
arithmetic to prepare a statement week by week. 

Mr. McGrecor: Yes, but it is a very lenghty one, there were 685,000 
passengers carried. 


Mr. Drew: But you have a total of fifty-two weeks in the year each one 
of seven days; I should think your accountants could do that in a very few - 
hours. 


Right Hon. Mr. Howe: vate would have to go back over the entire list. 
Officers of the airline study the situation from day to day and figures are — 
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prepared from week to week, except that for the end of the month the week 


-mmeludes more than the seven-day arb so one would have to work out an- 


entirely new set of figures. 


Mr. McGrecor: If there is any point that you have in mind, if you would © 
care to give us say the months in which you are interested, we would be very 
glad to get the figures. I am afraid the compilation otherwise might extend 
longer than the sittings of this committee. 


Mr. Drew: I notice that you point out a very heavy seasonal fluctuation 
which apparently takes a turn each year at the end of February, the chart would 
seem to indicate. © 

Mr. McGrecor: Actually, it begins to go Bry up in April. 

Mr. Drew: I would like to understand this chart. The first line in the chart, 


the ‘horizontal line in the graph, Shower uae} is on page 23 and it is related to this 
statement on page 3— 


Mr. McGrecor: Yes. 
Mr. Drew: The first line marks January, the second February and so on. 
Mr. McGrecor: That is correct. 


Mr. Drew: And you will notice that the ak line takes a sharp ascent 
right on the line marked February. 


Mr McGrecor: Yes, it moves upward in that particular year. 


Mr. Drew: Yes, and in all the figures, you will notice further on that it goes _ 
sharply downward. 


Mr. McGrecor: Which one are you looking at? 
Mr. Drew: I am referring to 1949. 

The CHAIRMAN: The heavy blackline. 

Mr. Drew: The heavy black line, the revenue line, 
The CHAIRMAN: Yes. 


Mr. Drew: And it is shown at exactly the same point in 1946, 1947, 1948 
and 1949; although, of course, the steepness of the ascent line varies in various 
years. 

Mr. McGrecor: The line descends during February and continues during 
March in both years. The large climb begins in the month after the dark line 
—hbefore the line you see the situation for the month of January. 

The Cuairman: Mr. Drew’s question is whether that line in all of the 
three years reaches its lowest point at the end of February? 


Mr. McGrecor: That is correct. 
Mr. Drew: And starts then to ascend to a peak in both 1948 and 1949 at 


‘the end of July? 


Mr. McGrecor: June or September. 
The CHAIRMAN: June is the highest point? 


Mr. McGrecor: I think June and September were almost neck and neck in 
1949. 


Mr. Drew: As I follow the July line up, and I understand that is the last 
of the month according to. what you have just said, the peak would be at that 
point—at the end of July, in 1949? 


The CuHarrMAN: June is the peak. 
Mr. Drew: In 1948, yes. 
Mr. McGrecor: Yes, and very nearly so in 1949. June and September are 


q just about on a par. 
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Mr. Drew: With the fluctuations, it is obvious that the period in the sum- 
mer in the highest, and I notice the line does ascent in both cases from February 
through to June, July and August. 

Mr. McGrecor: That is correct. 

Mr. Drew: The line starts to descend in both cases at the end of September? 

Mr. McGrecor: Yes. 

Mr. Drew: And that has been the pattern for the last two years. Have 
you got these figures month by month broken down into different lines that are 
being operated? . 

Mr. McGrecor: Yes, as between the domestic and the international lines. 

Mr. Drew: Not only that, but in relation to the different international lines 
as well. 

Mr. McGerrcor: Yes, we oe that, by_ regions. 

Mr. Drew: Would you let us have those figures? They relate to the items 
on page 3 and I think it would be a convenient place to have them on the record. 

Mr. Futon: I would like to ask a question here. 

The Cuarrman: Would you wait a minute until the information Mr. Drew 
asks for is put on the record? 

Mr. Fuuton: I wish to get more foun along exactly the same lines. That is 
why I wish to ask for them now. I would like to know if we could have a 
breakdown of the United Kingdom, Bermuda, and Caribbean services, showing 
revenue and expenditures for each of the services separately, for 1948 and 1949. 
I would also like figures showing passenger, mail, and cargo revenues, also 
separately for each services for 1948 and 1949. I take it that the figures can 
be supplied and I would like you to indicate, if it is possible, expenditures in 
connection with passenger, mail, and cargo receipts. 

Mr. MeGreeor: It is not possible to break down expenditures in Hie same 
way that you break down revenue. Expenses can be provided in detail but 
you cannot assess a certain proportion of the total expenditure to operating 
aircraft as between mail and passenger. 

Mr. Futtron: No, I can see that. 

The CHarrMAN: Revenue can be broken down but not expenditure? 

Mr. McGrecor: Expenses can be broken down but they cannot be related 
to various revenue items. ! 

The CHarrMan: What were the three lines which Mr. Fulton asked for? 

Mr. Futron: The United Kingdom, Bermuda, and the Caribbean lines. I 
would like a breakdown by way of passengers, mail, and cargo, and a breakdown 
of expenditure under the various headings for. 1948 and 1949. 

Mr. McGrucor: 1948 will only reflect a partial service. 

Mr Futon: Yes, for the length of time the services were being operated. 

Mr. McGrecor: Do you want that information now, Mr. Fulton? 

Mr. Futron: There is one other thing. Would you show the number of 
passengers carried on each of the services for the two years, 1948 and 1949? 

The Cuarrman: Are there any further questions on page 3? 

Mr. Drew: Are you not going to give that information now? 

Mr. McGrecor: I can give the information asked for by Mr. Fulton now 
or I can provide it later, whichever you prefer. 

Right Hon. Mr. Hown: Perhaps you should provide it later. 

Mr. McGrecor: If I give it now it will have to be read out whereas I could 
give it in typewritten form this afternoon. 

Mr. Drew: If you are preparing a statement then to avoid misunderstanding, 
you will find the record indicates that my question related to each of the external 
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lines, as well as the domestic lines, and inasmuch as you are going to prepare 
over-all figures with regard to those routes, I think it might be convenient to 
extend them to cover all of the routes not only in regard to passengers carried, — 
operating revenue, and expenses, but also the details Mr. Fulton has mentioned 
in connection with the three particular services. | 

Mr. McGrecor: As I understand it Mr. Drew, you want the various - 
domestic routes segregated? 

The CuatrMAN: No, only the international routes segregated. 

Mr. Drew: No, I was really referring to the segregation of the external 
routes and of course I do want the figures month by month for the domestic 
routes but I was quite satisfied to take that as a bulk figure. 

Mr. McGrecor: Would it be an answer to give you the expense figures as far 
as the domestic routes are concerned as a bulk figure, because an aircraft may 
fly in on one service and go out on another service. Such general charges as 
those for service, maintenance, overhaul, and so on, cannot be segregated as 


_between one route and another. I can give you the whole domestic service as 
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distinct from the international service by months, and we can give you the 
revenue derived from the international services divided as between Atlantic and 
Caribbean. 

Mr. Drew: For the external lines? 

Mr. McGrecor: Yes, as Mr. Fulton has asked. 

The CHarrRMAN: One tabling will do for both services. 

Mr. Fraser: With respect to the fourth paragraph and the number of 
passengers carried, the figure shown is for revenue paying passengers. Would 
you have the number of non-revenue paying passengers? Do you keep track 
of non-revenue passengers? 

Mr. McGrecor: In any case they are only allowed to travel if there is 
space. Those people are only our own employees—with the exception of the 
occasional person from the Air Transport Board, ete. 

Mr. Fuutton: How many passes have you now? Have you the total figure? 


Mr. McGrecor: I think we can get that, yes. There are two types of 
passes. You are referring to the non-contingent pass where a man is entitled to 
travel as he would if he were a paying passenger. 

Mr. Fuuton: What is the other type? 

Mr. McGrecor: There is what we call the contingent pass, which allows an 
employee to travel if there is space available, and on company business only. 

Mr. Fraser: What about members of parliament? Does the government 
pay for them? 


Mr. McGrecor: I do not know who pays for them but: certainly someone 


does. 


Mr. Fraser: Their travel is paid for? 
Mr. McGrecor: Yes. 
Mr. Mutcu: Mostly we pay it. 


Mr. Fraser: No, I refer to travel at Easter; mind you members should have 
a pass—I quite agree with that. 


Mr. Mutcu: It is a matter of a vote in the House. 
Mr. Fraser: It is a vote in the House? 

Mr. Mutcu: Yes, once a year. 

Mr. Fraser: That is what I wanted to get at. 


Mr. Drew: In the last paragraph on page 3, you refer to special plans to | 
encourage traffic. I notice that you have this fare plan. That does provide, 
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as you say, low cost air transportation to family groups. What has been the 
extent of that special service to the public? _ nrg Sarid (cn ena 

Mr. McGrecor: It was started last autumn and reception has been very 
good. It is naturally impossible to say that none of the people who travelled 
under the plan would not have travelled without it but the amount of family 
eroup travel which has resulted is very much greater than was our experience , 
before that incentive fare was introduced. 

Mr. Fraser: What is the number that must be in a family before it can 
come within the plan? 

Mr. McGrecor: Two. 

Mr. Fraser: Two. What is the rate? 
| Mr. McGrecor: Half fare after the first full fare—half fare for each © 

additional member of the group. | 

Mr. Fraser: And do you still continue the plan you had before where a 
person could buy $500 worth of scrip or whatever it was? 

Mr. McGrecor: No, there was an air travel plan that had a discount. The 
discount was discontinued about three years ago. 

Mr. Fraser: Yes, I know, I had a card three years ago. 

Mr. Knicut: What is the rate which is applied for commercial travellers? 
Is it a season rate? : 

Mr. McGrecor: They get a percentage discount during the winter months 
with the object of flattening out this alpine curve that we have. 

Mr. Drew: During the last winter there have been special fares extended 
by all trans-Atlantic and I believe all trans-oceanic routes generally, with the 
idea of encouraging traffic in the off season period? , 

Mr. McGrecor: That is correct. 

Mr. Drew: What has been the effect of that? 

Mr. McGrecor: Travel, in relation to that of last summer, has been better 
this last winter due undoubtedly to these incentive fares that have been 
introduced. Again it is difficult to say exactly what proportion of the total 
travel is attributable to the reduced fares, but we do know, from the peaking of 
traffic over these periods which we have just completed, that a great many more 
people travelled simply because they could do so at reduced fares. | ; 

Mr. Futton: Does that apply to the Atlantic as well as to the domestic 
service? 

Mr. McGrecor: That applies to the north Atlantic route. I am speaking 
to Mr. Drew’s point—this rather drastic reduction. : 

Mr. Drew: Does that apply to the north Atlantic or to all trans-oceanic 
routes? i 

Mr. McGrecor: No, just to the north Atlantic. The season peak in the 
case of the southern routes is in exactly the other phase position. I think 
something will be done in the summer months to encourage the north-south 
operations. 

_ Mr. Knicut: In your opinion does the increased amount of travel make up 
for the decreased amount of fare? | 

Mr. McGrecor: You suffer the penalty of decreased fare but you do get 
travel which you would not otherwise get, and your expenses are relatively 
constant. 

Mr. Knicut: How do they balance out? 

Mr. McGrecor: The net result is good. 


Mr. Murcu: Your expenses would be constant. 
4 
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Mir ‘Hectsiews vin would have a baopds pay load instead of half a load? 
Mr. McGrecor: Yes. 
The CHatrMAN: Are there any further questions on page 3? | 
Mr. Fraser: In connection with the north Atlantic route and the typhoid 


situation in Scotland, do people have to be checked before they leave the 
United Kingdom? 


‘Mr. McGrecor: Yes, there has always been the restriction that they 
must have their passports and medical certificates. | 

Mr. Fraser: Yes, but it is definite for typhoid? 

Mr. McGregor: Yes. 

Mr. Giuuis: I notice you have completely centralized the headquarters 
administration staff in Montreal? - 

Mr. McGrecor: Yes. | 

Mr. Gituts: You did move a lot of people from Winnipeg? 

Mr. McGrecor: We moved 159 of them on October 1, 1949. 

Mr. Gituis: Was the decision to concentrate in Wi Seereat influenced by 
your tie-up with the C.N.R.? 

Mr. McGrucor: No, it was a point in its favour though because of the 
interchange of business that went on between the two head offices. 

‘Mr. Drew: Actually, without in any way putting an answer into your 
mouth, I should say that when so many of your officials were actually occupying 


offices in the C.N.R. headquarters, it would be a very definite and determining 
factor? 


Mr. McGrecor: It was not the determining factor, but as I say, it was a 
point in its favour. 


The CuairMan: That point was very thoroughly gone into a year ago and 
I hope we will not go into it again. 


Mr. Mutcu: That point I might say was, and is still disputed. 


Mr. Drew: You will recall that it was during the last year that inquiries 
were made in the House in connection with the headquarters being moved from 
Winnipeg. 


Mr. Mutcu: I think it was well talked over by the time the committee 
adjourned last year. 


The Cuatrman: If the members will read the reports of last year’s hear- 
ings they will find all of the pros and cons. 


Mr. Drew: I have done that and that is why I am asking the question. 


Mr. Gruutis: I just wanted to clarify it for my own satisfaction. I have 
heard so much about it. 
_ The Cuatrman: Is page 3 carried? 
Carried. 


Page fa at an 
Mr. Fraser: On page 4 you mention an agreement that was drawn up to 
operate a route between Montreal and New York. That is not yet in operation? 


Mr. McGrecor: Yes, that service went into operation on Saturday— 
April i 

Mr. Fuuton: You refer, in the first paragraph, to the fact that the opera- 
tions of these routes, referring to the north-south routes, will, in subsequent 
years, provide the company with a greater north-south traffic potential, thus 
alleviating the low traffic periods on the east-west routes now being encountered . 
during the winter months. Is it intended to remove aircraft from the domestic 
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service—that is the east-west domestic service—in the low density periods, and 
to operate them on the north-south routes? Or do you contemplate providing 
or purchasing additional aircraft to use on those north-south routes—keeping 
as many as possible on the east-west routes in Canada? 

Mr. McGrecor: No aircraft will be purchased for southern services. The 
intention is to use the aircraft and crews made available due to reduction in 
travel on the east-west routes, which includes both the north Atlantic and the ~ 
domestic. ‘Those aircraft, which would normally be used to an inefficiently low 
degree would be satisfactorily utilized on the southern routes, because the traffic 
fluctuation peaks are in exactly out-of-phase relationship to the east-west routes. 

Mr. Fuuiron: Would that, in turn, entail a reduction on the daily flights 
east-west, including the north Atlantic? 

Mr. McGrecor: Yes, there has normally always been such reductions. This 
is the first winter when we have carried the previous summer’s transcontinental 
frequency through the winter. 

Mr. Futron: Do you contemplate only reducing the north Atlantic fre- 
quencies, or do you contemplate reducing the east-west Canadian frequencies? 
Mr. McGrecor: We contemplate reducing the east-west Canadian fre- 
quencies next fall. 

Mr. Furron: You are going to add one further transcontinental flight this 
spring? 

Mr. McGrecor: On May 12. Soe 

Mr. Futtron: You plan to have but three next winter? 

Mr. McGrecor: That is our intention. 

Mr. Fuuton: And you will utilize those aircraft on the north-south run? 

Mr. McGrecor: On the north-south run, yes. 

Mr. Fuuton: What is the picture of the north Atlantic situation? 

Mr. McGrecor: The north Atlantic will also follow its usual reduction in | 
service. 3 : 

Mr. Futon: Can you give us the figures? ; 

Mr. McGrecor: The report shows that we flew as high as two a day during 
the summer traffic, and as low as five a week during the winter. 

Mr. Futron: Will you be reducing it during this coming winter? . 

Mr. McGrecor: That will depend on the traffic. It is very difficult to predict 
the traffic on that route. ; 

Mr. Fuiron: Your plans with respect to the north-south routes do not 
involve in number-any increase of aircraft and crews? 

Mr. McGrecor: Not in the number of aircraft, that is right. 

Mr. Fuutton: But what about crews? 

Mr. McGrecor: No. | 

oe Fuutron: Mail contracts are referred to in the second paragraph on 
age 4. 
ae Last year in the committee, at page 305 of the Report of Proceedings and 
Evidence it was indicated—and I shall read now from the Annual Report of last 
year which was read into the record at page 305: 

No new mail contract was negotiated in 1948, the Post Office paying 
T.C.A. at a fixed monthly rate of $450,000 during the initial and experi- 
mental period of first class mail transport. This arrangement will continue 
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And then it was indicated that negotiations were to be carried on with the 
government for an increase in the rate and we were given the understanding that 
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you hoped that those. negotiations would result in increased rates for 1949 or 
1950. | | | 

Mr. McGrecor: That is correct. 

Mr. Fuiton: And what is the position now in that regard? 

Mr. McGrecor: The position is that the negotiations have taken place and 


there is no increase in the rate. 


Mr. Fuutron: Has a new contract been arrived at? 

Mr. McGrecor: No. It was authorized that there be an extension of the 
temporary rate while negotiations continued. 

Mr. Fu_ron: You say that the negotiations are continuing? 

Mr. McGrecor: Yes. 

Mr. Futon: But for 1950 the present monthly rate of $450,000 continues? 

Mr. McGrecor: That is correct. 

Mr. Futron: What is your forecast with regard to the negotiations? Just 
what does T.C.A. ask for? 

Nir. McGrecor: T.C.A. asked for an increase in the remuneration paid, and 
for it to remain on a fixed basis. But, if the basis of payment is to go to a unit 
basis of so much per ton mile, we have suggested that we should receive additional 
remuneration. I may say that these suggestions have not been given a welcome 
reception by the post office. | 

Mr. Futron: What specific requests have you made? 

_ Mr. McGrecor: We suggested a figure of $520,000 per month, if it was to 
remain on a fixed lump sum basis. 

Mr. Fuuron: And what about the negotiations? Have you finished your 
representations, or are you expecting a decision? 

Mr. McGrecor: No. The negotiations are continuing. The last repre- 
sentations were made by myself and the vice-president of traffic to the post 
office at a meeting in the Postmaster General’s office attended by the deputy and 
two or three others. At that time the meeting closed on the decision that both 
the company and the post office would carry out further studies as to the 
principle of giving the T.C.A. additional work without proportional but with 
some increase in remuneration. 

Mr. Fuyron: Which would the company prefer, the fixed monthly basis 
of $520,000 or the unit basis? 

Mr. McGrecor: We would prefer to have the fixed monthly basis, because 
it would allow for financial planning to be done on a predetermined basis; 


_ whereas, on the unit basis of work performed monthly, revenue fluctuates quite 


a bit. 

My. Futron: In your arriving at that figure, are you asking for an amount 
which would, in your opinion, cover the complete cost to TCA for carrying 
this mail, or are you ready to give that service at less than cost? 

Mr. McGrecor: No, we are not ready to give any service at less than 
cost if we can possibly help it. 

Mr. Fuuton: So your opinion is that $520,000 covers the cost of the mail 
service which you are asked to give? 

Mr. McGrecor: That figure was arrived at on the basis of the amount of 
additional mail we were being required to carry under the all-up arrangement, 
over and above that which had been forecast, that is, two and a half times that 
of the old surcharge volume. The figures are now running in the order of two 
and three-quarters times that amount. 

Mr. Futon: Are those service flights confined to your main line travel, 
or do you carry mail on all flights? | 
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Mr. McGrecor: All flights are given mail, and all flights have a mail 
commitment. That means that the air mail is protected up to a certain amount 
and we must hold ourselves in readiness to carry that amount of mail on each 
flight. 
“Mr. Fuutron: Take for example the Vancouver to Calgary run. ‘That 
would be local airmail and it would be carried under the ce between 
Vancouver and Calgary, and Calgary and, Regina? 

Mr. McGrecor: And Medicine Hat and Swift Current and so on. 

Mr. Carrer: May I ask a question? ‘Does the T.C.A. ever find that, they 
have to leave passengers behind in order to carry mail? 

Mr. McGrecor: Not very often, no. It was the case during the time we 
had shorter runways. It was nearly always the case on the Atlantic run 
where the distances are great and the fuel loads are high, and where the total 
available lift of the aircraft would be apportioned as between passengers, mail 
and cargo. It existed at Toronto due to the runway length, but it IRE REAT ES 
in 1949 with the completion of the runway extension at that point. 

_ Mr. Carrer: That was the only limiting factor, the length of the runway? 
- Right Hon. Mr. Howse: As far as domestic ues 20, yes. 
Mr. Fuuron: Does mail take priority over passengers? 


Mr. McGrecor: No. The commitment for mail carried on any one flight 
is fixed by agreement with the officials of the post office, and it varies by flights. 
I know that on the evening flights out of Toronto, the limit is 1 ,000 lbs. as a 
condition of that flight. We might find it necessary to de-plane a passenger, 
but we must hold ourselves in readiness for that fifteen hundred pounds of. mail 
under this specific commitment. 


Mr. Fuuton: Have you specific commitments for the United Tidedon 
service? 


~Mr. McGrecor: No... : 
Mr. Futron: What is the basis of your arrangement there? 


“Mr. McGrecor: The amount of mail varies greatly, for example when 
you compare Christmas time with other times. But because there are other 
services such ‘as the B.O.A.C., the post office do not insist that we maintain a 
fixed commitment. 


Mr. Gruuis: Does Canadian Pacific Air Lines hold mail contracts with the. 
government? | 
Right Hon. Mr. Howe: Yes. 


Mr. Gituis: How do the Canadian Pacific Air Lines’ arrangements compare . 
with those of Trans-Canada Air Lines? 


Right Hon. Mr. Hows: Canadian Pacifie Air Lines get a lot more money 
for carrying the mail than we do. . 


Mr. Guus: Why? Why the discrimination? 


Right Hon. Mr. Howe: For instance, a lot of mail is carried by Canadian — 
Pacific Air Lines which cannot be carried by any other means. 


‘Mr. Drew: Is that the only reason they get it? 
Right Hon. Mr. Hows: Perhaps they are better negotiators. 


_ Mr. Giuuis: Could we have the details of the mail contracts with Canadian 
_ Pacific Air Lines? 


- Right Hon. Mr. Howe: I would suggest that you subpoena Mr. Turnbull 
for that information. I do not know it myself, and I would not like to ask 
for it. 


Mr. Mutrcu: I wonder if it would come within the terms of our Preemie 


RAILWAYS AND SHIPPING _ | 309 


Mr. McGrecor: The character of the Canadian Pacific Air Lines routes 
is very different to Trans-Canada Air Lines. Most of them are a lateral service 
to the main east-west route and are into bush territory. where, perhaps, dog 
teams would be the only alternative; and the volumes are lower. I understand 
they are paid varying amounts for the route mileage flown, and I think it is 
probably correct to say that their unit remuneration would be higher than ours 
on regular main lines. 3 | 

Mr. Drew: Is not the situation this: that, in addition to the answers you 
have. given, Mr. McGregor, the mail rates paid to the Canadian Pacific Air 
Lines in relation to the weight of airmail are computed having recognition of 
the fact that there are not alternative services available that offer reasonably 
speedy facilities; and that, in your case, so far as domestic routes are concerned, 
it is an alternative between rail and air. I understand that your rates are 
computed on the basis that alternative provisions are offered, and you carry 
the mail in cases when it would be speedier than ordinary rail delivery. Is that 
correct? | 


-- Mr. McGrecor: That is correct. 3 
Mr. ‘Drew: I understand that in the case of those areas which are served 


_ by over-night trains and conditions of that kind, the train service is used rather 


than the airmail? 

Mr. McGrecor: Certainly, there is a great deal of mail forwarded by train 

over many of the routes which we parallel. 

~ Mr. Drew: You would carry it from its point of shortest haul. How much 
mail’ would be carried by the air lines other than between the regular letters 
carried bearing airmail stamps between, let us say, Ottawa and Toronto? 

Mr. McGrecor: I am afraid I do not know the answer to that. 

Right Hon. Mr. Howe: It is entirely up to the post office. They can put 
on as much or as little as they like. 

Mr. McGrecor: On the longer routes between, let us say, Toronto and 
Winnipeg, we probably carry a very high percentage of the first class mail, 
subject to the condition that it is restricted to one ounce and carries first class 
postage. 

_ Mr. Drew: But in that case you have the difference between a couple of 
hours on the one hand and a day and a half on the other. 


Mr. McGrecor: Yes. 


_ Mr. Drew: In the case of the shorter haul situation, let us say, between 
Ottawa and Toronto or between Montreal and Toronto, where there is a very 
quick service by air, and where there is also a very quick over-night service by 
rail, would there be any airmail carried on either the Montreal-Toronto route — 
or the Ottawa-Toronto route other than mail which carries the airmail stamp. 


Mr. McGrecor: Yes, there is mail carried. I know there are large quantities 
of mail which move also over those routes, and we do carry first class mail over 


_ the routes you mentioned, and on others. 


Mr. Drew: Who would have the figures which would show the total carried 
over those routes? 3 

Mr. McGrecor: Our own figures will. I do not know what the alternative 
route carriage is. 

Mr. Drew: Could you let us have figure showing the amounts carried by 


air as well as that paid for by airmail stamps? 


Right Hon. Mr. Hower: No. He does not know what is in the pouch. 


Mr. Drew: The letter that carries an airmail stamp is handled separately? 
I am not speaking about the T.C.A., I am talking about the post office. A letter 
that has a seven cent stamp on it is handled separately from the regular mail? 
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Mr. McGrecor: No, not by T.C.A. 
Mr. Drew: Do you mean to say the people pay seven cents for nothing? 
Mr. McGrecor: Not quite.. — 

Right Hon. Mr. Hows: People pay seven cents to make sure the letter goes 
by air. The post office pays so much a month to the T.C.A. to carry airmail 
and the post office include anything they like up to the weight we are committed 
‘to earry but what is put on the aeroplane is entirely up to the post office. Mr. 
MeGregor has nothing to do with that. 

Mr. McGrecor: A letter bearing surcharge postage must be sent airmail, 
and in addition a large peace of ordinary first class postage mail is sent along 
with it. | 

Mr. Futron: Then you just get a closed bag? | 

Mr. Grorce: They make up their weight in this way; they put in the airmail — 
first and to make up the weight contracted for they put in additional first class 
mail. 

Mr. Murcu: With this in addition, Mr. Chairman, that even on the short 
runs, depending on the time of pick-ups, if you get a faster delivery, say in 
Toronto and Montreal as a result of sending it by air at a given time, by air it 
goes. But if the same delivery can be effected by sending it by overnight train 
mail there would be no point in sending it airmail. 

The CuarrmMan: That decision would be a post office decision. ie AP 

Mr. Drew: While the amount by which it would vary may be relatively 
small it is a straight business proposition. It cannot be for the post office to 
decide how much carrying capacity there is left for mail in an aircraft bound 
for Toronto, as that must be known some hours ahead because otherwise they — 
would not know how much air mail to send out to the airport, and might be 
told there is no space for it. Then it would have to be sent all the way back to 
the post office for despatch by train. There must be some allocation of mail 
space and that must be done on some definite basis. , 

Right: Hon. Mr. Howse: It is done by agreement with the post office. Over 
the years so much space and weight on planes is reserved for post office use. 

Mr. Drew: What is the allocation for airmail Deon Ottawa and Toronto 
on the regular flights? 

Mr. McGrecor: It varies by flights. I mentioned 1,500 pounds as one 
figure that I happen to know out of Toronto. 

Mr. Drew: Will you get this information? 

The CHatrmMAn: Mr. George made the correct suggestion that all the 
preferred mail is put in the bag and then the balance of the weight is made up 
from the ordinary mail. 

Mr. McGrecor: Yes. 


Mr. Drew: This is not a dialectic exercise. There is a very practical point 
involved. That mail which has an airmail stamp on it is entitled to go by 
airmail in any event. If it is not handled in separate bags, how does anyone know 
whether it goes by airmail or not? 


Right Hon. Mr. Howe: If you received an airmail letter that went. by 
rail you’d know it. 

Mr. Drew: This is a simple business proposition. 

Right Hon. Mr. Howe: Yes, but it is not Mr. McGregor’s business. That is 
the post office business. 

Mr. Drew: Mr. McGregor and I are getting on very well. I think 
Mr. McGregor said there is a certain allocation of airmail by weight regardless 
of whether it is prioriy or regular mail carrying the ordinary stamp. What I am 
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getting at; Mr. McGregor, is this. Unless the letters that carry an airmail stamp 
are handled separately from the genera] mail how can anyone say whether they 
do or do not go by air as distinguished from the general bulk of mail? 

Mr. McGrecor: I think it is a post office question, as Mr. Howe said. We 
get a number of locked mail bags delivered to the airfield up to the commitment 
that we are required to carry on that flight. Now, we presume that the post 
office handles it like this: first of all they fill a number of bags with surcharged 
mail and then: fill the balance of the bags with ordinary mail up to the weight of 

-our commitment to be carried on that flight. But there is no differentiation as 
far as we are concerned between surcharged mail and ordinary mail. 

Mr. Drew: So as far as you are concerned alll you simply do is to take mail, 
without any indication as to what class it is, up to the committed weight, and 
then after you reach that weight the remaining bags would be sent back to the 
post office? 

Mr. McGrecor: The post office delivers mail not in excess of our commitment 
on any one flight so we do not have to leave mailbags behind. 

Mr. Drew: I think from what you said you cannot have a situation where 
you might reach a certain amount and then have to leave some mail behind. 

Mr. McGrecor: We reach the amount but we are not given more. There 
is no case in which the post office has given us mail beyond our commitment. 

Mr. Drew: In addition to commitments for mail have you special rates for 
newspapers? 

Mr. McGrecor: Yes. 

Mr. Drew: Is that by contract with the newspaper companies themselves 
or is 1t a mail rate arranged with the post office? 

Mr. McGrecor: No, the post office does not come into it and it does not 
travel as air mail, it travels as air express by arrangement with the publishers 
involved. 

Mr. Drew: How many publishers have contracts of that kind? 

Mr. McGrecor: I believe six or seven. 

Mr. Drew: Could you give us the details of the contract in regard to the 
newspapers handled in that way? 


Mr. McGrecor: I could go into that detail, yes. 
Mr. Drew: Are there any cases to your knowledge where passenger services 
are affected—the number of passengers you could carry—by the carriage of 
_. newspapers? 

Mr. McGrecor: No, no case that I know of. 

The CuarrnMAN: That comes under your cargo item. 

Mr. McGrecor: Yes, and the carriage of newspapers is mostly over the 
short runs. 

Mr. Drew: Then you can give us that information? 

Mr. McGrecor: I can give you the information for specific flights. 

Mr. Drew: And the names of newspapers that have contracts with you and 
the terms of the contracts that you have? 

Right Hon. Mr. Hows: I wonder if this is wise? This is giving away the 
private business of the airlines and of the press, and I wonder if this is the 
proper thing to do? 

Mr. Drew: I think the press would leans this information. 


Right Hon. Mr. Howe: This is highly competitive trade. That type of cargo 
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used to be and is carried between Windsor and Toronto by the American Air 
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Lines. I do not know what their rates are and I do not know why we should 

give them our rates. grind es tae) We a2 
Mr. Harrietp: Mr. Chairman, I would like to ask if you accept first class 

mail regardless of whether you have a service to where it is directed or not. 

Mr. McGrecor: I am afraid I am not clear on the question. 

Mr. Hatrietp: I would like to know if you accept first class mail regardless 
of whether you have service to where it is directed or not. That is, have you 
any checks with the post office department as to whether you are carrying mail 
that should be sent by train. We receive a lot of air mail letters that are two ° 
days behind train mail. Does that make it clear to you? 

Mr. McGrecor: If the post office: gave us a bag of mail that was to be put 

off at Toronto and destined for Sarnia, and it is within our commitment on that 
flight, it will go by airmail as far as Toronto where it will be deplaned as 
ordered by the post office, and then go back to the custody of the post office 
~ department. 

Mr. Hatriztp: Yes, but are you not handling mail by air that would go 
quicker by train mail. | : ; 

Right Hon. Mr. Hows: That is post office business. We have nothing to 
do with that. 

_ Mr. Harrieip: You are carrying a lot of mail that should not be carried 
by air at all and as a result it is delayed one or two days in going by alr. 

Mr. Mutcu: That is a post office matter. | 

Mr. Harrietp: For instance, a letter going from here to my residence can 
go to Moncton by air; then it would be put on a train and it would be delayed 
two days reaching my post office. che 

Right Hon. Mr. Hows: That is a matter entirely for the post office. 

Mr. Harriretp: They should be checked up. | 

Right Hon. Mr. Howe: Mr. McGregor only transports the mail bags; he 
does not know what letters are inside. v4 | 

Mr, Hatrretp: There should be some check up with the post office on that. 

The Cuarrman: Any further questions on page 4? bigest 

Mr. Drew: Yes, I was asking a question in regard to the subject of con- 
tracts for carriage of newspapers. Now, we know what the rates are for letters, 
for special airmail letters, we know what the rates are for air cargo in explicit 
detail and I suggest that there can be no conceivable reason why this committee 
should not have all the facts in connection with the carriage of newspapers. — 

Mr. McGrecor: If the committee desires, the information will be forth- 
coming, but I think that puts the company in a rather unhappy situation where 
there are competitive air services. Lone wee 

Mr. Drew: There may be competitive air service, yet we cannot divorce 
ourselves from the fact that this T.C.A. is the one hundred per cent subsi- 
diary of the Canadian National Railways, and is, through that very fact, owned 
by the people of Canada. We dre here as representatives of the people of 
Canada and we cannot possibly deal with these subjects unless we know all 
the facts. ‘3 : 


Right Hon. Mr. Hown: As a representative of the people of Canada who is 
particularly responsible for the success of this airline, I object to that informa- 
tion being given out. ays 

Mr. Drew: I move that the witness be authorized by this committee to give 
details as to the contracts with the various publishers for carriage of the news- 
papers by this company. : aie ai 
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Mr. Fuuron: I understand that the T. CA, has rights over and. above any 


other air lines. I do not see how the question of competition enters into it. 


Right Hon. Mr. Howe: There is an American Air Lines service from 
Toronto to Windsor, and they handle this type of traffic. 


Mr. Drew: Do they land in the Windsor airport? 


Right Hon, Mr. Hows: Windsor or Detroit, Iam not sure, but they carried 
those Toronto papers into Windsor for a long time and the business has since 
been handled by the T.C.A. I would not like to tell American airlines what 
T.C.A. have to bid to get that business back. 

Mr. Fuuron: I do not see why the information asked for is not forthcoming. 
It is a matter of a general nature. 

Right Hon. Mr. Hown: My theory is that you are not entitled to it. It is 
definitely a matter of internal management and the management of that com- 
pany has been entrusted to the Board of Directors of Trans-Canada Air Lines. 

Mr. Fuuron: The contracts that are made certainly affect the revenue 
position of the airlines, and we might suggest that some preference should 
be given to the carriage of Canadian newspapers, given by the government or 
by parliament— 

Right Hon. Mr. Hows: You are not entitled to say that, my friend. That 
is a matter for the internal management of the airlines. | 


Mr. Fuuron: Could we not recommend a variation of the rates? 
Right Hon. Mr. Howse: You could not recommend a rate variation. 
Mr. Fuiton: We could certainly recommend a variation. 


Right Hon. Mr. Hower: I do not wish to press this; I will leave it to the 
committee. 


Mr. Drew: What has just been said by the minister is that this is not 
information which this committee is entitled to know and I think it is time that 
this committee should decide that it is entitled to every detail of the business 
of this air service if it is to form any intelligent conclusions. It is a public 
enterprise owned by the people of Canada and not a single detail of this business 
should be withheld. 

Right Hon. Mr. Hows: That is not the view of parliament, and this has 
been stated on many occasions, 


_Mr. Drew: I am stating a proposition in support of this motion that this 
is simply a device by which the most improper contracts could be made in 
favour of any particular organization, and if you are really desirous of -arranging: 
for the carriage of newspapers there is no reason why you cannot provide. a 
newspaper carriage rate. This is a situation that should not be tolerated what- 
ever has been done in the past. 

The CHarrMAN: We have reached the hour of adjournment: Your motion 
is tabled, Mr. Drew. Your first motion will have precedence. 

We will meet again at 4:00 o’clock. | 


The committee adjourned until 4:00 o’clock p.m. 


AFTERNOON SESSION 


The committee resumed at 4 p.m. 


The CHairMAN: Gentlemen, we have a quorum, and while we are “alee 
for the minister perhaps we can deal with Mr. Drew’s motion. It is moved 
by Mr. Drew that witnesses be authorized to answer questions in seep to: 
salaries of officials of Trans-Canada Air Lines. 
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Mr. Drew: In presenting this resolution, Mr. Chairman, I do not suggest 
that we should proceed from the standpoint of what has been done in the past. 
We are trying to approach this problem of a deficit of over $4,000,000 in opera- 
tion. It,seems to me that the first concern of this committee should be to 
examine every factor entering into the combined cost of this operation which 

might in some way have contributed to that deficit. I cannot imagine how it 
is possible for the members of this committee to form any impression as to 
whether appropriate steps are being taken to carry on the necessary economies 
in relation to this and other costs, unless the committee have the information 
which will make it possible for them to reach a decision as to the propriety 
of every payment that is made. 

There is, of course, another feature in this particular case which is of 
considerable importance. In this case some of the officials are also officials of | 
the Canadian National Railways, and certainly it would seem that the members 
of this committee and of the House of Commons should have the right to know 
what is being paid for part-time work, and what proportion that bears to the 
full salaries of the officials concerned. It certainly has to do with any proper 
method of auditing of payments made; and I am sure that all of us will agree 
that the firm of auditors who audit the books of this company are entitled to 
the complete confidence of every member of this committee. It must be 
remembered that their audit is only conducted from the point of view of a direct 

“analysis of the figures and the accuracy of the figures shown within the accounting 
practice as laid down. It is not for the auditors to do this work, to say whether 
the men who are paid for one service or another are to get a certain amount; 
or, I will put it this way: that in a particular instance the official should be 
devoting the whole of his time or only a part of his time to the particular task. 

I think in a survey of this kind not only in this case but in every other case 
we are left with only a part of the picture, and without the ability really to 
form a judgment, if it can be said in any case that there are answers which 
should not be given. 

I cannot for one moment imagine what principle supports the idea that. the 
salaries paid to men who are employed by the Government of Canada, either 
directly or indirectly, should not be disclosed. No matter how senior a civil 
servant may be, no matter how important his work may be, his salary is 
disclosed. While these men are not civil servants they are working for the 
people of Canada through a public body of this kind; and failure to disclose 
these salaries on the one hand leaves the way open for abuses to creep in which 
I believe this committee should not let pass unchallenged; and, on the other 
hand, leaves us in the position where we simply do not know what the arrange- 
ments are. 

I strongly urge as a matter of general principle, and particularly in a case 
of this kind, that the information should be given upon which the members of 
the committee can intelligently express their judgment as to whether the course 
that is being followed is correct and in the public interest. 


The CuairMan: Are there any others? 


Mr. Gruuis: Mr. Chairman, Mr. Drew has two motions before the committee. 
I propose to discuss both of them at the same time. With one of them I agree 
with Mr. Drew and on the other I disagree. . 


The Cuarrman: I think it would perhaps be better if we take this one first. 


Mr. Giuuts: All right, Mr. Chairman. On this particular motion I agree 
with Mr. Drew. I do not think there is any valid reason why we should withhold 
the information he is looking for. As he pointed out we know what the salaries 
of cabinet ministers are; they are fully advertised. This is also true of our 
higher bracket civil servants. The salary of the president of the Canadian 
National Railways was given to us in the House a few days ago; and in this 


Se ee 
ee oF 


PCT Soh ERAS ND SHTPPING 315 


particular case, in view of the fact that there is a deficit of $4,000,000, I think 
myself that if the press carries a story from this committee to the general public 
that you are withholding that kind of information it has a bad psychological 
effect; it creates the impression outside that you are hiding something. I am 
sufficiently interested in the T.C.A., and sufficiently proud of it also—I think 
it is the best service in the world of its kind from the standpoint of efficiency, 
courtesy and so forth; and I am also reasonably sure the salary ranges of the 
service are below those comparable services on this continent. I do not think 
we should withhold that information. I think you will find if the salaries are 
tabled that we are paying our people much less than 5 paid officials of C.P.A., or 
similar lines in the United States. I think, personally, that we should table that 
information and get on with the business; and clear up in the minds of the public 
that we are trying to hide anything. I believe that this motion should carry and 
we should get that information. The impression is created in my opinion, if we 
withhold information that T.C.A.’s salaries are away up, and all that sort of 
thing. To my mind, I am reasonably sure that that is not the case, and if we 
have that information about salaries which this committee is looking for, it may 
justify this committee in recommending that they be increased. In any event, 
I do not think salaries have a great deal to do with this deficit. I think the 
report. speaks for itself, and that the reason for the deficit is very clear. I agree 
with Mr. Drew that we should pass this motion and give this information to the 
public. 

Mr. Grorce: I would like to ask Mr. Gillis if he has reversed his opinion— 
the one which he had on the Canadian National Railways—which as I recall 
was the opposite to that which he has expressed today with respect to the T.C.A. 


Mr. Giuuis: We had that information on the C.N.R. 

Mr. Grorcre: We only had the president’s salary. 

Mr. Giuuis: I think you can get any of the others you want. 
(The Committee rose: during a division in the House.) 


(Following the division the Committee resumed). 

The CHatrMaAn: Gentlemen, we have a quorum. Mr. Gillis, were you 
through? 

Mr. Giuuis: Yes, I am finished. 


Mr. Greorce: Mr. Chairman, I was pointing out the fact that Mr. Gillis 
has reversed his stand in this connection as compared with the one he took 
regarding the Canadian National Railways. When salary was discussed for 
the C.N.R., as I remember it, the figure was given for the president only, and 
Mr. Howe points out that it is paid by the government and that is the reason 
for the disclosure. 

Right Hon. Mr. Hows: That is right. 


Mr. GrorcE: Salaries of none of the others were disclosed; the motion was 
voted down. I cannot see why we should do one thing last week and reverse our 
stand this week. : | 


Mr. Giuuts: I would like to say this, as Mr. George has brought me into it, 
that. we are discussing two completely different matters. The Canadian National 
Railways have pretty wide ramifications. They start their operations at the 
beginning of the year with a fixed deficit of $45,000,000 although they showed an 
operating profit of $22,000,000. This time we are discussing T:C.A —a relatively 
new operation—which has an operating deficit of $4,000,000. The number 
of salaries Mr. Drew is asking for, in comparison to the string you would have 
for C.N.R., is quite limited. I have not reversed my opinion; I try to take these 
things on their merits and do the best I can for the service. I am particularly 
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interested in Trans-Canada Air Lines; I am proud of it; and I do not want 
anything to happen in-this committee or anywhere else that will create in the 
public mind any suspicion regarding the operation of that service. It is a new 
service and it is doing a good job. We wish to retain public confidence in it. © 

I was not particularly interested in the C.N.R.—I will talk about it in 
the proper place and that is the House of Commons—but I think it is some- 
thing that needs overhauling. However, if we withhold the information Mr. 
Drew is looking for it can be played up by sections of the press which are 
hostile and which do not believe in that kind of ownership, and it will create in 
the public mind the impression that there is something wrong. I am sure there 
is nothing wrong, and that is why I would like to see the information Mr. Drew 
asked for put on the record. 


Right Hon. Mr. Howe: Perhaps I should call attention to the fact that 
precedence for this stand goes back to the Railways and Shipping Committee of 
1931. At that time a demand was made for salaries of all officers of the C.N.R. 
You will remember that was a time when there was a good deal of discussion about 
cutting down expenses of the C.N.R. and, I think, it resulted in the removal of 
Sir Henry Thornton. This matter of publishing salaries was discussed by a 
‘sub-committee which reported to the main committee. I have before me the 
findings of the main committee. They were that the salary of the president, 
being a matter of approval by the governor in council should be published but . 
that all other salaries should not be published. I can read the citation, if you 
‘like. It was a committee made up of Dr. R. J. Manion, the Hon. J. D. Chaplin, 
the Hon. Robert Rogers, and the Hon. W. D. Euler—a very strong committee of 
private members. 

I have been attending these meetings for the last fifteen years and every 
committee has decided against publishing the salaries of officials. The reason for 
it is that it sets up jealousies within the system. One man does not know an- 
other man’s salary. I happen to know that the president of the line is getting 
considerably less than the president of C.P.A. I also know that one vice president 
is getting considerably more than another vice president, and I know there are — 
a good many differentiations down through the list. It is humiliating for these 
people to have the public know how much money they are receiving and it 
certainly will not benefit the operation to have the facts made public. Therefore, 
I hope that the committee will decide against giving this information, : 


Mr. Futton: I think we have a somewhat different set of facts here.. .The 
other day we were dealing with the question of the Canadian National Railways 
and there is no connection here with Mr. Gordon’s comment. I would point 
out there is no reversal of our stand. We asked for the information but the 
Minister of Transport cited the ruling and said he would appeal to the com- 
mittee if the matter was forced. It was obvious that we would lose and I know 
that I felt if we had forced it to a vote that it would not carry and, therefore, 
did not press for the information. Here we have a different set of facts. We 
have a number of officers or officials of both concerns—both the C.N.R. and 
Trans-Canada Air Lines. I can well imagine that it might be, if we were to get _ 
the information, that we would find one man or more than one man was being 
paid one salary when in fact he was doing two jobs. It might well be that the 
committee, if it were given the information, might feel either that the operation 
should be separated and one man given one job, or else that the salary should be 
increased to a point where the individual in question would be adequately re- 
compensed for doing two jobs. It seems to me it raises a serious point and we 
cannot make a decision because we do not. know the facts. 

- L regret that I have not another precedent before me, but I believe that there 
is a precedent dated April 19th, 1921, when a demand was first made for the 
salary of the president of the railway and I believe at that time the request 
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was carried. Mr. Meighen, after an all-night sitting, agreed that he would send a 
wire to find out exactly what the salary was— | . 

Right Hon. Mr. Hows: Of the president? | 

Mr. Fuuron: Yes. I do not see why there should be any difference between 
the president and the other officials. Here we are dealing with men doing jobs for 
two different companies. If we got the information we might feel they were 
seriously underpaid. We do not know what the situation is until we get the 
information. — 

The Cuarrman: Are you ready for the question? 


Mr. Fraser: No, not just yet. I really feel that the committee should know 
the salaries. I do not know of any company operating in Canada which has a 
shareholder’s meeting and where, if the salaries of the officials are asked for, they 
are not given. 

Right Hon. Mr. Hows: That information is never given. 

Mr. Fraser: Oh, yes, it is. 

Right Hon. Mr. Hown: Never. 


Mr. Fraser: Oh yes, it is. There are some companies which, even in their 
annual report, list the officials and their salaries. 


Right Hon. Mr. Howe: I wish you should show me one report. 


Mr. FRasrer: Well, the Borden Company is one. I only saw their report this 
morning. It gives the salaries of them all, as well as the stock that they hold, 
and everything else. ; 


Right Hon. Mr. Howz: The stock that the officials hold, maybe, but 
certainly not their salaries. 


Mr. Fraser: Oh, yes, the salaries; all the salaries; and there are other 
companies too. I think this committee is in the same position as an annual 
meeting, and I feel that we should have these salaries, especially with the T.C.A. 
in the hole that it is, this year. 


_ Mr. James: The T.C.A. is in competition with other air lines and if the 
T.C.A. should disclose the salaries of all their top officials, would not the people 
of the other air lines be in this position that they would say: “Oh, that boy 
must be pretty good. Maybe we could offer him a few hundred dollars more 


_ and perhaps take him away from T.C.A.” 


Mr. Knicut: Before the vote is taken, I would like to make my position 
clear. I think that the principles involved in these two motions are somewhat 
different. I am not too convinced about the minister’s argument with respect 
to precedent because it is one of the faults of precedents that, as time goes on, 
they become more firmly entrenched. I occasionally think that some of these 
precedents ought to be broken: That is just a general remark. If I thought 
that the disclosure of these figures in regard to the salaries would prejudice the 


~T.C.A., I would not support this motion. However, I still have to be convinced. 


I do not see how the salaries could in any way prejudice the company, that is to 
say, in respect to its having competitors. 

In respect to the other case, whether there should be details given of 
contracts where competitors are concerned, then certainly those matters should 
be withheld. I do not think highly of the Right Honourable Mr. Howe’s argument 
that we are members of the public and that this is our air line. We have our 
experts in whom we have placed our confidence, and I do not think they should 
be asked to disclose the details of all these contracts simply because we happen to 
be the owners of the airline. I believe we should have confidence in those experts 
to carry on their business. But to me the salary question is different, and I am 


- not convinced that this information would prejudice the T.C.A. 
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‘The CuarrMan: Well, Mr. Knight, if you are not convineed, I think you 
should remember that in 1931 apparently the committee at that time were not 
convinced and they went to the trouble of appointing a subcommittee. That 
was during Mr. Bennett’s administration. The subcommittee was composed 
of representatives of all political parties, and that subcommittee brought in a 
unaminous report against tabling the salaries of the officials. 

If anyone in this committee seriously thinks that we should change the 
established precedent, then the obvious thing to do would be to move to appoint 
a subcommittee from this committee to review the problem and to determine 
whether changing conditions should bring about a change of the existing 
practice. 

Mr. Knicut: I should think the matter might be decided by this committee. 
I do not see why there should be a subcommittee. I think the Right Honourable 
Mr. Howe had a good point in his suggestion that it might promote a feeling 
of jealousy among the officials in regard to differences in their salaries. But 
suppose all these officials already know what those salaries are. 

Mr. McGrecor: I wonder if they do know. The vice-president in charge 
of operations does not know what the vice-president in charge of traflic gets, 
or vice versa. And I hope that neither of them know what I get for a salary. 

Mr. Knicut: Do you mean they do not know officially? 

Mr. McGrecor: No. They definitely do not know officially. 


The CuatrmMan: Are you ready for the question, gentleman? All those in 
favour of the motion: the motion being that the salaries of the officials should’ 
be disclosed? | 


Mr. Knicut: You mean T.C.A. officials quite apart from Canadian National 
Railway officials? | 

The CuHarrman: Yes. All those in favour, please signify? (Six) 

All those opposed will please signify? (Six) 

I declare the motion lost. \ 

Now, the next motion is one which was moved by Mr. Drew that the wit- 
ness be authorized to give to the committee the details of contracts for the car- 
riage of newspapers. : 

Right Hon. Mr. Howe: I have been looking at the matter since adjournment 
and I find that these newspapers are carried on a tariff. The arrangements may 
eall for the carriage of certain quantities for certain flights. They have nothing 
to do with the earnings or the price or anything else, so I do not think there 
would be any harm in giving the committee the tariff of charges. 


Mr. Drew: As well as the arrangements that are made as to the amounts 
which are to be carried on particular flights? 


Right Hon. Mr. Howe: I do not know whether there is any such provision. 


Mr. McGrecor: I cannot give the specific amounts because there are no 
such arrangements. The arrangements are that for specific flights we may expect 
the usual amount of newspapers on each day except the weekends, depending on 
the publication in the newspapers. | 

The commodity rate is 60 per cent of the regular air express rate; and, for 
example, between Toronto and Ottawa it works out at 7-2 cents per pound. 

The newspapers with which we have this working agreement are: The 
Toronto Telegram to Ottawa and Montreal. The Toronto Star to Ottawa, Fort 
William and Montreal. The Toronto Globe and Mail to Ottawa and main 
points Winnipeg west. The Montreal La Presse to Ottawa; The Montreal La_ 
Patrie to Ottawa; The Montreal Le Devoir to Ottawa; and finally the Montreal 
Star to Ottawa. 

There is no specific monetary arrangement in favour of any one paper. 
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Mr. Murcu: The tariff is public? 
Mr. McGrecor: Yes. | 


Mr. Drew: I was relating my question to the information you gave us 
earlier about the carriage of mail. It seems to me that following through from 
that there would likely be some arrangement as to the availability of certain 
weight carriage space for a particular publication at a particular time. Is there 
any arrangement of that kind? 


Mr. McGrecor: I do not know whether you would call it an arrangement 
or not, Mr. Drew. It is an understood faet that a paper that is published at four 
o’clock will normally arrive at the airport with a load for Ottawa about that 
time and the load does not vary by more than a pound or so. We make arrange- 
ments to carry the volume they usually bring. 


Mr. Drew: And then would it be open to any of these several newspapers 
who make arrangements of that kind to increase or decrease the amount they 
deliver in that way? 


Mr. McGrecor: Absolutely. Regarding a load of that kind we always de 
our best to accommodate them. 


Mr. Drew: Well, how would that relate to the carriage of mail which has 
a fixed weight in relation to a particular trip?) How would you determine how 
much would be carried on a given trip? 


Mr. McGrecor: Of the newspapers? 
Mr. Drew: Yes. 


Mr. McGrecor: Well, as I say, the newspaper load varies very little 
between one day and another. In fact, I do not know whether it varies at all. 
One thousand copies of a certain publication, say, goes on a certain flight and 
perhaps over a period of time there might be some growth in that, but the few 
pounds that might be involved do not eonstitute any particular problem. 


Right Hon. Mr. Hower: But you do not guarantee to carry it? 


Mr. McGrecor: No, but: there are these working arrangements in effect. 
The situation is that in any domestic flights that I can think of there is no 
weight-space problem as a general rule. During the four months in the summer- 
time there may be a shortage of space but generally the aircraft is quite capable 
of handling the business offered to it. 


Mr. Mutcu: It is carried as express? 

Mr. McGrecor: Yes. 

Mr. Mutcu: At a published rate? 

Mr. McGrecor: Yes, sixty per cent of the regular express rates. 

Mr. Mutcu: If anyone wants to ship newspapers at the same rate they 
simply deliver them to you? 

Mr. McGrecor: That is right. 


Mr. Giuiis: Would you like me to draw the committee’s attention to some- 
thing? This morning Mr. Drew placed a motion before this committee asking 
for the details of that particular arrangement. The minister was adamant, at 
that time, that the information would not be revealed. Now, the minister is 
only a member of this committee and without referring to the motion at all 
it has been decided by him what the committee is going to do. You, Mr. Chair- 
man, have permitted a discussion on this very subject on which there is a 
motion before the committee. ’ 


Right Hon. Mr. Hows: The minister is here as a member of the committee 
and as minister of the department concerned. 
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Mr. Grits: The Chairman should have considered the motion as to 
whether the committee was desirous of having this information. We have not 
decided whether we want that done or not. 

Mr. Mutcu: The motion is before the committee now. fe bas 

Mr. Gituts: You are doing the very thing that this motion was supposed 

to decide. : Ges Nt ae 

The CHAIRMAN: Do you want me to call the motion when it is not 
necessary. : | 

Mr. Giuuis: Definitely, something should have been done with it. It was 
tabled and should have been decided upon by the committee and not by one 
member. Mr. Drew should withdraw the motion now that he has got the infor- | 
‘mation. | Be aa 

Mr. Fuuron: Just before it is decided may I ask whether you have in 
effect, arrangements between Toronto and Windsor, the ones the minister was so 
worried about this morning. | : wae 
_. Mr. McGrecor: No. Toronto to. Fort William is the only one of: that 
nature that is recorded. : eek 

Mr. Fuutron: Did you formerly have one between Toronto and Windsor? 

Mr. McGrecor: I believe there was, that it was the case some years ago. 

Mr. Futtron: That would be in 1948? tie . 

Mr. McGrecor: Yes. | ee 

The Cuarrman: If I may, Mr. Gillis—I will only take a minute, and I wish 
you would put me right if I am wrong. My recollection is that on Mr. Drew’s 
motion in regard to the production of salaries I suggested that I would like to 
get the opinion of the committee as to whether it should be dealt with 
immediately or dealt with at the opening of the afternoon sitting. As you will 
recall, the committee decided that point. Then Mr. Drew made another motion 
with regard to the production of information as to contracts. The discussion on 
that motion continued right down until the time of adjournment, and at the 
time of adjournment I indicated that at the opening of the afternoon sitting 
of the committee the first motion would be the one to have precedence, and 
that the second motion would be dealt with immediately. Now, that 1s 
exactly what happened. es; 

Mr. Giuuis: That is not what happened, Mr. Chairman. 

The CuHarrMAN: Yes, the first motion was called. 


Mr. Guus: Yes, that is right. I am not quarrelling with that. But on 
the second motion— | 

The CHatRMAN: Then on the second motion when it was called the 
minister made a statement. 

Mr. Gruuis: The minister had no right to make that statement. 

The CHAIRMAN: Oh, yes. 

Mr. Gis: The minister should not have done that. The minister refused 
to give that information this morning when that second motion was made, and 
that motion should have been part of the business of this committee at this 
afternoon’s sitting for a decision. | . 

The CuarrMANn: It was the business of the committee to discuss the motion 
before it was put, and that is exactly what: has happened. Now, we have had 
a discussion and you want the question put. 

Mr. Gruuis: He gave the information without waiting for the motion to be 
put. You just slipped up as chairman, that’s all. 

The CuatrMAn: Well, all right. 

Mr. Giuuis: Now, will you put the motion? 
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_ Right Hon. Mr, Hown: Having been the chief objector before, I thought if 
I stated my removal of that objection the committee could proceed. 

_ The Cuarrman: I am not quite sure, Mr. Gillis, as to the point you now - 
raise. I did put Mr. Drew’s first motion and it was disposed of. Now every 
member of the committee is having an opportunity to discuss the other one. 


_ Mr. Grits: Yes, but you have already allowed the minister to do for them 
what every member of this committee has a right to decide. 


‘The Cuatrman: That is the privilege of members of the committee. 

Mr. Giuuis: But the motion was not put. 3 | 
_. The Cuairman: I thought the statement made by the minister cleared that 
point up. | , 
_° Mr, Giuuts: I think you are trying to get along too fast. 
~ -The Cuarrman: As I understand it now, Mr. Drew has got the information 
he wants and that in substance he withdraws his motion. Is that. right? 

Mr. Drew: No, not entirely; but subject. to one other question. 

- The Cuarrman: Yes. seh ; | 

Mr. Drew: The question I would like to ask is as to whether the 60 per 
cent of the regular express rate would compare in any way that you can explain 
with ordinary mail rates. 

Mr. McGrecor: It is lower. 

Mr. Drew: Lower than ordinary mail? 

Mr. McGrecor: Yes. | : 

Mr. Drew: The reason I asked that question is this: When appearing 


before the Senate committee on March 29 Mr. Turnbull, the Deputy Post- 
master General, who had been talking about the carrying of newspapers, said 


this in answer to a question, according to the Canadian Press dispatch: 


- 3) We are not in any position—certainly not at these prices—to give 
the publishers the benefit of a luxury service. 


T am wondering how that fits in if the rate is lower than the ordinary mail rate. 


Mr. McGrecor: The express rate, Mr. Drew, is a rate from point to point 
whereas mail includes the pick-up from the mailboxes and delivery to a 
specific address. I do not think the two things are really comparable. 


Mr. Drew: I appreciate the distinction. I am not talking about the pick-up 
and delivery service, I am talking about the aircraft used for this newspaper 
service. I appreciate that the newspapers are picked up and taken off in bulk 
and dispatched through the various channels; so I can only say that we have 
been in some uncertainty as to what the Deputy Postmaster General had in 
mind when he made that statement before the Senate committee. 


The CuHarrMan: Before we go on with the report there is one other 
matter I think many members of the committee would like to have disposed of 
now, and that is whether or not we should sit tonight. In looking over the 
proceedings of last year I find that there was a rather lengthy discussion in 
regard to a special T.C.A. problem which took most of the time and that the 
report itself and the financial statement and the audit report were cleared at 
about the time that would transpire in one committee meeting. I know that 
every member of this committee is anxious that these high ranking officials 
of T.C.A. should get back to their work as soon as possible, and I think 
we should decide naw as to whether or not we are going to sit tonight. I have 
had representations both ways on the subject; some members want to sit 
tonight to get the matter cleared away before Easter and others say that they 
were not warned of any meeting tonight and they had some social engagements 
they would like to keep. Personally, I have usually found in committee work 
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that most people respond to good treatment. If we want to clear this report 
before Easter I feel that perhaps we might be apt to accomplish it if we would 
warn members of a committee meeting tomorrow night. As I say, many of 
the members have expressed to me their willingness to sit either night, but I 
am in the hands of the committee. 

Mr. Fraser: Do you think you will be able to get through all of the 
report? 

The CHarrMan: I think we should clear this up tomorrow night without 
any difficulty, Mr. Fraser. y 

Mr. Fraser: I think a great deal depends on when you are going to hold 
your sittings as there are so many members going away on Wednesday night. 

The CuairMaAn: You see, by sitting tomorrow night, that would give us 
two extra sittings and surely in five sittings we could clear the business that 
was cleared in one sitting last year. I had hoped that we would not need to 
have any night sittings, and that we would not have to sit on Wednesday. 

Mr. Futton: Last year when we met first we were considering the 
question of removal of the head officers from Winnipeg to Montreal. In the 
consideration of that matter a good deal of evidence and discussion covered 
many of the points in the annual report so that not a great deal of additional 
time was required to finish dealing with it; so I do not think we should segregate 
the two entirely. 


The CuHairMan: No. 
Mr. Fuuton: I think the annual report took three or four meetings. 
The CHarrMan: Three. . 


Mr. Gris: I do not know but that it would be better to sit tonight and 
not tomorrow night. 


Mr. Drew: I will tell you one of the reasons I have for not wanting to sit — 
tonight. The Guelph Biltmores are meeting Porcupine Combines in the playoffs 
here at the Auditorium this evening, and due to the fact that the playoff is 
taking place here I would very much like to be present. | 


The CHatRMAN: I think it would be worth something to have Mr. Drew’s ° 
co-operation in clearing this up, and if that can be secured by not sitting 
tonight and sitting tomorrow night instead I am all for it. 


Mr. Drew: I am not raising my individual convenience. I am sure that 
there are others who, not knowing that we might sit tonight, would find it 
most inconvenient to be present on account of previous engagements. I do not 
see any urgency about having this matter put through before the Easter 
adjournment. 


Right Hon. Mr. Hown: I think it was understood that we were going to 
get this report through before we adjourned. We do not like to have to bring 
the officers here with their records twice. Is it understood that we will sit on 
Wednesday if we do not get finished before? 


Mr. Drew: I do not think there should be any condition of that kind 
attached. I do not know how we can anticipate now what business might 
come up. After all, Wednesday is the day the House is adjourning. It is not 
conceivable to me that the committee would sit after the House has adjourned 
on Wednesday, so it is necessarily a short day in any event. 


Mr. Fuuron: The budget debate resumes tomorrow and I do not think 
it is fair to ask members to be out of the House when that debate is going on. 


Mr. Drew: I do not think there should be any conditions. I am not going 
to press the matter beyond this, that we are dealing with an operation which 
is an extremely important one to the Canadian people and there are a number 
of extremely important questions to be raised which have not yet been touched 
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on; but I do not think that any member of this committee should commit 


himself to stating that this business will be determined at a certain point. 
I recognize the very important work being done by the officials of this company 
and it is possible that their time can be allocated in ‘such ‘a way that there will 
be no waste of time. But I do not think any condition should be imposed that 
‘we should finish the work before us by the time the House closes on Wednesday. 

The CuHarrman: Are you ready for the motion? I have to be very particular 
in my proceedings now that Mr. Gillis is checking me up. 

Mr. Giturs: You haven't put Mr. Drew’s second motion, so far as I know. 

The Cuatrman: Mr. Drew has withdrawn it. : 


Mr. Gituis: You don’t want to get the idea, Mr. Chairman, that you are 
the only one who runs this committee. That is the point I wanted to make. 
This committee has the right to decide the way in which things are to be done : 


and as far as I am concerned you are not going to side-step that responsibility 
by the minister giving the details of a particular contract or arrangement, This 
~ committee, through its members, has the right to decide. 


~The CHarrman: But that second motion of Mr. Drew’s was withdrawn, 
Mr. Gillis, following the information being supplied. 
Mr. Gituts: But that doesn’t make any difference, Mr. Chairman; the 
committee didn’t get a chance to decide the issue. : 
The Cuarrman: Let me read the motion. 


Mr. Giuuis: As far as I am concerned, Mr. Chairman, I am prepared to 


_ sit here tonight and clear this business up. 


Ab ae CHAIRMAN: Are you ready for the motion as to whether we sit tonight 
or not! : 


Mr. Drew: Mr. Chairman, before you put the motion let us review the 


‘ considerations involved. This committee met at 11 o’clock this morning. The 


committee can easily meet again earlier than that tomorrow and proceed to deal 
with matters in the extra time available. No matter what the weight of 
convenience of the majority may be there are certain members who have made 


_ arrangements for tonight without the expectation that there would be a sitting 
tonight. I do. not think that the convenience of any single member should be 


given special consideration but I think that is a general consideration that should 
be borne in mind and perhaps it has some effect on the basis of co-operation that 
is likely to be extended by different members in meeting the requirements of the 
officers of the company. I Suggest that we could easily meet earlier tomorrow 
morning and that we should not go ahead and sit tonight when there are some 
members with previous engagements for the evening. What about sitting at 
10 o’clock tomorrow morning? 


The CHarrman: Is that all right with the members? 


Right Hon. Mr. Howr: The proposal is that we do not sit tonight but that we 
sit at 10 o’clock tomorrow? | | 


Mr. Murcu: And tomorrow night. 
The Carman: Yes. 


Mr. Giuuis: If the committee decides to sit at 10 o’clock tomorrow morning, 
I am afraid that as far as I am concerned I must oppose it. I have a lot of 
office work to do and I find that when I get down here at 8:30 in the morning 
I am busy right up till 11 o’clock looking after business in my office, and even 
then, when I come down here and put in this time I still have to put aside a lot 
of previous arrangements. Ten ‘o’clock tomorrow morning would be really 
dificult for me. Even if Mr. Drew cannot be present I think we should go 
ahead and deal with as much of the report as we can. He will be able to ask 
any question which he may like to if we reserve the opportunity for him so to do; 
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but I think we should stick here tonight and get this thing through as far as we 
can; there are a lot of routine matters which we should be able to dispose of. 
I cannot be here at 10 o’clock in the morning, that is definite, and I want to be 
here. Why is it necessary for us to be through before Easter? 


The Cuarrman: It is a matter of bringing the operating officials back here 
again with the consequent serious interruption in their work. I would like to 
meet the wishes of the committee; but I am sorry Mr. Gillis is opposed to the 
suggestion made. I thought the proposal that we should meet at 10 o’clock was 
a reasonable one. 


Mr. Giuis: Well, Mr. Chairman, we have Mr. Drew who wants to go to the 
hockey match tonight, and I have got business in the morning, a definite 
appointment in the morning at 10 o’clock in relation to my work. 


Mr. Drew: Mr. Chairman, I want it clearly understood that I am not asking 
that this committee do not sit tonight because I happen to have an arrangement 
to go to a hockey match. My only reason for bringing the point up was that 
T have some direct interest in it. I was merely giving that as an illustration of 
the kind of engagement I feel sure many of the other members have. I do not 
want my own convenience in this matter to be considered at all. 


Mr. Greorcr: We appreciate Mr. Drew’s position; also, there are many of us 
who in order to get home want to leave on the 4:30 train Wednesday afternoon 
whether we finish or not. I would move that we sit tonight. ‘ 


Mr. Giuuts: I would second that motion. 


Mr. Drew: I might say, Mr. Chairman, before you put the motion, there is 
not the slightest chance of your finishing this committee’s work before Wednesday 
night. I can assure you there is not the slightest chance of getting through 
Wednesday night. We are dealing with a very large organization and I have a 
oreat deal of information I would like to obtain from the officials. | | 


Mr. Futron: I would remind the members again that’ the budget debate 
is being held. 


Right Hon. Mr. Howe: Are you speaking on the budget? We will excuse 
~ anybody who is speaking on the budget. ; 


Mr. Futon: You are taking the position that some of us do not know 
what is going to happen to that debate. 


Mr. Drew: Mr. Chairman, I do not wish to take up too much time on this 
but I would like to put forward this view. I recognize the tremendous amount 
of work that the officials of this company are doing. Also, I believe that we 
should recognize that we have a very important task in front of us. I do not 
think the fact that a certain subject has been dealt with in a limited time on 
earlier occasions should be taken as a standard to judge the length of time we 
should take on this occasion. Last year there was a substantial deficit and you 
will remember also that the minister, speaking very hopefully, indicated that 
he would not be satisfied to continue a company that was having heavy defi- 
cits. Now we have a deficit of over $4,000,000 this year, and that presents us 
with the necessity of devoting fairly careful examination to this matter, and to 
calling upon the officials who can give the information and who are before us, 
so that we can come to some conclusions in regard to the matter. . 


Right Hon. Mr. Hower: We have called ‘the roll of them here—all the way 
from Vancouver to Halifax. Are you going to send them back and call them in 
again and again? | 

Mr. Drew: I was going to suggest that as far as this is concerned you could 
take some of the officials that are farther away and deal with them if you 
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feel that it is inconvenient for them to remain. As far as the others are concerned 
_ they could be available later. I do not see how you can possibly finish this 


before Easter. | 

Mr. Ginuis: Why can "e not sit tonight and deal with the details—get them 
out of the way—and Mr. Drew can reserve whatever questions he has until 
tomorrow morning when we will allow him to have a field day. There are a lot 
of things that we could discuss tonight. 


The Cuairman: Yes. But on the other hand, Mr. Gillis, you got pretty 
hot under the collar when the suggestion was made that we meet at 10 o’clock 
tomorrow morning. My experience on these committees has been that you get 
more co-operation if you try to meet the convenience of minorities. You feel 
that it is not right to sit at 10 o’clock tomorrow morning but there are those 
who do not want to sit tonight. I am trying to weigh the advantages and: dis- 
advantages. My own opinion would be, although I am going to let the committee 
settle this matter, that we should meet at 11 o’clock tomorrow morning and that — 
we should not sit tonight. However, I am going to ask the committee to 
vote. We can lose an hour so quickly through people getting into bad humour. 

Mr. James: I suggest, for the benefit of future meetings, that we have a 


pre-meeting discussion before the officials get here and we might iron out some 


of these difficulties. We are keeping the officials here while we talk about this 
and that. | | : 
_ The Cuarrman: Is there anyone else who wishes to speak on the matter? 
If not, I shall put Mr. George’s motion which is that the committee meets at 8 
o'clock this evening. That is the only motion which I have before me. 

Mr. Drew: You will not facilitate proceedings by carrying that motion. 

The CuarrMaNn: All those in favour? | 

Motion carried. 

We sit tonight. Now, are there any further questions on page 4? ) 

Mr. Fuuron: Yes. Mr. McGregor, you sald you were asking for $520,000? . 

Mr. Knicut: Where is that? 

The CuHairMan: On page ee 

Mr. Fuuton: You said you were asking for $520,000 for your mail contract 
for all-up mail service. You are still being compelled to continue at $450,000 a 
month. Are you losing $70,000 a month at present. 

Mr. McGrecor: You mean on the carriage of mail? No, I have not the 
foggiest idea whether we are making or losing on the carriage of mail speci- 
fically, because it is part of the composite cargo of each flight. 

Mr. Futron: How do you arrive at $520,000 figure? 

Mr. McGrecor: I explained that was our calculation of the differential 
between $450,000 and $520,000, as it related to the amount of mail we were 
carrying, as compared with the forecast of what all-up mail would produce in 
volume. 

Mr. Fuuron: You are simply taking $450,000 as an agreed figure and, 
because you are carrying more than you were carrying when that figure was 
set, you have requested an increase? | 

Mr. McGrecor: That was the basis for the request. 

Mr. Futon: In arriving at the $450,000 figure was there any cost factor 
included when you made the estimate? | 

Mr. McGrecor: That was a calculation based on the terms of the contract 


_ which had existed before all-up mail was introduced. 
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Mr. Fuuron: The question is was it a figure which, in your opinion, would 
meet. the cost of carrying the estimated volume of mail? Ae na Ey | 
Mr. McGrecor: Yes. ! yes 

Mr. Futton: Then, if you are asking for $520,000—an additional $70,000— 
because you are now carrying more than what was estimated, is it not fair to 
assume that it is costing you more than was anticipated? , sit tae 

Mr. McGrecor: Yes, I think it is fair to assume that it is costing us more 
to carry this additional mail because we are now carrying two and three-quarter 
times the volume of the old surcharge mail; whereas the $450,000 per month was 
considered to be proper remuneration for only two and a half times the volume of 
_ the old surcharge mail. You must see the difficulty in determining the additional 
out-of-pocket expense to which the company is put by carrying additional all-up 
mail. When Newfoundland came into confederation it became eligible for first — 
class all-up mail. How much the company is out-of-pocket by virtue of that | 
mail is beyond calculation. é 

Mr. Fuuron: You cannot break down the cost factor and say that it costs 
you so much a day? The point I am trying to make is that, according to your 
best estimate, $450,000 would have covered the cost of the anticipated volume 
of that mail on an all-up basis when the arrangement was first made. Therefore, 
if you find that there is such an increase in volume that you must ask for an 
additional $70,000 per month on the basis of your initial calculation, then it 
seems to me it follows, that in so far as these costs can be calculated, it is costing 
you more, and you must be losing $70,000 or something in the neighbourhood of 
$70,000 per month? Ne 

Mr. McGrecor: I think your assumption goes just one step too far. A lot 
of your statement was perfectly correct. The establishment of mail pay was 
never based on, cost due to the difficulty of segregating the cost of the trans- 
portation of any single class of a composite cargo. There was an agreement 
between the company and the post office which provided for a descending scale— 
not on a fixed amount per month but on a per pound mile rate. | 

Mr. Futron: You are not now receiving any compensation for the difference 
between two and a half times and two and three-quarter times the volume of 
the old surcharge mail? 

Mr. McGrecor: That is correct. 

Mr. Futron: You are giving a greatly increased service in point of view 
of volume. Can you give us any idea in pounds or tons per year what the extra 
is, over and above what you anticipated? | | 

Mr. McGrecor: Yes, I think it can be done by arithmetic. We have the 
ton miles in the report and if you regard that figure as two and three-quarter 
times the old volume, and then take it back to the old volume and multiply by 
two and a half, the difference is the number of ton miles over and above what was 
estimated. : 

Mr. Futron: Did not someone in the air line make that calculation when 
you asked for the additional $70,000? , 
Mr. McGrecor: I am sure that it was done but I have not got the figure. 

Mr. Fuutron: Can it be procured? 

Mr. McGrecor: Yes, we can go through the arithmetic. | 

Mr. Futron: I hate to be always asking your officials to do these things. 

Mr. McGrecor: It does not matter whether we arrive at the figure by 
arithmetic or by a telephone call to Montreal. The figure would be a reasonable 
approximation in any case. ? 

Mr. Hatrretp: Do you carry any mail at other than express rates? What 
about newspapers? 

Mr. McGrecor: We carry no mail at express rates. 
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Mr. Harrietp: You carry newspapers? 

Mr. McGrecor: That is not mail. 

Mr. Hatrimyp: What do you mean? 

Mr. McGrecor: Newspapers are not mailed; they have no postage stamps 
on them and they do not go through the post office. They come from the news- | 
paper office to the air line direct. 

Mr. Harrietp: Is that business solicited? 

Mr. McGrecor: Yes. | 

Mr. Hatrretp: Is that not against the Post Office Act? 

_ Mr. McGrecor: Not to my knowledge. 

' Mr. Harrimup: I think it is. I do not think you can solicit to carry some- 
thing that would otherwise go by mail. I think that is against the Post Office 
Act. 

Mr. McGrecor: I think any express parcel up to a certain weight can go by 
mail. 

Mr. Harrietp: Well, look up the Post Office Act and see if I am not right. 

The CHatrMAN: Are there any further questions on page 4? 

Mr. Fuuron: Yes, since it will come out in subsequent evidence, I would 
like to get an accurate definition from Mr. McGregor of the expression “available 
ton miles”? What is the exact meaning of that term? 

Mr. McGrecor: The available ton miles is the amount of lift in any one 
flight, stated in tons and multiplied by the distance that the flight is to travel 
in miles, and it bears no relation to the revenue load which the flight actually 
carries. There might be six tons of lift in an aeroplane going to fly 100 miles. 
In that case the available ton miles for that particular flight would be 600 ton 
miles. The aircraft might only carry 200 ton miles, because of the fact it is not 
being used to capacity. The available ton miles is the expression used to indicate 
the amount of air transportation which the system has made av ailable for sale— 
irrespective of whether it has been sold. 

Mr. Fuuton: Does available ton miles apply only to cargo and mail? 

Mr. McGrecor: No, to.the whole load. 

Mr. Fuuron: In calculating the percentage of occupancy or the percentage 
of use of your available ton miles you have taken into AU Go teanye both pas- 
sengers and mail which has been flown. 

The CHarrMAN: No, you will find the available seat miles on the next page. 

Mr. McGrecor: There is a difference between available ton miles and what 
we call the weight load factor which is the percentage of utilization of the total 
lift of the aeroplane. The passenger load factor, as compared with express or the 
mail or cargo, is usually considered to be the higher load factor. 

Mr. Knicut: That is one question which I wish to pursue. I want some 
help insconnection with the interpretation of this plan on page 4. Mail ton miles 
are shown at 3,808,000 and commodity ton miles at 3,518,000—making a total of 
roughly 7,000, 000. Does this mean that you are only using, out of the 84,000,000 
available ton miles shown at the bottom column, something like one- -twelfth of 
the available space? 7 is to 84 as 1 is to 12? 

Mr. McGrecor: No, these things cannot be related to one another because 
the top figure is for numbers of passengers. 

Mr. Knicur: I am leaving the top column out altogether and dealing with 
columns 2, 3 and 4. 

Mr. McGrecor: Yes, but you are taking only the two smaller portions of 


the load of an aircraft. 70 per cent of the load is represented by passengers. 


Actually, the figure you are after is about 59 per cent. 


328 SESSIONAL COMMITTEE 


Mr. Futron: Available ton miles covers passengers, cargo, and mail? 


Mr. McGrecor: Yes, all of the lift. In the case of passengers you cannot. 
break it down to ton miles. It is a little tactless to call it ton miles. 


Mr. Knigut: You are using 59 per cent of the space the year round? 
Mr. McGrecor: That is roughly the figure. 


Mr. Knicut: The fact that figure is so small is largely due to the seasonal 
aspect of your operations? 


Mr. McGrecor: The figure may go as high as 70 per cent in the summer 
months and as low as 51 per cent or even lower in the winter. 


Mr. Knicut: That is the main cause of the deficit? 
Mr. McGrecor: Absolutely. 


Right Hon. Mr. Howe: If we could keep it at 70 per cent we would have a 
very profitable air line? 


Mr. McGrecor: 1 per cent can throw it either black or red. 


Mr. Fuuron: I wonder if the arithmetical calculation requested this morning 
is ready because the discussion on it will be reached soon? 


Mr. McGrecor: One of the questions this morning was on the allotmen! for 
mail between Ottawa and Toronto and between Montreal and Toronto. 

I shall read it out and then turn it over to the reporter if I may, “Mr. 
. Chairman: 


TRANS CANADA AIR LINES 
Guaranteed Daily Mail Weight Allotment Post Office Department 


Between Ottawa & Toronto—Pounds 


Flight 31— 100 Daily 
33— 300 ” 
Bo “A007 cre 
39— 300 Monday through Saturday 
39—— 100 Sunday 
37—1,000 Monday through Friday 
37— 200 Saturday & Sunday 


Between Montreal & Toronto—Pounds 


Flight 31— 200 Daily 

1— 800 Tuesday through Saturday 
1— 250 Sunday & Monday 

33— 250 Daily 

3— 500 Tuesday through Saturday 
3— 200 Sunday & Monday 
35— 300 Daily 

39— 200 Monday through Saturday 
39— 100 Sunday 
43— 650 Daily 

37— 100 .” 

5— 800 Monday through Friday 
5— 650 Saturday 

5— 350 Sunday 


In the case of those flights which operate from Montreal through Ottawa 
and Toronto, the flights must be added. 


Se 
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Mr. Drew: What time does that flight 37 leave? 

Mr. McGrecor: Leave from Ottawa or leave from Toronto? 

Mr. Drew: Leave from Toronto? | 

Mr. McGrecor: Well, here you find an air line man without a time table. 

~ Mr. Fraser: Some of those flights are for 800 and 1,000 pounds. I suppose 
you have those weights on account of not having as many passengers at that time? 

Mr. McGrecor: No. That flight is capable of lifting its full weight of 
passengers and cargo as well. 

Flight No. 37 leaves Montreal at 8:45 in the evening and leaves Ottawa 
at 9:45 in the evening arriving at Toronto at 11:30. 

Mr. Drew: And that is the one which carries the 1,000 pounds? 

Mr. McGrecor: No. Flight No. 37 carries 100 pounds from Montreal, and 
1,000 pounds, Monday through Friday to Ottawa, and 200 pounds on Saturday 
and Sunday. 

Right Hon. Mr. Howe: Some of this may consist of connections with the 
west. It probably is not just traffic leaving Ottawa destined for Toronto. 

Mr. JAMes: You are operating now about 59 per cent of capacity? 

Mr. McGrecor: That is the year average of weight, the load factor, not 
the passenger. : 

Mr. James: Have you estimated how much this New York to Montreal run 
is going to build that? i 

Mr. McGrecor: I think it would have a tendency to raise the overall 
average slightly, because it is such a small proportion of the total amount of 
transportation which the system will perform. I would be happy to keep that 
passenger load factor to an average of 65 per cent to 66 per cent. That particular 
service, I think, would be much less susceptible to seasonal fluctuations than 
would the east-west runs. 

You might be interested to know that 16 United States trunk lines, which we 


use as a yardstick, had a weight load factor of 53-59 per cent for the year 1949. 


I might say that for the year 1949 the month of December was estimated. 
Whereas, on the other hand, the weight load factor in 1949 for T.C.A. was 
06-9 per cent. 

Mr. Furron: You are decreasing while they are increasing, according to 
last year’s figures? 

Mr. McGrecor: That is correct. That is a function of the amount of service | 
you are rendering. | 

Mr. Furtron: Would you mind elaborating on that statement a little, 
please? 
Mr. McGregor: When you put on a third transcontinental as we did last 
May, and carry it through the winter, the amount of available ton miles of 


_ transportation is increased very substantially and it usually takes about a year 


to catch up to it with the load factor. 
Mr. Fuuron: Are they getting more passengers? 
Mr. McGrecor: I think their tendency has been to reduce their standard 


fare services. I saw an application recently to step out of several cities that the 
American Air Lines were operating into. 


Mr. Futron: Have you a break down of the operating revenues? 
Mr. McGrecor: Would it be satisfactory to table that? 
The Cuarrman: Have you got a spare copy of it for Mr. Fulton? 


Mr. McGrecor: Would you like to have me read the gist of it, Mr. Chair- 
man? : 
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The Cuarrman: I shall have mimeographed copies of it made. It is very 
difficult to take in a statement of that kind. | 

(Statement appears as Appendix “A’’) 

Mr. Fraser: When will we have them? Will it be to-night? 

The CuairmMan: I shall try to have them for you in an hour. Are there 
further questions:on page 4? ! 

Mr. Drew: This statement which you have just handed to the reporter, 
Mr. McGregor, deals with the figures for the different years which are available 


from the annual statements. But the question asked this morning was in regard 
to the breakdown of these different services on a monthly basis. 


Mr. McGrecor: This was information in answer to Mr. Fulton’s question. 
Your information is not yet completed. I think it will be available tomorrow, 
Mr. Drew. 


Mr. Funron: You do not show the Bermuda-Caribbean services separately. 
Is there any way I can get that? 


Mr. McGrecor: No. Iam sorry. That has been lumped throughout because 
of the use of the aircraft and the fact that the routing changed during the year. 
We have never distinguished between Bermuda, and Nassau, and Kingston, 
_ Jamaica as different services. 

We did change the routing. We used to reach Port of Spain, Trinidad, 
through Kingston. But with the introduction of Barbados, it was changed and 
was reached through Bermuda, so it has been one southern operation so far as 
cost accounting is concerned. | | 
_ There were two other questions asked. Perhaps we might table the answers 
- to them. . 

I think Mr. Drew asked for a breakdown cost-wise, of the expenditures 
for converting the M1 aircraft prior to their being returned to the R.C.AF., 
and the figures are as follows: 

Labour—$107,752.25 

Material—$51,069.22 4} 

Insurance—$22,272.29, making a total of $181,093.76 

Mr. Drew: What did their conversion consist of? 


Mr. McGrecor: It consisted in changing the aircraft from passenger seated 
aircraft with our set-up of radio equipment and of cockpit layout and instru- 
mentation to the R.C.A.F. standards of their DC-4 M1. 


Mr. Drew: How many aircraft were involved in that conversion? 

Mr. McGrecor: Five. 

Mr. JAMes: Those were the aircraft which you had on loan? 

Mr. McGrecor: That is right. They were originally North Star aircraft 
which we had on loan. Originally we had six, and one was destroyed by fire 
at Sydney in 1948. ¥ 

Mr. Drew: Those machines were the total of R.C.A.F. machines operated 
Dy Av AL | 

Mr. McGrecor: That is correct. 

Mr. Drew: In these figures I notice the item of $22,272.29 for insurance. 


Mr. McoGrecor: Yes. That is for insurance of the aircraft while in our 
possession under the condition of being converted to their military status. 


Mr. Drew: Was that insurance taken with some outside insurance agency? 
Mr. McGrucor: Yes. In that case it was. . 
Mr. Fraser: And that included the overhauling of the engines? 
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Mr. McGrecor: Yes. The aircraft were sent back in a fully overhauled 
eormaie They had to be completely stripped down as part of the contract 
of loan. | 

- The Cuarrman: Are there any further questions on page 4? hee 

Mr. McGrucor: May I table one remaining answer, other than the answer 
to Mr. Drew’s question about monthly figures. I think he asked for a statement 
with respect to passes issued by T.C.A. 

The total is 74 approved by the Air Transport Board. 

Group one are the passes in favour of directors, officers, and employees of 
Trans-Canada Air Lines, and they number 46. 

_ Group two shows the passes in favour of officers and employees of Canadian 
National Railways. They total 17. \ 

Group three shows the passes issued in favour of others, and they total 11, 

making a grand total of 74. | 
The Cuairman: Have you a spare copy of that statement? 

Mr. McGrecor: No. , 

Mr. Furron: I have the figure of 46 which were issued “in favour of 
directors, officers, and employees of Trans-Canada Air Lines”. 

Mr. McGrucor: That is as I remember it. 

Mr. Futron: Those are the group one passes? 

Mr. McGrecor: The non-contingent. passes. 

Mr. Fuuron: I take it that those with the group one passes are entitled to 
travel at any time, and the other type consists of those who are only entitled 
to travel provided there is space available? Wey. 

_.. Mr. Fraser: What about priorities? 

‘Mr. McGrecor: There are no priorities. The holder of that pass is in 
exactly the same category as a revenue paying passenger. He can seek a. 
reservation on his pass, and if he gets it, he is entitled to hold that reservation. 

Mr. Fraser: But in war years you had priorities; and if you were on a 
plane and, let us say, you got to Montreal and found that the flight was not 
going out, you would not have priority on the next plane. 

Mr. McGrecor: When peace broke out, the priority system was dis- 
continued. There is no such thing now. 

The CHAIRMAN: Page 5? 

_. Mr. Knicur: On page 5 I have one question. 

Mr. Fuuton: Who were the holders of the 11 other passes? 

The CHamrman: Yes, Mr. Fulton? 

Mr. Futton: Who were the 11 others who had passes? Have you got the 


pames? 


Mr. McGrecor: Do you want the names or the classifications? 
Mr. Funron: Well, the names, or their positions? 

Mr. McGrecor: There are three ministers. 

Mr. Drew: Do you mean ministers of the Crown? 


Mr. McGrecor: Yes, also religious men; there is an ex-director of the CRG S 
and there is the deputy postmaster general. 


Mr. Drew: I do not think he should have one. 
Mr. McGrecor: I do not either. And there are officers of the Department 


of Transport and of the Air Transport. Board. They constitute the remainder. 


Mr. Futon: Could you say how many officers of the Department of 
Transport? 


Mr. McGrecor: Well, it is eleven minus five, six all told. 


’ ‘ i ¥ 
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Mr. Fuuron: I mean as between the officers of the Department of Transport 
and the officers of the Air Transport Board. 

Mr. McGrecor: Five of the Department of Transport and two of the Air 
Transport Board. We have Mr. Turnbull in twice, I am sorry. There are four 
of the Department of Transport and two of the Air Transport Board. 

Mr. Knicur: I wanted to ask a question of Mr. McGregor. On page 5, I 
read the last paragraph: “Payroll chargeable to operating expenses rose by 
$2.384,584 in 1949 under the impact of the rising cost of living. Higher price 
levels were responsible for additional expense in the purchase of the airlines 
materials and supplies.” I am taking that in conjunction with the paragraph on 
page 6, which reads as follows: ‘In considering these financial results, it should 
be borne in mind that Canadian airlines are placed at a severe disadvantage by 
the weight of customs duty and sales tax which they must pay on equipment. 
and materials imported from the United States. On the average, T.C.A. spends 
30 per cent more for such items than do its United States counterparts.” 

Can I ask the question before we stop? What is the comparative cost of 
payrolls of competitors in the United States. 

Mr. McGrecor: Their average salaries are higher than ours. 

Mr. Knicut: How much higher on such positions as crew and pilots? 

Mr. McGrecor: If a rough guess is acceptable I will say ten to fifteen per 
cent. 

Mr. Knicut: It would not be enough to offset this other thing? 

Mr. McGrecor: No. In Canada we pay thirty per cent more per gallon for 
our fuel as compared with the price in the United States, and our annuel gasoline 
fuel bill amounts to about $53 million a year. 

Mr. Fraser: On that fuel question, the price of fuel has gone up during the 
last weekend, has it not? . 

The CuHarrMaAn: We will adjourn now and resume again at eight o’clock. 


—The committee adjourned until 8.00 o’clock p.m. 


EVENING SESSION 


The committee resumed at 8 p.m. 


The CHarrMAN: We have a quorum, gentlemen; shall we carry on? Page 5. 
Are there any further questions on page 5? 

Mr. Fraser: Just before we adjourned you mentioned something about three 
cabinet ministers; who were they? 

Mr. McGrecor: Mr. Howe, Mr. Chevrier and the postmaster general. 

Mr. Fraser: Oh, that would be the Minister of Transport, the Department 
of Trade and Commerce and the Post Office Department? 

Mr. McGrecor: And the Post office Department. I mentioned the deputy 
postmaster general earlier. 

Mr. Fraser: Who was the ex-official to whom you referred? 

Mr. McGrecor: I said he was an ex-director, Mr. J. A. Wilson. 

Mr. Fuuron: Are all your employees entitled to a pass on the line? 

Mr. McGrecor: Employees are entitled to one vacation pass a year on a 
contingent basis, subject to the usual limitations of space being available. 

Mr. Fuuron: But certain classifications of T.C.A. personnel have a contin- 
uous pass and can fly any time they want to the year round? 4% 

Mr. McGrecor: That is right. 
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Mr. Furron: But only on company business? 
~ Mr. McGrecor: That is right, and in addition to that they have one » 
vacation pass per year, one trip. | 

Mr. Fuuron: All employees have on trip? 

Mr. McGrecor: No, it would depend on the length of service. 

Mr. Furron: How long? 

Mr. McGrecor: They have to be one year in the service before they are 
entitled to it. 

Mr. Fraser: How far would that pass carry them for the whole season? 

Mr. McGrecor: There is a rather complicated set of applicable rules ; those 
employees with the greatest seniority are entitled to somewhat more extensive 
pass privileges. 

Mr. Hetmp: You say that in 1949 your surplus of revenues over operating 
expenses before depreciation and interest were $1,918,688, and your depreciation 
was $2,867,427, an increase in the amount of depreciation of $493,342, or 21 per 
cent; what is the reason for that? 

Mr. McGrecor: The reason for that was that the North Star aircraft were 
depreciated in 1948 only for the time that they were in service, which was from 
June 1, whereas the full twelve-month depreciation applied in 1949. 

The Cuarirman: Are there any further questions on page 5? 


Mr. Giuis: Yes, it seems to me that page 5 is one of the most important 


_ parts of the whole report. I do not like to see this thing given out as a deficit on 


the T.C.A. when it has such a good operating report.. You show there that 


_ your payroll charges increased by $2,384,584 in 1949, and yet you paid to the 


government $3,000,000 in excise tax, landing fees and so forth, and your deficit 
was approximately a million and a half dollars. Now, can you expand this? 
Have you any ideas as to how that might be improved? Do you think it would 
be resonable to approach the government and ask for a reduction in the landing 
fees, or any other fees? I think it would be a reasonable thing to do. You can’t 
go along just the way things are, getting worse and worse. I would like to 
know if you could tell the committee what in your opinion might be done to 
meet that deficit position? 


Mr. McGrecor: I would like very much to talk on this subject. In ARS, 
every one of its personnel feels extremely sensitive on this subject of deficits. 
There is a high esprit de corps in the organization. Nobody likes to work for an 
organization which by implication is not pulling its weight; and there is a 
serious anxiety on the part, I feel very safe in saying, of the whole personnel body 
of T.C.A. to bring the operation into black figures. It is constantly the subject 
matter of management meetings, discussions and so on. The points which you. 
mentioned as to what might be done government-wise to better the T.C.A. 
position are all perfectly logical and relevant. On the other hand the company 
rather feels there is no logical reason why it should be the subject of particular 
paternal action on the part of the government. We do feel that by comparison 


with other air lines doing the same work that our mail pay is on the low side. 


As far as that particular item of revenue is concerned we feel legitimately entitled 
to some consideration, to more consideration than we are getting at the present 
time. On the other hand we do feel that there is no good reason why T.C.A. 
should approach the government either through its stockholders or otherwise 
with pleas for special dispensation with respect to items of cost that are also. borne 
by other large organizations, and we firmly believe that if this condition of 
seasonal fluctuations of traffic load in reference to capacity of the air line can 
be even partially alleviated that these red figures can be made to disappear. The 


situation is that we have an organization both as to equipment and as to personnel 
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which is capable of handling these 65,000 average passengers per month that 
present themselves for travel during the four-summer months of the year and 
which dwindles to an average 45,000 per month durmg the remaining eight 
months. That is presented in the back pages of the report. You will see that the 
line presents an operating profit during those summer months. You will see that 
white area on the chart represents a net operating profit during those four months, 
or part of them, after all charges including depreciation, interest and so on; so we 
do know that when we are being filled up to the capacity which we are capable of 
handling we can make money with the air line. If we could get the shoulders 
of this mountain extended even slightly, we can eliminate the $1,419,000 deficit, 
which after all is rather a small percentage of the total revenue of $26,000,000 on 
domestic operations. We would then have accomplished what we are all striving 
for; and we believe that it is possible to do it by two approaches. We think 
that the family fares and a very strong concentration of advertising and stimula- 
tive effort in the low traffic period will help to bring it about revenue-wise. We 
believe also that something more than has already been done can be accomplished 
expense-wise. You see a sample of that in our operations for the first part of 
1950 which indicate that progress has been good along these lines. And I may 
tell you that the reports show that our deficit position up to date for 1950— 
that is to the end of February, for the system—is $550,000 better than for the 
same period in 1949. Now, we could not use that comparison to make a projec- 
tion across the year; nevertheless, if anything like that can continue I think we 
will be well on our way to the elimination of the domestic red figure. I did 
talk much the same thing at this time last year, and for that reason there may be 
some doubt cast on my rather optimistic forecasting with respect to this North. 
American service; but we did have two or three things happen to us last year 
which were not foreseen with respect to both traffic and revenue, and it is 
conceivable that we may have unhappy things which we cannot forsee happen 
to us again in 1950, depending on labour action and so on; but we do not foresee 
them, and for that reason I am very hopeful that without requesting special treat- 
ment such as you suggest we can bring that operation either to a financial break- 
even point or extremely close to it. 


Mr. Gituts: I did not suggest that you should ask the government for 
special treatment similar to that given to the Canadian National, but I do feel 
that if someone responsible, the government or whoever it may be, were to make 
materials and things of that kind available to you without these heavy tariff 
charges you would be helped. They run to 30 per cent or higher on things 
which you have to bring in from the United States. The government tariff on 
materials is responsible for that; that is a definite fixed disability and one 
with which only the government can deal. Your picture financially I think is 
good. You show earnings of approximately $5,500,000 yet you show a deficit 
of $1,500,000. If you could only get some assistance from the government by 
way of tariff relief I think it would be easier for you to meet that; or, on the 
other hand, what are the possibilities of securing materials, or some of your 
materials that you import from the United States, in Canada? Is that possible? 

Mr. McGrecor: Well, that has been very carefully investigated. Perhaps 
it would be of interest to the committee to report on the kind of things to which 
you have referred. I think one item to which I might refer is fuel. The T.C.A.’s 
major requirement for fuel is what is known as 100 octane, and at the present 
time that is not manufactured in any appreciable quantity in Canada. The 
T.C.A. pays, on the average, 32 cents a gallon for that fuel. It may be 
purchased for 154 cents a gallon at La Guardia, N.Y. After allowing for the 
difference in the size of the gallon, there is a differential of about 8 cents per 
gallon, which represents the great fuel cost disadvantage to T.C.A. The T.C.A.. 
system fuel bill for 1949 was in the vicinity of $5,750,000. If we were able to 
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_ buy even a substantial part of that volume from Canadian suppliers on a basis 


comparable to the price to United States carriers it would make a tremendous 
difference, as you can see, in that figure. Efforts have been made to interest the 
suppliers in the more extensive manufacture of 100 octane fuel in Canada; but, 
after all, there are not too many types of engines burning that fuel. There are 
other difficulties, but that is one of the type which I think you had in mind. 

Mr. Fraser: What about the reductions that we have heard of in gasoline? 
I understand it is now down to 40 cents a gallon at some points. 

Mr. McGrecor: There have been one or two minor reductions in that type 
of fuel during the last three months, but. each time there has been a freight rate 
increase, there has been an over-all increase in our fuel costs. 

Mr. Fraser: Is the price of ordinary gasoline any indication of the cost of the 
fuel that you use? 

Mr. McGrecor: Not necessarily, but probably. The price of 100 octane 
gasoline and that which you use in and ordinary motor car does not necessarily 
go hand in hand. | 

Mr. Giuuis: It is a seasonal fluctuation. Isn’t that largely responsible for that 
factor? 

Mr. McGrecor: It is a factor, but, actually, I think history is more of a 
factor than weather. In the old days the air line was operating short range and 
unpressurized aircraft, they had to fly not more than 12,000 feet at any time 
and did not like to go above 8,000 feet on account of passenger discomfort. We 


operated on the northern line and touched down at such places as Kapuskasing 


and Armstrong. I think many business men will recall unhappy situations 
where they embarked on a trans-Canada flight and spent thirty hours or upwards 
at one of those small places. I think an experience or two of that kind convinced 
the travelling public that air travel while all right in the summer was very 
trying in the winter time. . 

I think you lose a reputation for comfort and regularity very quickly and it 
takes two or three years to build it back again. Now with the longer range 
and pressurized aircraft height is not a factor in comfort and we fly the more 
direct southern routes. Regularity has increased tremendously but I- think it 
will take some little time for that resumption of regularity and additional comfort 
to become widely known. ) 

_ Mr. Hatrietp: May I ask whether you purchase your fuel wholesale? 
y . Mr. McGrecor: By contract. 

Mr. Hatrieup: With the oil companies? 

Mr. McGrecor: Yes. 

Mr. Harrietp: What tax do you pay on your fuel? 


Mr. McGrecor: We pay two taxes—excise tax, and a special delivery tax on 
airports of one cent a gallon. That one cent is paid by the delivering oil company 
to the airport administration; it is to the Department of Transport or to the 
municipal interest involved, depending on which administers the airport. It is 
not called a tax but it is an assessment against the oil companies which the oil 
companies promptly pass back to the purchaser—ourselves. 


Mr. Hatriretp: Do you pay municipal or provincial taxes? 

Mr. McGrecor: We do not pay provincial taxes except in two eases, and 
we only pay what might be referred to as a municipal tax in the case of airports 
municipally owned or operated, such as the one at Vancouver. 

Mr. Hatrretp: Do you pay sales tax? 

Mr. McGrecor: It might be called a special assessment for fuel delivery 
on airports. 
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Mr. Hatrietp: Do you pay the regular 8 per cent sales tax? 
Mr. McGrecor: No. 


Mr. Drew: What is the total you pay on oe gallon of gasoline coming 
from the United States? 


Mr. McGrecor: I can get that figure exactly, Mr. Drew, but if I remember 
rightly it is in the order of 4 cents tax. 


Mr. Drew: A total of 4 cents? 
Mr. McGrecor: .- Yes. 
Mr. Drew: That 100-octane gas is how raiphi 


Mr. McGrecor: Thirty-three cents a gallon is the average figure across the 


system. 


Mr. Hatrienp: What is the cost in the United States for a United States 


gallon? 

Mr. McGrecor: Sixteen cents—154 cents at New York. 

Mr. Murcu: That is based on 10 American gallons to 8 Canadian gallons. 

Mr. McGrecor: © Five to four. 

Mr. Hatrietp: Do. you bring that in in tank cars? 

Mr. McGrecor: We do not bring it in—it is brought in by the distributing 
company. 

Mr. Carter: I was interested in what Mr. McGregor said about passenger 
comfort. I travelled across the Atlantic some time ago on BOAC and I got stuck 
up in one of the bulkhead seats which do not recline and in which you cannot 
stretch out. I came back by North Star and I noticed twelve of those seats in 
the North Star. It came to me afterwards that if | were going again I would not 
take a chance on getting one of those seats. I wonder if you have thought of 
that? It is an important factor with respect to passenger comfort. 


Mr. McGrecor: Yes. We have done something about it to the extent of 
removing four of the seats to which you refer at the front end of the forward 
cabin. That is a modification which is about complete. It cannot be done in 
the after cabin due to the fact that there is some equipment tucked away behind 
those backward facing seats. However, your chances of getting such a seat 
are at least four better than they were before. 


Mr. Fuuron: May I ask some questions with regard to the detailed figures. 


‘here. You have an item of interest on capital invested. To whom is that 
payable, and what capital has been invested? 

Mr. McGrecor: Twenty-five million dollars has been provided to the air 
line in respect of capital stock issued by the company to the C.N.R. and on it we 
pay three per cent. 

The CuHairMAN: You will find that item on page 17. 

Mr. Fuuron: It is in the nature of a preferred SESE with a guaranteed 
dividend ?. 

Mr. McGrecor: Yes. 

Mr. Futon: What was the reason for the increase in the interest this year 
over last year? 

Mr. McGrecor: The existence of that $1, 500 000, in Bete all to the 
$25,000,000 which was discharged towards the end of 1949. 

Mr. Fuuton: Is it actually correct to call it interest on capital investment? 
If it was a loan would it not be interest on a loan? 

Mr. McGrecor: It was a capital loan—I think it is correetly designated 
1ere. 

Mr. Drew: What rate is paid on it? 
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Mr. McGrecor: 14 per cent was paid on it while the loan existed. 

The Cuarrman: It is listed as common stock in the balance sheet? 

Mr. McGreeor: The $25,000,000? 

The CuHatrmMan: Yes; Mr. Fulton said it was preferred. 

Mr. Drew: This. section of course relates to ‘all of tthe things that come 
into the operating statement and perhaps I can conveniently ask some questions 
here. Mr. McGregor you have explained about the number of aircraft that 
you have and the fact that you had the same number of DC-3’s and North Stars 
all through last year. Were you operating any other aircraft last year other 
than North Stars and DC-3’s? | 

Mr. McGrucor: Not in 1949. 

Mr. Drew: Now in the case of the DC-3’s were all those bought at the 
same time or have they been bought from time to time? 

Mr. McGrecor: Three of them were bought at one time—the first three. 
The remaining twenty-four were ordered at one time and delivered over a period 
of nine or ten months, if my memory serves me correctly. 

Mr. Drew: They were ordered when? 

Mr. McGrecor: I am speaking without personal experience but I would 
think they were ordered in 1946. | 

Mr. Drew: You say you speak without personal experience, but you have 
been with the company since December of 1945? 

Mr. McGrecor: Yes, but I was in a traffic capacity and really had nothing 
to do with the purchase of aircraft at that time. 

Mr. Drew: Just so that I will understand the relationship here, what 
different positions have you held since December of 1945 up until the present? 

Mr. McGrecor: The first position I held was special representative, and 
then general traffic manager. 

Mr. Drew: That was when? | : 

Mr. MeGrecor: From four months after I joined the company until 
February Ist, 1948. 

Mr. Drew: Yes, so at ‘that time you had nothing to do, personally, with 
the ordering of these aircraft, but your memory is that they were ordered in 1946? 

Mr. McGrecor: Yes. 

Mr. Drew: Now, as I understand it, there are some requirements that 
all DC-3’s shall be converted by next year? 

Mr. McGrecor: No, I believe there was a requirement which was met by 
T.C.A. It was announced two years ago that certain specific modifications had 


to be carried with respect to DC-3’s in so far as fire prevention, fire detection, 


and fire elimination were concerned. That requirement, while elective to a 
point —I think until next year — was completed by T.C.A. at once. There is a 
further final grounding of DC-3’s forecast in 1953. 


Mr. Drew: That is with respect to the present model? 
Mr. McGrecor: IJ think all DC-3’s — but not the super DC-3’s. 


Mr. Drew: Is it not correct that the Douglas company will take in the 
present DC-3 and convert it to a super DC-3? , 


Mr. McGrecor: Yes. | 
Mr. Drew: What I was really asking was directed towards that. There is 


_a time limit which has been set and in which conversion must take place? 


Mr. McGrecor: That might be — you mean they will only hold themselves 


LE open to orders of that kind for so long? 
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Mr. Drew: I understood they would only ‘hold themselves responsible for 
the ordinary facilities which they offer up to a certain time — that is with respect 
to the conversion to super DC-3’s? 


Mr. McGrecor: That may be, although I have not personal neues of it. 
Mr. Drew: These DC-3’s cost how much? 


Mr. McGrecor: They went on T.C.A. books on an average at apinerhite 
like $200,000 a piece. 


Mr. Drew: They were all new machines? 


Mr. McGrecor: No, they were for the most part war surplus C-47’s 
purchased at a price on the order of $50,000 a piece and the $150,000 additional 
capitalization was required for complete rebuilding. 


Mr. Drew: Does that apply to all the DC-3’s you have? 
Mr. McGrecor: All except the first three I mentioned. 
Mr. Drew: The first three were bought as new aircraft, were they? 


Mr. McGrecor: I am not sure on that-—it is really quite far back. The first 
three were purchased, I believe, in 1945. They were originally Wright foe 
aircraft but converted by T.C. A to Pratt and Whitney engines. 


Right Hon. Mr. Howe: They were bought from C.P.A. 
Mr. Drew: The first three? 
Right Hon. Mr. Hows: That is my recollection. 


Mr. Drew: Does that account for the different depreviation period of the 
DC-3’s? Is it because they were bought as war surplus? 


Mr. McGrecor: Do you mean why they were being depreciated at a lesser 
number of years? 


. 


Mr. Drew: They were being depreciated on the basis of four years total 
depreciation? 

Mr. McGrecor: The reason, I believe, was that they were considered as 
being in a rather well advanced state of obsolescence—being a ten year old 
aircraft—as compared with the North Star which was coming out as an aircraft 
of only a year and a half or two year old design. 


Mr. Drew: What are your plans with regard to the utilization of DC-3’s 
_ over the next few years? 


Mr. McGrecor: The plan is to utilize the aircraft in their present form: 
until they are actually fully depreciated. By that time we would hope to have 
completely factual data as to the performance, characteristics and costs of these 
many new types that are coming on the market at the present time. We feel it 
would be wrong, under present conditions where the fleet capacity is equal to 
the demands being made on it, to make any decision as between the three major 
types of aircraft today. I am thinking of an advanced piston type of engine such 
as the Martin 404, any of the turbo-trop aircraft which are very interesting but 
for which there is not yet actual operation data, and the full jet aircraft which 
are equally interesting but still without operational data. — 


Mr. Drew: What determines the use of a particular type of aircraft on 
any given route? 


Mr. McGrecor: There are many factors that enter into—shall we say 
the “goodness of the job it does for the air line”. Maintenance cost weighs very 
heavily and safety is always in the fore of any consideration of aircraft. ‘There 
is also the ability to carry ton miles of air transport to a greater extent than a 
corresponding investment in another aeroplane would produce. Aircraft, as they 
are designed and built today, are particularly susceptible to the route lengths 
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over which they are to be operated. An aircraft may be excellent for a 600-mile 


route but may be most inefficient on a 300-mile route or even impossible on a 
1,200-mile route. anes 

Mr. Drew: That is just what I had in mind. You have North Stars, for 
instance, on the long route from Vancouver to Toronto and Montreal. I am 
talking now about the domestic lines. 

Mr. McGrecor: Yes. 

Mr. Drew: Then you have the lines that run up to Edmonton, and that 
run which is north to Kapuskasing, and then there is the run east from Montreal 
to the maritimes. In those cases I understand that you are using DC-3’s entirely? 

Mr. McGrecor: Yes. 

Mr. Drew: Then, on the run from Toronto to New York, and now from 
Montreal to New York, I understand that you are using North Stars? 

Mr. McGrecor: That is correct. 

Mr. Drew: Well, the distance from Montreal to New York is about 


' 350 air miles. 


Mr. McGrecor: That is correct. | 
Mr. Drew: Is it an efficient operation to use a North Star on a very short 
hop of that type? 


Mr. McGrecor: It is a better operation than the DC-3 provides but it is 
not as efficient a money-earner on that distance as it is on the 1,200 mile Toronto 


to Winnipeg hop. 


Mr. Drew: What I am thinking of is this. You estimate, as I understand it, 
a possible load occupancy of 60 per cent. The passenger occupancy on the North 
Stars on that Montreal to New York run would therefore be 24 passengers? 


Mr. McGrecor: Initially, that is; it is a brand new run. 


Mr. Drew: I know that, but, as I understand it, that would be your 
estimate of the probable occupancy of seats in a North Star? 


Mr. McGrecor: That is correct. 


__ Mr. Drew: What I am thinking of is this: You have already changed your 
DC 3’s from 21 to a 28 passenger machines. 


Mr. McGrecor: Yes, in case of three aircraft. 


Mr. Drew: Those machines operate at about one-third of the gasoline con- 
sumption per hour as compared to a North Star? 


Mr. McGrecor: Something between one-third and one-half. 
Mr. Drew: So that, with a smaller crew and a much smaller gasoline con- 


_ sumption, it would appear to be a much more economical thing to operate with 


DC 3’s, would it not? 

Mr. McGrecor: In the first place, Mr. Drew, the domestic crew in a DC 3 
is only one cabin attendant less than in a North Star. There is no radio operator 
carried in a domestic operating North Star, so the crew cost makes very little dif- 
ference. In addition, the sixteeen seats which you refer to are very desirable; 


_ and in addition to that, the feature of competition enters into it. 


Colonial Air Lines have earned, I think, quite an unsavoury reputation for 


- giving rough service between Montreal and New York through the operation 


of non-pressurized aircraft, particularly on a route which is down a river valley 
and between two rows of mountains. So I feel the adoption of a competitive 
position will prove its worth by giving service in an aircraft which is pressurized 
and which, thereby, can get over the weather and give a much more comfortable 


me ride. 
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In addition, while it is not an unduly lengthy journey in a North Star, it 
will make good, in a financial sense, on both those runs, and certainly on the run 
from New York to Toronto, | 

Mr. Drew: Is it not true that Colonial Air Lines are operating DC-6’s out 
of Montreal to New York? 


Mr. McGrecor: No, DC-4’s. 
Mr. Drew: The DC-4; is that not a lores onan machine? 


Mr. McGrecor: No. It is not pressurized. That is an old C-54 with seats | 
put into it. 


Mr. Drew: And that flies on to Florida, does it not? 


Mr. McGrecor: Not as a continuing flight. In fact, Colonial does not go 
to Florida at all, but they operate a service from New York to Bermuda. 


Mr. Drew: The only reason I happen to know about it is that in flying down 
to New York it happened to be one of those machines I went* down in, and I 
noticed in the back of the seat circulars about the southern holiday resorts and — 
so on. I was under the impression it was going on further south. 


Mr. McGrecor: As far as I know, as soon as the threat of T.C.A. com- 
petition appeared, they introduced some of their Bermuda service aircraft on 
the New York-Montrea! run, something which had not been the case before. 


The CuatrMAN: In making a comparison, Mr. Drew, is there not one other 
factor which you have overlooked, in considering the gasoline consumption per 
hour? Is not the speed per hour also a factor? 


Mr. Drew: That is quite so. But it does not make so much difference on a 
shorter run because a 350 mile run is one which you can make in a comparatively 
short time. 


Mr. McGrecor: I think the chairman was referring to the fact of the greater 
consumption of gas goes on for less time due to the greater speed. 


Mr. Drew: That is quite true on a shorter run. But I understood there was 
a very definite tendency in the United States to go in for the use of the more 
modern two-engine types for these shorter runs, such as the super DC-3, and 
the Convair, and the new Martin-404. That is correct, is it not? 

Mr. McGrecor: That is quite correct. 


Mr. Drew: I was curious about whether, with these cost factors involved, 
that consideration might not be regarded as being of some importance in con- 
nection with such routes as the run from Montreal to New York, from Toronto 
to Chicago, and Vancouver to Seattle. The Vancouver to Seattle flight uses a 
DC-8, does it not? 


Mr. McGrecor: That is not our run. It is a United Air Lines run, and I 
understand they usually fly it in DC-4’s. 

Mr. Drew: Well I was looking at the map. 

Mr. McGrecor: Victoria to Seattle is our run. 

Mr. Drew: And how is that flown? 

Mr. McGrecor: That is flown with 28 passenger DC-3’s. 

Mr. Drew: Oh, yes. 


Mr. McGrecor: And I feel I should point out that these aircraft which 
you speak of, such as the Convair and the Martin-404’s, are extremely expensive. | 
They are big aircraft. It is true they are only twin- engined, but nearly all of 
them are seated in the order of forty seats. They are big, fast and extremely 
expensive. You have to weight carefully the increase in efficiency of an aircraft 
of that kind purchased at a price in Canada which would be in the order of $1 
million, probably, as compared to an aircraft which is now depreciated to around 
$35,000 to $40,000, as is the case with our DC-3’s. | 
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The CHatrMAN: Any further questions on page 5? Uh 
Mr, Fuuron: I started to ask Mr. McGregor about the interest on capital 
investment and I understand that that represents three per cent on the common 
stock, and then he said it was one and a half per cent on the $14 million loan. 


The CHAIRMAN: One and a half per cent on the common? 
Right Hon. Mr. Howse: Three per cent on the common. 
Mr. McGrecor: That is correct. 
Mr. Futron: And you said one and a half per cent on the $14 million loan. 
Mr. McGrecor: That is correct. 
Mr. Fuuton: I make that $22,500 in each year. 
Mr. MoGrecor: It sounds about right. . 
Mr. Fuuron: And I was wondering about the increase of $44,783 in the 
interest. How do you arrive at that? | 
Mr. McGrecor: All of the $25 million was not issued throughout 1948. 
_ Mr. Futon: Well, has there been an issue of stock made in 1949? | 
_. -Mr. McGrecor: No, during the year 1948. You are comparing the year 
1949 against 1948. All of the $25 million was not issued as of January 1, 1948. 
7 Mr... Fouton; :Ob, I see. . 

Mr. McGrecor: Would you like to know the various dates of issue? 

Mr. Futon: No, if that is the explanation, that is sufficient.. I just wanted 
‘to compare the balance sheet with last year. 

Mr. McGrecor: Well, you would have to compare it with 1947. 

Mr. Drew: Mr. McGregor, you doubtless have seen the statements that have . 
been made in regard to the fact that Trans Canada Air Lines will be paying part. 
of the cost of a new aircraft that has been built or is being built by Canadair 
which is to be, apparently, partly for the R.C.A.F. and partly for other purposes. 
You know the aircraft to which I refer? 

Mr. McGrecor: I know the aircraft but I do not know the statement. 

Right Hon. Mr. Howe: The T.C.A. is paying no part of that. 

Mr. Drew: Is that so? 

Mr. McGrecor: None. | 

Mr. Drew: I thought that it was stated that this was to replace an aircraft 
that was burned at Sydney, one that was being operated by the T.C.A. 

Mr. McGrecor: That is correct. 

Mr. Drew: And that T.C.A. was assuming its share of this aircraft for its 
replacement purpose. 


Mr. McGrecor: No, I am afraid there is a confusion of ideas. The loan of the 
6 M-I aircraft was covered under an agreement which required that all of those 
aircraft be modified to the military standard and returned to the R.C.A.F. and 
that should any of these aircraft be damaged beyond economical repair that it 
was then up to T.C.A. to replace that aircraft either dollarwise or otherwise. As 
I mentioned before one of those aircraft was damaged beyond economical repair, 
and under the terms of that agreement we paid the R.C.A.F. in cash and in spare 
parts which we had in storage the value of the aircraft to the tune of $660,000. 
‘What they did with the money or parts had nothing to do with us; it was entirely 
a matter of R.C.A.F. decision. } 


Mr. Drew: So that was done some time ago? 
Mr. McGrecor: Yes. | 


Mr. Drew: When would that be done? 
59291—52 


342 SESSIONAL COMMITTEE — 


Mr. McGrecor: Well, the final delivery of parts which represented. part of 
this payment was made about two months ago. The payment of $330,000 was 
made in November, if my memory serves me correctly. It was either November 
or December. 

Mr. Drew: Of what year? 

Mr. McGrecor: Of last year. 

Mr. Drew: Of 1949? 

Mr. McGrecor:. Yes. 

Mr. Drew: And that was paid direct to? - 

Mr. McGrecor: To the receiver-general. 

Mr. Drew: Well now, were you consulted in regard to this aircraft? 

Mr. McGrecor: This aircraft that is being built at Canadair? 

Mr. Drew: Yes. — ) 

Mr. McGrecor: No. 

Mr. Drew: Do you know if any of the officials of T.C.A. were consulted in 
regard to it? 

Mr. McGrecor: I do not know of any consultation that went on and I am 
therefore sure there has not been any. 

Mr. Drew: The reason I am asking the question is because of the state- 
ment that it was a prototype aircraft. 3 

‘Mr. McGrecor: Well, I do not know what is conveyed in that particular 
sentence by the word “prototype” but T.C.A. has nothing to do with it in any 
shape or form. 

Mr. Drew: Now, have you the figures available of the past utilization 
of the various aircraft being operated by T.C.A. for the year 1948? 

Mr. McGrecor: By aircraft? 

Mr. Drew: Yes. 

Mr. McGrecor: No, I have not. We have the figures by major sub- 
divisions of the company as between Atlantic and Caribbean ang domestic. 

Mr. Drew: Have you figures as to all aircraft? 

Mr. McGrecor: There are a number of routes on which the two types are 
used, as Toronto to Winnipeg; Montreal to Toronto, and so on. 

Mr. Drew: Yes. How would you determine the efficiency of a particular 
type of aircraft if you do not know the extent to which that particular type 
of aircraft is being utilized on the line on which it is being operated? 

Mr. McGrecor: We have a utilization figure of the aircraft which does not 
have anything to do with the load. That is the number of hours of revenue 
work that we get out of an aircraft per hour of its existence. That is the 
measure of efficiency of the aircraft. The weight-load factor or the passenger- 
load factor 1s purely a matter of how the market is related to the amount of 


air transportation that you are providing and it has nothing to do with the 
inherent efficiency of the aircraft. 


Mr. Drew: Well then, if you have not those separate figures, have aH 
the figures of the utilization of the aircraft? 


Mr. McGrecor: Yes. 
Mr. Drew: Well, could you let me pune those? 


Mr. McGrecor: Yes. I can give them to you in a comparison with other 
lines in the United States. 


Mr. Drew: No, I mean your figures within your own service. 


Mr. McGrecor: Yes, I was going to do the same thing. I can give it to 
you by the month or for the year. 
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The twin engine aircraft in 1949, in the case of the DC-3’s were utilized 


five hours and twenty-three minutes for each twenty-four hours. That includes 


revenue time against all aircraft time. That is, if an aircraft is in the hangar 
being overhauled it is still counted as in the total time. It is utilization against 
the total fleet time, the number of aircraft multiplied by tweny-four hours. 
T.C.A. four-engined planes had a utilization of seven hours and forty-one 
minutes. That compares with similar figures for U.S. airlines as follows: 
American Air Lines, four hours and six minutes for their twin engine aircraft 
and six hours and fifty-two minutes on their four-engine aircraft; the 
United Airlines, five hours and twenty-six minutes on twin engined 
aircraft and six hours and thirty-eight minutes on four engined aircraft; North- 
west Airlines, four hours and fifty-seven minutes on twin engine aircraft; eight — 
hours and thirteen minutes on four engine aircraft. | 
Mr. Drew: Those are the figures you have? 
Mr. McGrecor: Yes. 


Mr. Drew: Now, of course you know of the terms of the agreement under 
which these aircraft were purchased and I would refer you to Article 23 of the 
agreement of the 3lst day of March, 1947 between the manufacturing corpora- 
tion and the Trans-Canada Air Lines, and the first paragraph of Article 23 
headed “Exhaust System and Noise Level” reads as follows: ‘Notwithstanding 
the provisions in the detail specification both parties agree that it is necessary 
to improve the exhaust system in order to obtain an exhaust noise level satis- 
factory for competitive scheduled commercial airline operations. Canadair 
will co-operate with the power plant manufacturer to develop such satisfactory 
exhaust system and buyer will pay (as an addition to the price of aircraft 
purchased hereunder) one half of all increased costs to Canadair by reason 
either of increased prices paid ‘by Canadair to the power plant manufacturer 
by reason of the change in the exhaust system or ‘by reason of any change 
required thereby in the structure of the aircraft.” , 

You know of that provision? 


Mr. McGrecor: I must say, with regard to my previous remark, that I have 
no personal knowledge of the agreement because I was not in my present position 
with the organiaztion at that time, I had nothing to do with the purchase of air- 
craft engines. 


Mr. Drew: I know that you had nothing to do with the actual execution 
of this contract but I find there was provision for payment because it refers 
in this agreement to steps to be taken to reduce the noise factor. Can you tell 
me now if any money has been paid under article 23? 


Mr. McGrecor: Nothing has been paid because an acceptable exhaust 
system producing a reduction in noise level has not been produced yet. There 
have been payments for a modified exhaust stack which is known, or referred 
to as a fishtail exhaust manifold. There have been payments made with respect 
of that modified type of stack which is used on the inboard sides of inboard 
engines. 

_ The Cuarrman: Mr. Drew, perhaps I might interrupt. You will recall that 
the reference to this committee is in regard to the 1949 operations. While I would 
certainly be willing, if you wanted to make any reasonable reference back for 
the purpose of dealing with the 1949 estimates, to allow you to do that, it is not 
within the power of this committee to deal with any expenditures of 1947. 

Mr. Drew: This arises out of a 1947 agreement. This has to do with a 
continuing obligation on the part of Trans-Canada Air Lines. It would have a 
bearing on 1949. 


The Cuarrman: I know, but the obligation was a committment incurred in 
1947. I understood you to say that the date of the contract was 1947. 
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Mr. Drew: That is quite right. 

The CuHarrMan: The obligation was incurred then. — 

Mr. Drew: I know, but Mr. McGregor has just said that they have not 
made any payments by reason of this. : 

The CuatrMan: I have not made myself clear, apparently. Whatever obli- 
gations Trans-Canada Air Lines made in the agreement you are now referring 
to go back to 1947. Isn’t that the time the contract was signed? 

Mr. Drew: It was signed in 1947, yes; but the amount only becomes 
payable under the circumstances to which Mr. McGregor has himself referred; 
he said that nothing has been paid in respect of it in 1949, and that nothing has 
been paid yet. Now, in that respect, Mr. McGregor, this is a continuous pro- 
vision which at any time when satisfactory arrangements are made would involve 
the obligations arising out of that position, would it not? | 

Mr. McGrecor: I would think so. 

Mr, Drew: That being so this is very much something of the present. As 
I understand: it you have been purchasing different types of stacks; you have 
tried to find an exhaust suitable for the purpose of reducing the noise of these 
engines and to meet the requirements of article 23 of the agreement; isn’t that so? 

~ Mr. McGrecor: Not quite. Only the one new type of stack has been released 
and that is not completely satisfactory; and that was never referred to in the 
terms of that clause because it was well understood to be an interim expedtent 


applied to reduce the noise; and both Canadair and Rolls Royce have been 


working very intensively on the correction of the noise level of the North Star 
aircraft ever since, and would I think have something now which they are 
about ready to test and hope will be suitable. 

Mr. Drew: Well, Mr. McGregor, it strikes me that this wording is not open 
to misinterpretation, it refers to the changes that would be satisfactory, and I 
quote; “to improve the exhaust system in order to obtain an exhaust noise level 
satisfactory for competitive schedule commercial operation”. I do not know 
how that could be read other than to apply to a reduction of the noise level; 
that the noise level was not satisfactory for competitive air line operation. Is 
that not the correct interpretation there? ! 

Mr. McGrecor: I would think so; that is if you are referring in your use 
of the word competitive to the one specific thing, the noise level. 

Mr. Drew: The word competitive here covers competitive scheduled com- 
mercial air line operations. 

Mr. McGrecor: I would say then that the aircraft is very satisfactory 
competitively, but as to noise level only I would say it is not competitive with 
some other aircraft. 

Mr. Drew: And you would say that up to date, technically, in 1949, no 
payments have been made under article 23? | 

Mr. MoGrecor: That is right. 

Mr. Drew: And these incidental stacks that you are being supplied with 
by a manufacturer—these fishtail stacks I think you called them—where did 
you buy them. 

Mr. McGrecor: They were purchased from the manufacturing company. 

Mr. Drew: What does that amount to? 


Mr. McGrecor: They are in continuous purchase. They are a simple item, 


Exhaust stacks operate at high temperatures and require quite frequent replace- 
ment, very much like an exhaust valve or any other part of aircraft which is 
~ subject to wear and tear. 


Mr. Drew: I am curious about this provision in the agreement for this 
reason, that the whole of article 23 relates to this one subject and the particular 
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paragraph concerned represents a warranty that such aircraft will have an 
exhaust noise level satisfactory for competitive schedule air line operations. It 
is now over three years since that agreement was signed and I take it from what 
you say that they have not complied with that warranty? 

Mr. McGrecor: I think that hinges entirely on the sense of the word com- 
petitive. They have not got the exhaust noise level in the North Star aircraft 
down to the noise level in certain other aircraft. 

Mr. Drew: Then they haven’t fulfilled their warranty. 

Right Ute Mr. cate What was the warranty? That they would try to 
do it. 

Mr. ae No, Canadas agrees and es that each of the aircraft will 
have an exhaust noise level satisfactory for competitive schedule air line opera- 
tion. That is clear. That is the point. 

Mr. McGrecor: They are not claiming that they have done that, but we 
are carrying four times the load across the Atlantic out of Montreal as 1s carried | 
by BOA: 

Mr. Drew: That does not answer the question. It says here that when 
they did that you would then ‘be under an obligation to meet the financial 
arrangement called for in paragraph 1 of article 23. You say they have not done 
that. If they have not done that in a little over three years since this was signed 
then they have not fulfilled their warranty and so you would be under no obliga- 
tion to meet the payments called for in this article. 

Mr. McGrecor: I think that is a correct interpretation. 

Mr. Drew: I think this is probably a fair question: do you know of any 
other contracts signed where an aircraft is purchased before it meets requirements 
of this kind? 

Mr. McGrecor: I am not familiar with other contracts, but I know of many 
things that have had to be done to an aircraft after it is purchased. 

Mr. Drew: But this is an obligation in regard to a condition which the 
agreement itself states requires to be modified. However, we will leave that 
now. In regard to the aircraft you are operating on the route to the Caribbean: 
and to Bermuda, are you using DC-3’s or North Stars? 

Mr. McGrecor: North Stars. 

Mr. Drew: Entirely? = 

Mr. McGrecor: Yes. | 

Mr. Drew: I understand that you now carry that service right through to 


_ Port-au-Spain? 


Mr. McGrecor: Port-au-Spain, Trinidad. 
Mr. Drew: Are all the North Stars operated by T.C.A. pressurized now? 
Mr. McGrecor: Yes. 


Mr. Drew: Do you carry insurance outside of T.C.A. on the equipment used, 
or do you insure all that yourself? 

Mr. McGrecor: We self insure on North Star operations up to a maximum 
claim, with respect to any one accident from all sources of $750,000. We outside 
underwrite beyond that loss to a maximum of $5,000,000. 

Mr. Drew: Well, how do you deal with such a thing as fire hazard? Is that. 


insured outside as well as through your own funds? 


Mr. McGrecor: No—except fire in buildings which is outside underwritten, 
and loss to aircraft by fire on the ground. 


Mr. Drew: The reason I asked that question is that I understand your 


- reserve insurance fund is something just in excess of $3,000,000? 


Mr. McGrecor: $3,600,000. 
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Mr. Drew: It would be possible to have a fire that would do a great deal 
more damage than that, if you had a concentration of aircraft in one big hangar? 

Mr. McGrecor: Yes, but we do not have such concentrations and, as I say, 
the liability on that portion which is self insured is limited for one claim to 
$750,000. : . 

_ Mr. Drew: Well, Mr. McGregor, on those routes which you are flying in 
Canada do you break the figures down by separate routes the same way you do 
for your external operations? Is it possible for you to tell us exactly what the 
operating revenue and the costs of each of those lines are? 

Mr. McGrecor: No, it is not possible, Mr. Drew. The reason is that the 
aircraft utilization overlaps. An aircraft might begin a flight at Vancouver, 
terminate the run at Toronto, and yet in half an hour be on its way to New York. 
It would be impossible to break down the maintenance costs on that particular — 
aircraft. | 

The Cuatrman: Are there any further questions on page 5? : 

Mr. Fuutron: Mr. McGregor, in answer to Mr. Gillis I think you said that 
you could anticipate a satisfactory revenue position with respect to the domestic 
operations. Paraphrasing your reply, I think there were several bad luck 
factors which you did not anticipate and which had upset the over-all financial 
forecast for 1949. I was interested in that because I intended to refer you to 
page 258 of the proceedings last year. Mr. Miller, a member of the committee, 
asked you this question: “If you get the 15 per cent increase, which you*will 
get, will that take you out of the red in so far as the western flights are 
concerned ?”’ 

You said “I beg your pardon?” Mr. Miller said “If you get the 15 per cent 
increase, which you will get, will that take you out of the red in so far as the 
western flights are concerned?” Your reply is: “We hope that the increase 
will take us out of the red on our whole domestic operation.” Mr. Miller then 
asked: “Do you agree with the statement that the 15 per cent increase would 
more than wipe out your operating deficit—for instance your deficit for 1948? 
That statement was made in the western brief at page 11.” You answered: 
“T think it probably would.” | 

I wonder whether you would comment further on the revenue position this 
year, and the over-all financial picture this year, in the light of those answers, 
and particularly will you amplify your explanation with regard to bad luck 
factors which you ran into this year? 

Mr. McGrecor: Yes, I think I can. In the first place T.C:A. did not reap 
anything like the 15 per cent benefit, speaking of the year as a whole, as a 
result of the elimination of the transportation tax. It only became effective 
on the Ist of April, which reduced its effect, in so far as the annual report is 
concerned, by one quarter. In the second place T.C.A. elected not to increase 
fare charges by the full 15 per cent on many of its routes. The result 1S, 
speaking of one year as compared with another, the revenue advantage to 
T.C.A. for 1949 over 1948 is probably something in the order of 6 per cent— 
although it is difficult to determine what it was because the figure has to be 
related to each particular passenger’s travel. 

There are other elements that affected the company adversely, and these are 
impossible of computation in a monetary sense; first, the attack that was made 
on the aircraft in connection with the election—which certainly had the effect 
to some degree of shaking confidence in the aircraft; second, and a thing which 
strongly adversely affected traffic, was the complete deluge of reports of accidents 
throughout the world in the autumn. There was considerable prominence given 
to accidents in press reports. That had a very strong effect and was one which 
we could sense quite easily. The third thing that affected us adversely was the 
rising cost of fuel, coincident with the changes in freight rates. 
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Mr. Fuuron: I am interested with what you say with respect to your 
election not to increase fares on many routes to the full 15 per cent, in view of 


the statement made last year that you anticipated the 15 per cent increase 


would take you out of the red. Was there anything which occurred that made 
you decide not to take full avantage of the 15 per cent available. 

Mr. McGrecor: Yes, with respect to our east-west flights, although we are’ 
described as having a monopoly, we are strongly competitive. Our line is 
paralleleled by several others south of the border and it is not a difficult process 
for a passenger travelling from Vancouver to Toronto to go south to Seattle 
and cross the border here sowewhere at the eastern end of his travel. As you 
know there was the introduction of special fare rates in the United States which 
were so extensive as to make it necessary for us to make an approach to meeting 
them competitively. 

Mr. Fuuron: To some extent you have more or less reached the peak of 


possible passenger charges on many of your lines; is that correct? 


Mr. McGrecor: No, I do not think it was because of reaching a peak, it 
was because of having competition from reduced fares and having to go a 
considerable distance towards meeting that competition. 

Mr. Fuuton: What I means is that you are approaching the point where 
further increases will bring into effect the law of diminishing returns—due to the 
competition factor. 

Mr. McGrecor: It was not due to increases because we were not making 
any increases. 

Mr. Futton: Well, I will not say due to increases. 

Mr. McGrecor: To maintaining the position—the cost to the passenger 
remained the same. 

Mr. Futon: What I had in mind was the increase in revenue that T.C.A. 
would receive. Are you approaching the position where an increase in the net 
fare charged to the passenger would bring into effect the law of ‘ diminishing 
returns? 

Mr. McGrecor: I am certain of it. 

Mr. Futton: By virtue of the competition factor, which you must meet? 

Mr. McGrecor: Both by other air lines and by rail. | 


Mr. Futron: The answer to the problem of getting out of this deficit 
position which you are in is not to be found—certainly not entirely—and least 
of all, in an increase in fares? 


Mr. McGrecor: That is my opinion, and it is the opinion of the traffic 
department. | 


_. Mr. Funton: May I refer to increased operating expenses on page 5. One 
of the factors you referred to was payroll which you say rose by $2,384,584 in 
1949. Can you tell us what portion of that increase was due to increased number 
of personnel and what portion was due to increased salary or wages? 

Mr. McGrecor: Practically all of it is due to increased individual 
remuneration. There was a 1 per cent increase in the number of personnel 
throughout the year, in spite of the fact there was a 21 per cent increase in 


business. 


Mr. Futron: By far the greater percentage of it was because of increase 
in salary or wage rates? 

Mr. McGrecor: By negotiated agreements for the most part. 

Mr. Futton: Do these increases run right across the board or were they 


confined to one classification of employee in a particular region—how were they 
distributed? & 
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Mr. McGrecor: Almost entirely among the types of employees ¢ earning wages 
as distinct from salary people. 

Mr. Futton: What would that cover? Mainly your maintenance orewa 

Mr. McGrecor: Practically every employee group except clerical. 

Mr. Futon: Practically everything except clerical? 

Mr. McGrecor: I think there are seven or eight associations; yes, eight. 

Mr. Fuuton: You have an association of air crew personnel and they 
received an increase of what per cent? 

Mr. Giuuis: These wage increases are made necessary because of the rising 
cost of living. If the government had maintained price controls, it would have 
off-set that. 

Mr. Fuxton: Could you give me a percentage increase in wage rater wages 
or salaries? 

Mr. McGrecor: Yes, I could give you that. The average monthly pay rose 
by nine per cent. 

Mr. Fuuton: Nine per cent and your operating ae have increased by 
28 per cent; so it is true to oy that materials accounted for a ‘greater proportion 
of your increases? 

Mr. McGrecor: Yes, but you should understand that you are not comparing 
two equal jobs. The volume of work done was very much greater in 1949 than. 
in 1948. Twenty new aircraft flew for twelve months instead of 6 months, 
burning gasoline, and having maintenance work done on them, and so on. 

Mr. Futtron: Yes. But your increase is nearly one hundred per cent in 
flight equipment maintenance. Would that be on the domestic service? Accord- 
ing to your break down on page 9 would that be due largely to the increased 
number of aircraft, or to the increased cost of the actual repairing? - 

Mr. McGrecor: No. Some proportion of it would be due to the increased 
unit of cost per hour; and a very great majority of 1t would be due to the fact 
you are comparing six months of domestic North Stars in service as against. 
twelve. 

Carried. 


Right Hon. Mr. Hows: Is this a monologue or can someone else ask a 
question? 

Mr. Fuuton: Anyone may ask a question if he wishes. I understood that 
someone else wanted to ask a question on this page. 7 

Mr. Fraser: Go ahead, Mr. Fulton. 


Mr. Fuuron: Can you break down your maintenance cost with respect to 
the operation of aircraft and make a comparison? Can you tell us how much 
of your higher charges for maintenance which are referred to on page 5 was due 
to any difficulties in maintaining the engines? . 

Mr. McGrecor: We can break down the maintenance cost which you see 
there on page 19 as between air frames and engines. The air frame, in air line 
phraseology, is everything other than the engines and the instruments. 

Mr. Fuuron: I notice that your aircraft engine figure has increased consider- 
ably over 100 per cent, and the labour going into maintenance of aircraft engines 
has increased by approximately 50 per cent. 

Mr. McGrucor: Yes. 


Mr. Fuuton: Did you have 100 per cent more engines on hand as the result 
of the use of North Stars in 1949 over 1948? | 

Mr. McGregor: We had 100 per cent more engines on hand for 50 per cent 
more time. 153 Merlin engines were in use for six months in 1948 and for 
twelve months in 1949. : 
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Mr, Futon: But did you not have 100 per cent more engines in 1949 
than you did in 1948? 
_ Mr. McGrecor: We did in 1949, over a part of 1948, which was just what 
I said. 

Mr. Fuuron: Your 153 Merlin engines were necessarily 100 per cent more 
engines than those you had on hand before you took the North Stars into 


_ gervice? 


Mr. McGrecor: Yes. 

Mr. Fu,ton: How many aireraft did you have on hand during the first 
six months of 1948? 

Mr. McGrecor: None, if you are referring to North Stars. 

‘Mr. Fuuron: But I thought you said you had over 100 per cent more 
engines during part of 1949 than you had in 1948? 

Mr. McGrecor: We are talking about domestic engine maintenance, North ° 
Stars were not in use in the first six months of 1948. We had no North Stars 
In service on domestic then. 

Mr. Fuuron: What I was trying to find out was if you had 100 per cent 
more engines to maintain in 1949 than you had in 1948? 

_ “Mr. MoGrecor: Yes, because the line service maintenance was for six 
months in 1948 as compared with 12 months in 1949. 

Mr. Fuuron: When you put North Stars into service, you had 100 per cent 
more engines in service than you had before you put the North Stars into 
service? That seems difficult to accept and I return to the question: How 
many engines did you have in service in 1948 before you put the North Stars on? 

Mr. McGrecor: We have exactly the same number of Pratt-Whitney 
engines in service today, and the number of Pratt-Whitney engines is 76. 

Mr. Furtton: In domestic service? 

Mr. McGrecor: All the DC-3’s are in domestic service. Those are system 


figures. 


Mr. Futton: Would there be any other type of engines than the Merlins 
in 1948? © 

Mr. 'McGrecor: In domestic service prior to June 1, they were all Pratt- 
Whitneys. : 
Mr. Furron: How many of the other engines, the North Star engines, did 
you have in service after June 1? 


Mr. McGrecor: I would say 153. I think that is correct. I know it was 
138 as at December 31, and it would be 153 as at December 31, 1948. Yes, 138. 


Mr. Fuuron: 138, a hundred and thirty-eight? 
Mr. McGrecor: Yes, as compared to 76 prior to the introduction of the 
aircraft. 


Mr. Futron: I do not think it would follow that you had over 100 per cent, 
if the average for 1949 was 100 per cent greater than the average for 1948. 


Mr. McGrecor: I said we had 100 per cent more for 50 per cent of the time. 
Mr. Futron: Or you might say that you had 50 per cent more than the 


_ average for the whole year? You had to have 153 engines in your possession 


for domestic air lines to keep how many North Stars? 

Mr. McGrecor: That figure is subject to correction, but in any case it is 
a system figure. 

Mr. Fuuron: 138, yes, I am sorry. 

Mr. McGrecor: That is the total system number of engines of the Merlin 
type. 
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Mr. Fuuron: I was referring to the domestic. | 
Mr. McGrecor: I explained. I have to keep separating between domestic 
and system. Our total number of engines is a system number of engines, and 
an aircraft may be used on domestic operation for two months, and later it 


might be used on international operation; and the engine.is completely inter- - 


changeable with one or two very small modifications. And when the engine 
leaves the engine repair shop, we have no idea whether it is going to be used 
in domestic or international aircraft. 


then? 


Mr. McGrucor: That is done on the basis of time performed by the aircraft. — 


We say that the engine maintenance cost for an hour of aircraft time is so 
much and there was so much aircraft time flown domestically and so much 
aircraft time flown internationally. . 

Mr. Fuuron: But your maintenance costs for 1949 were over 200 per cent 
of what they were in 1948. : 

The Cuatrman: Where do you get that figure, Mr. Fulton? 

Mr. Fuuron: I am trying to get a breakdown of the operating expenses 
on page 5 and if you will turn to page 19 you will find “Flight Kquipment 
Maintenance”. ip 

Mr. Giuuis: Mr. Chairman, I wonder where we are getting with this. It 
seems to me that all the details that Mr. Fulton is looking for now can be 
discussed as we go through the book, and as far as I am concerned, I have got 
the whole picture now. I think this particular page we are on tells the whole 
story. I think we are just wasting our time. I appreciate Mr. Fulton’s difficulty. 
But he is a trained lawyer and when he gets a witness on the stand, his desire 
is to cross examine him. Personally, I think we are wasting time. I am getting 
nothing out of this. That is all internal management. We are here to look at 
the financial picture and I think we have got the picture here on this page. 
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Mr. Fuuton: How can you break down your engine maintenance figures | 


I think the story is very clear and if Mr. Fulton would just let us get along— — 


I think most of the information he is looking for can be found as we go through 
the book. 

Mr. Futron: I do not seem to have Mr. Gillis’ advantage to be able to 
take in all the details as quickly as he says he can. 

Right Hon. Mr. Howe: Why not ask some of these questions as questions 
of fact and jet the air lines officials file a statement on them tomorrow after 
looking them up? 

Mr. Fuutron: I am sorry. I am genuinely sorry, but I have not been able 
to convey the exact information I want to Mr. McGregor. 

Right Hon. Mr. Howe: I do not suppose he would be able to answer you 
right now even if you did. So why not put your questions in the record and 
- let him answer them tomorrow? 

Mr. Fuuron: I am endeavouring to put them on the record in such a way 
as he will understand them. 

Right Hon. Mr. Hows: The record is being taken down by the reporter 
right now. So why not ask your questions. 3 2 

Mr. Fuuron: Is the minister acting as a member of the committee? 


Right Hon. Mr. Hown: Yes, as a member of the committee. 


Mr. Grorce: Why cannot Mr. Fulton do the same as Mr. Carter did: put 


his questions in writing? 

Mr. Fraser: Well, Mr. Carter put his questions in writing and they were 
put in the record but we have not got the record nor the answers to those 
questions yet. 


we 
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Mr. Futron: What I want to know is: the corresponding figure as to the 
number of engines maintained between 1948 and 1949 because I find in the 


breakdown of operating expenses which we are dealing with on page 5 that 


the cost of maintenance in 1949 charged to domestic operations of engines is 
over 200 per cent of what it was in 1948 and I would like to know the reason 
for it? f 

The CuairMan: You keep saying “over 100 per cent”’; and I would like to 
be shown where you get it. I have checked the figures on page 19 and it is 
nothing like 100 per cent. 

Mr. Futron: Item No. 47. 


The CHatrMAN: Well, there is an increase which you can see is the 
difference between the year 1949 and the year 1948, but that does not work out 
to 100 per cent. 

Mr. Fuuton: Well, I make it that way. It: is $1,894,115.69 as against 
$890,515.13. 

The CHairMan: You are now coming down to “aircraft engines—material 
etc.’’. 

Mr. Futron: We have been talking of maintenance of engines. 

The CHatrMANn: If you have doubled the cost, then you must have doubled 
the work done and the material costs; and your double cost does not show 
100 per cent increase. | 

Mr. Futon: I refer you to that item showing increased “Aircraft Engine— 
Labour” $864,295.56 as against $575,652.69, and the item “Aircraft Engines— 
Material, etc.” $1,894,115.69 as against $890,515.13. 

The CuatrMAn: You are taking two items out of the table? 

Mr. Fuuton: Because those two items deal with engines, 

The CuarrMan: Oh, no. All six items deal with engines. 

Mr. Fuuron: But Mr. McGregor explained it was broken down between 
aircraft frames and aircraft engines. I am dealing with items that refer to 
aircraft engines. 


Mr. McGrecor: Even so, they do not add up, do they? 

Mr. Futton: Aircraft engine material is two hundred per cent in 1949 of 
what it was in 1948. 

Mr. McGrecor: Are you dealing only with material now? 


Mr. Futron: As I pointed out earlier, aircraft engines, labour, is something 
like fifty per cent increase, and the fact I am trying to get at is, how many 
engines were maintained so we can decide whether it was simply due to the 
increase in the number of engines or whether there was some difficulty in 
maintenance. When I get Mr. McGregor’s answer to that I can go on. 


The Cuatrman: Any further questions on page 5? 


Mr. McGrecor: I am afraid I will have to have more clarification before 
I can answer Mr. Fulton’s question. The number of engines changed very 
materially in 1948 so if he wants any comparison made for any one month in 
1949 I will be glad to make it, but I say that there was a difference in the 
number of engines in service in 1948 and in 1949 and unless you can tell me 
what part of 1948 you want the information with regard to, I cannot give it, 
because they changed very materially. 


Mr. Futon: Let us break it down to the two six months periods. The 
first six months of 1948 as compared with the first six months of 1949 and the 
last six months of 1948 as compared with the last six months of 1949. 


Mr. McGrecor: Well, again, that changed. Will you let me give you the 


_ information as of January the Ist or February 1st of each year? 
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Mr. Futon: All right, give it as of January 1 and July 1 of each year. 
Carried. : 


The CHAIRMAN: Page 6. : Dee 

Mr. Knicut: I see at the top of page 6, the last paragraph, a matter of 
landing fees, and the amount of money returned to the government of Canada 
and its agencies, et cetera, for landing fees. I would like to be clear on that, 
but I shall not go into any detail. Landing fees paid to the government. I take 
it the fees would be paid to the Department of Transport insofar as that depart- 
ment owns certain fields and your company pays them for the use of those fields 
and facilities there. 


Mr. McGrecor: _ Yes. aia 

Mr. Knicut: What proportion or percentage of these fields does the 
Department of Transport own? There would be some municipally-owned fields 
that you land at also? | 

Right Hon. Mr. Howse: Yes, there are some fields municipally operated, 
at Vancouver and Edmonton. Are there any more that you know of, Mr. 
McGregor? 

Mr. McGrecor: I do not think so. 


Mr. Knicut: Does T.C.A. pay in respect of these services provided by 
those fields exactly the same as your competitors, the Canadian Pacific Air Lines | 
for instance? 

Mr. McGrecor: Yes, it pays more because the landing fee is calculated 
on the size of the aircraft in terms of all-up weight. A DC-3 operated by T.C.A. 
pays the same as a DC-3 by the C.P.A. The C.P.A., however, only operates 
four-engine aircraft into one field in Canada, which is Vancouver. 

Mr. Knicut: But there would be other navigation aids provided by the 
Department of Transport, I presume, and some of these would be intangible, 
that is, they could not be worked out and paid for in dollars and cents, I imagine, 
and these would be enjoyed by your competitors as well as by yourselves. 


Mr. McGrecor: Yes. 

Mr. Knicut: In which case, wouldn’t I be correct in saying these private 
companies, your competitors, are to some degree subsidized? Is not: every 
transportation company subsidized to that extent by the government? 

Mr. Grorce: No more than a ship would be in using navigation lights 
coming into a harbour. 


Mr. McGrecor: The same way. 


Mr. Knicut: I was thinking of the maintenance of station masters at 
Penticton—oh, no, Penticton is off now, isn’t it? You abandoned that field; it 
is no longer in service. Who would pay for the maintenance of stations at a 
place like Whitehorse? I notice Whitehorse is served by the T.C.A. 

Mr. McGrecor: The Department of Transport— 

Right Hon. Mr. Howe: The scale of landing fees is fixed so that for a 
greater density of traffic it will cover the expenses of the Department of Transport 
in maintaining their fields. The scale is comparable with landing fees to the 
south of us; fees must be competitive, although I think ours are fully as high 
as they are in the States. Montreal and Toronto have a density of traffic that 
allows airports there to pretty well pay the cost of operation. Of course, it will 
take some time to increase the density of traffic at certain fields, but when the 
required density is reached the fields will be enabled to pay their operating 
costs. 


Mr. Knicutr: You spoke about revenue to be obtained from flying aircraft 
into places where there are no other means of transportation. I presume you 
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call those bush routes, or whatever it is. Are they more profitable than the 
routes where you have competition? : | 


Mr. McGrecor: There is usually a higher revenue obtained from each 


ton-mile flown over those routes. 


Mr. Knicur: And you are in the unfortunate position of not having many 
of those and certain rivals are in the important positions of running over those 
particular routes. 

Mr. McGrecor: I cannot think of any route where we are not subject to 
competition. » ; : 

Mr. Knicur: Your accident rate is low, is it not? I was wondering how 
it compared with world or United States figures? w 
Mr. McGrecor: Well, the figure is usually quoted in fatalities per million 


‘of passenger miles flown. We are in the fortunate position of not having had a 
fatal accident in 1949. . 


Mr. Knicur: Would you suggest that a monopoly in your own field has had 
some influence upon the accident rate or rather the absence of accidents? I mean 
would there be a tendency in the case of keen competition—for instance, I can 
imagine in certain parts of the United States many United States airlines might 
have a tendency to put aircraft in the air when perhaps the weather was just 
a little unfavourable. 


Mr. McGrecor: It is possible; but there is very careful regulation of the 


vactivity of all airlines. 


Mr. Kniaut: Thank you, Mr. Chairman. 

The Cuarrman: Any further questions on page 6? 

Mr. Fraser: About this intensified sales campaign. You did a lot of 
advertising in 1949 compared with what you did in 1948? 

Mr. McGregor: Yes. 

‘Mr. Fraser: Have you the figures of that? 

Mr. McGrecor: Yes. 

he Fraser: That is the figure for Canada only or would it cover all your 
routes! 

Mr. McGrecor: I can give it to you either way. The advertising charges 


_ in respect of all services in 1949 were about $150,000 more than in 1948. 


Mr. Fraser: 1949 was $150,000 more? Well, what was the figure? 

Mr. McGrecor: $837,561 in 1949, and $660,940 in 1948. 

Mr. James: Mr. McGregor, with regard to that paragraph under financial 
review where you state “in considering these financial results, it should be 
borne in mind that Canadian Airlines are placed at a severe disadvantage by 
the weight of customs duty and sales tax which they must pay on equipment 
and materials imported from the United States,” I presume that is in comparison 
with American competition and is not in comparison with the Canadian Pacific 
Airlines. In other words, they pay the same tax and customs duties as your- 
selves. 

Mr. McGrecor: Yes. 

Mr. Fuuron: Are your rates set by the Air Transport Board or do you 

have to apply to the Air Transport Board for approval of a schedule? 
_ Mr. McGrecor: Not approval of a schedule, approval of fares. 

Mr. Funron: And are the C.P.A. in the same position? 

Mr. McGrecor: I believe so. 

Mr. Fuuron: Could I ask you some questions with regard to the figures 


you have on page 6 here? It seems to me that the ratio of revenue passenger 


miles to available seat miles and the ratio of revenue ton miles to available 
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ton miles has decreased in 1949 as compared with 1948. In other words, in | 
1948 there was a difference of 117 million between the revenue passenger and 
the available seat miles, and in 1949 there was a difference of 149 million in 
round figures, and in 1948 there was a difference of 20 million between the 
available ton miles and the revenue ton miles and in 1949 there was a difference 
of 27 million between the revenue ton and available ton miles. I would like 
to know whether the result of the increased services which you have been 
giving has been to increase your availability considerable but the traffic available 
has not kept up? ) 

Mr. McGrecor: That is accurately measured by the load factor figures. 
It is shown for,the total load, or if you prefer on the passenger basis. It is a 
direct measurement of the amount of advantage taken of your available space. 
And, as I mentioned, the two daily transcontinental services, which is one of : 
our major activities, in the spring of 1949, were increased to three and we did 
not take off the third flight in the autumn of 1949 because we were in the 
somewhat unfortunate position in which two flights were too few, and three 
flights a little too many during the winter months. 

Mr. Futon: And you intend to run another transcontinental service this 
year? 

Mr. McGrecor: That is correct. 

Mr. Fuuron:Are you satisfied then that your use might be sufficient to 
take care of your availability? a 

Mr. McGrecor: We are satisfied that our summer traffic will be sufficient 
to keep those flights occupied but the fourth flight probably will come off 
in the autumn of 1950. 

Mr. Fuuron: Can you give us a breakdown—lI am not sure whether this 
point came up before—can you give us a breakdown of the passengers carried 
on the various sections of the system? 

Mr. McGrecor: No, but we can give you the load factor as a whole for 
the Atlantic or the North. American operations. 

Mr. Futon: Could you give us a breakdown of the passengers carried, 
say, between Calgary and Winnipeg? | 

Mr. McGrucor: I can give you what we call our flow chart figures compiled 
for each month which will give you the number of passengers travelling between ~ 
each of these points. 

Mr. Futron: Could you give me that tomorrow say for the period from 
January to June, 1949? | 

Mr. McGrecor: I have them for January but I haven’t got it for last June. 
I could give you the passengers as a whole. 

Mr. Futton: Could you have them for me tomorrow? — . 

Mr. McGrecor: I could get them for you tomorrow for last June. I can give 
you the January figure now, if that is satisfactory? 

Mr. Futron: How long will it take to get it? 

Mr. McGrecor: I would think, 24 hours. You want it by legs; you under- 
stand many of these passengers will be repetitive figures; that is, the same pas- 
sengers would be carried between Vancouver and Calgary, Calgary and Winnipeg, 
and Winnipeg and Toronto. 

Mr. Gituts: Before we leave this page, the servicing of your aircraft at the 
different airports under the Department of Transport is done by T.C.A. 
personnel? } 

Mr. McGrecor: That ‘is correct. 

Mr. Giuuis: And foreign aircraft landing in this country at one of these 
places are serviced by your personnel? 


a 
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Mr. McGrecor: Not necessarily, we may or we may not. If there is an 
agreement existing between the owner of that aircraft and T.C.A. it will be done, 
otherwise any other air line or agency may do it. 7 | 

Mr. Guus: You have the only personnel at the airport operated by the 
Department of Transport? 

‘ Mr. McGrecor: Oh, no, Gander, for instance, has personnel of eight air 
ines. 

Mr. Giuuis: That is. what I am getting at. Has there been any suggestion to 
change that arrangement to hand all the servicing over to some private company? 

Mr. McGrecor: Yes, at some points. 

Mr. Giuuis: I understand the general feeling is that if a private company 
were looking after that servicing work it would not be nearly as satisfactory as 
having it done by your own personnel; is that not the general feeling? 

Mr. McGrecor: That is our feeling: 

Mr. Guus: That is your feeling? 

Mr. McGrecor: Yes. 

Right Hon. Mr. Hows: Everybody feels the same about it. 

Mr. Guus: There has been some anxiety—I know I have had a letter or 
two from my own airport suggesting that the change was under consideration. 
They are feeling pretty anxious about it. 

Right Hon. Mr. Howe: Tell them to forget about it. 

Mr. Fraser: Are we going to adjourn at 10 o’clock? 

The CuairMan: All those in favour of adjourning at 10 o’clock? 

(It was decided to continue.) 

Are there any more questions on page 7? 

Carried. 


Page 8. 


Mr. Futton: With respect to page 7, I wonder if Mr. McGregor has the 
figures we asked for this morning showing the increased poundage of mail being 
carried. 


- Mr. MecGrecor: Not yet, no. 
The CuatrMan: That will be tabled. 
Mr. Fraser: On page 8 you refer to ILS and the fact that it reduces the 
waits which passengers had before. You use it in every case, do you? 


Mr. McGrecor: There are a few airports in which it has still to be installed 
under the plans of the Department of Transport, but, as I understand it, all the 
major airports, with the exception of Patricia Bay at Victoria have been equipped 
with ILS. ; } 

Mr. Fraser: There is just the one place? 

Mr. McGrecor: That is the only one I know of although I am subject to 
correction. 


Mr. Knicut: That is a technical term—it is instrument landing, but what 


: does the “S” stand for? 


Mr. McGrecor: System. 

The Cuarrman: Are there any further questions on page 8? 

Carried. 

Page 9. 

Mr. Fraser: I may not have asked this in committee but I wondered about 


_ family rates and I believe you told me you did not have them. 


Mr. McGrecor: Yes, we have. 
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Mr. Fraser: Your competitors have reduced rates to quite an extent, have 
they not? ; : oe 

Mr. McGrecor: The only rate reductions that have been applied on the 
Atlantic have been applied by all the north Atlantic carriers. They are not of 
the family type, they are excursion return discounts and they consist of two 
types of return trip. One is the sixty-day return, which, as the name implies, 
requires that the passenger return within sixty days of his outward journey. 
That is being sold during the winter months at one and one-third fare. There © 
js the second type of discount at one and one-tenth fare for a round trip for 
a fifteen day journey. All trans-Atlantic fares are agreed upon as between the. 
trans-Atlantic carriers and are identical. 

Mr. Fraser: Yes, but you do not have those reduced rates? 

Mr. McGrecor: Yes, we do. : 

Mr. Fraser: You do? 

Mr. McGrecor: Yes. 

The Cuamman: Are there any further questions on page 9? 
- Mr. Fuuron: Yes. I see that there is interest on capital invested charged 
to the T.C.A. Atlantic run, but it is considerably less than for the domestic run. 
Can you tell-us how many aircraft you have on the Atlantic as compared with 
the domestic run? : | 

Mr. McGrecor: Again it is a case of changing conditions throughout the 
year. It is referred to in the report and, if I remember the figures correctly, it 
began with twelve aircraft on the international operation and nine on the 
domestic. Today it is perhaps a matter of interest to note thatthe figures are 
exactly reversed. At the end of the year, however, the figures were ten to 
ten. These figures are for North Stars only. 

Mr. Fuuron: That is North Stars alone? 

Mr. McGrecor: Yes. 

Mr. Fuutron: You have other DC-3’s? 

Mr. McGrecor: We have no DC-3’s on the international run. 

Mr. Futron: On the domestic runs? 

Mr. McGrecor: Yes. 


Mr. Furron: I wonder if you would give the total number of aircraft 
charged to the domestic or North American service as against the total charged 
to the trans-Atlantic service? 

Mr. McGrecor: The figure was altered several times during the year, but 
at the end of December it would be fair to say there were 37 aircraft charged 
to domestic and ten to international. 
Mr. Fuuton: Is that the basis of your division of capital charges between 
the two? . 

Mr. McGrecor: No. Capital investment in such things as maintenance 
bases and so on is apportioned as between the two companies on one basis, and 
capital charges associated with the aircraft, are apportioned between the two 
companies on the basis of the numerical allotment of aircraft. 

Mr. Fuuron: And what is the proportion? 


Mr. McGrecor: In the ease of North Star aircraft I think it is ten to ten 
as at December 31. ) 


Mr. Fuutron: And you make your decision on the basis of the North Star, 
as I understand it, and you charge your interest on capital partly to domestic 
operations and partly to trans-Atlantic, and a different amount is payable in 
each case. What is the proportion of capital which is charged to the domestic 
as against the trans-Atlantic? Tae 
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Mr. McGrecor: We can get that directly from the interest charges; it 
would be identical. The proportion of interest charge would be the. same 
because we pay the same interest on every dollar of our investment. 

Mr. Funron: I appreciate that; but what is the basis of division? 

, Mr. McGrecor: I thought I told you. We cannot mix apples and oranges. 
In the case of aircraft, we cannot say it will be 37 to 10, when 27 of those 
aircraft are DC-3’s at $200,000, and 10 are North Stars at $660,000. So we 
take the North Star’s investment for aircraft which we know, and we say a 
proportion of that, as between domestic. and international, will be half and 
half when the allotment is ten and ten. We had an investment represented 
by the 27 DC-3’s aircraft assigned to the North Am. company. In addition, 
there is a large investment in tools, shops, and other things which is also 
apportioned on the basis of the amount of time performed by the aircraft in 
those two distinct services. 1 

Mr, Futton: What I would like to know is the financial details of the 
division of capital charge to domestic and overseas operations in 1948 as com- 
pared with 1949. . 

Mr. McGrecor: I cannot give them to you now. 

Mr. Futron: Can you give them to us tomorrow morning? 

Mr. McGrecor: Yes, tomorrow morning. 

Carried. | : 3 

Mr. Knicurt: I notice on page 9, at the top of the page, there is a statement. 

- with regard to operating revenues and operating expenses, and it shows that 
revenues decreased 6 per cent, while operating expenses increased 4 per cent. 
I would like to ask this question—first of all; perhaps I should say that I sup- 
pose the people who travel in airplanes look upon it as a luxury form of travel. 
You might not be willing to admit it, Mr. McGregor, but I believe it. What 
would be the result in the whole general picture of an economic set-back? 

Mr. McGrecor: If by that you refer to the reduction in operating revenue, 
I would say it was entirely due to the discontinuing of the charter agreement 
between the government and the air lines for the transportation of immigrants. 

_. Mr. Kyicut: I mean, in the case of a depression or recession in this country, 

I am afraid that would upset our balance sheet for the worse. 

Mr. McGrecor: I would think it would. : 

_. Mr. Fraser: Is it really a luxury to travel by air? I always felt that as far 
as the businessman is concerned it was a necessity because it saved him a lot 
of time. 

Mr. McGrecor: I think that is quite right, and not only is it a saving to 
the businessman but it is a saving as well to the holiday-maker, because it gives 
him more time for his vacation. 

_ Mr. Fraser: Yes. It is not really a luxury. i 
_ © Right Hon. Mr. Hown: I think it is really a third class passage in so far 

as the trans-Atlantic trip is concerned. I know that I crossed on the Queen 
- Mary and I had to pay two and a half times as much. as I would have had to pay 
_to travel on Mr. McGregor’s line. 

Mr. Fraser: Yes, and it took you longer. 

Right Hon. Mr. Howe: Yes, and it took me longer. 

_ Mr. Knyicut: Of course, the time element is important for businessmen. | 

Mr. Fraser: If a businessman has to go over to the United Kingdom in a 
hurry, he can leave here on Monday and be back on Friday. 

Right Hon. Mr. Howe: I really do not think you can say with certainty 
what the effect will be. I do not think you can tell exactly. 
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The CuairMan: Page 10? 

Mr. Fuuron: I am sorry; I have a number of questions on page 9. You 
referred just now to the disadvantage you are under in the discontinuance of the 
immigrant movement, Mr. McGregor. It is not a fact that, overall, that did not 
improve your position when operating revenues and operating expenses were 
both taken into account? , 

Mr. McGrecor: No, it is not that. | 

Mr. Futron: I find on page 282 of the proceedings of last year, at the 
bottom of the page, you said in analyzing the Atlantic operations: “Also, the 
difficulty of obtaining eastbound loads for aircraft proceeding to the United 
Kingdom for Canadian Governement immigrant flights, together with the low 
rate quoted for that traffic, made this service unprofitable to the Air Lines.” So 
that, in the light of that statement I would have thought that the discontinuance 
of that movement has not prejudiced your operations. 

Mr. McGrecor: I do not think that is quite correct. In not operating a 
service, whether it is profitable or not, when you are in a position to operate that 
service, both equipment-wise and crew-wise, you are not saving the total cost of 
that operation, all you are saving is your out-of-pocket expenses, fuel expenses and 
things like that, if you are equipped and established to operate the service.. If the 
revenue from that flight is sufficient to meet or better the actual out-of -pocket cost 
of operating it, then you are better off than you are when not operating it, but it 
does not mean it is a profitable operation, if that doesn’t sound too Irish, because 
you would not have established either the aircraft or the crew to electively oper- 
ate that service, but if you have both you are better off to operate it. 

Mr. Fuuron: But I take it from what you said in 1949, the immigrant 
movement did not result im an overall profit to the airlines because you say that 
the difficulty of obtaining eastbound loads proceeding to the United Kingdom 
for Canadian Government immigrant flights was one of the factors which made 
it an unprofitable operation, so that, overall, it did not profit your Trans-Atlantic 
service to be carrying on that business. 

Mr. McGrecor: No, because we put ourselves in a position to be able to 
do it, at heavy expense. | 

The CHairMAN: There is a difference in the degree of loss, Mr. Fulton. That 
confirms your statement. 

Mr. Fuuton: Yes, but it would follow, it seems to me from that remark of 
the chairman, that your net revenue position has not been prejudiced by the 
fact that that service is discontinued. 


Mr. McGrecor: That is the point. I say the gross revenue position has been 
deteriorated with respect to that service by over a million dollars. We have main- 
tained the equipment and we have paid salaries to the crews that were set up for 
that service. 

Mr. Futron: But did you acquire some of the equipment for the purpose — 
of carrying on that operation? 

Mr. McGrecor: No, I do not think that operation was even contemplated 
when the equipment was ordered. HS 


Right Hon. Mr. Howe: Put it this way. On the North Atlantic service we 
must have enough aircraft flying to serve the passengers available. If we 
could double or treble or even suppose we could quadruple that number of 
passengers we might improve our position because that would reduce relatively the 
cost of operating our airport stations, and our maintenance crews, let us say for 
instance at Iceland, London, and Prestwick. Everywhere we have to be prepared 
to do maintenance. Where we increase the number of our flights and the number 
of our passengers, we reduce the unit cost of operation. If we could increase 
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the number of flights and the number of passengers carried, as I say, it would 
have a material effect in reducing the over-all proportionate cost of operation. 

Mr. Fuitron: The position as I see it is this: we have given ourselves a 
certain amount of equipment—aircraft, crews, stations and so on—for our Trans- 
Atlantic service, and up to the present time, and last year, the ordinary passenger 
cargo and mail revenue and so on did not cover the operation expense. 

Right Hon. Mr. Hower: That is right. | 

Mr. Furtron: I do not think you can put the blame for the fact that it did 
not do so, that the deficit was increased this year as compared with the year 
before—I do not think it is proper to blame that on the fact that you did not have 
that immigrant work. 


Mr. McGrecor: To a certain extent it is, the effect of it was that if we had 
had enough immigrant traffic it would have been an advantage. 


Mr. Fraser: On the chart on page 23 I notice that October, November and 
December—particularly in November and December—there seemed to be a 
jump-up; would that be caused by the devaluation of the dollar and the pound? ~ 


Mr. McGrecor: I beg your pardon, which page? 
Mr. Fraser: That was on the graph on page 23. 
Mr. McGrecor: Yes, for what year? 


Mr. Fraser: For 1949 and 1948 there is a definite drop in November, yes, 
November and December, but in 1949 there seems to be an upward trend; I 
wondered if that was caused by the devaluation of the pound? 

Mr. McGrecor: No, I would not think so; part of that increase—this 
incidentally is only in the month of December, the month of November is the 
second column in and it shows a very sharp drop in the figures — part of that 
is stimulation in Christmas travel, and the remainder was the effect of the 
reduced fares that we spoke of, I believe. 


Mr. Fraser: That is when it came into effect? 
Mr. McGrecor: Yes. 

Mr. Fraser: That is what I am trying to find out what caused that. 
The Cuarrman: Mr. Fulton, you had one more question, I believe. 


Mr. Futon: Yes. I was going to suggest this Mr. McGregor, that 
quite possibly we have gone ahead too fast in this Atlantic service as a whole, 
and we have over-expanded ourselves; we have spent too much money on capital 
investment for the foreseeable future operations and we have in effect over- 
invested in that service for many years to come. 


_ Right Hon. Mr. Howe: It is a prestige service in a way, If the travel 
increases we will be able to pull out of the red; if we can justify an increase 
in the number of aircraft we will probably make a much better showing. But I 
think you are right; the difficulty of putting the service into the black would 
depend directly on travel; the traffic which develops over the period. The trouble 
is that there is a certain minimum service that we have to give, ground services 
that we have to have to maintain, to provide trans-Atlantic service. In our 
domestic service; we have three transcontinental services going now but when 
we had only the one transcontinental service we had very high mail rates, with 
the mail pay carrying most of the load; we existed on the mail revenue. As we' 
put on more flights we reduced our ground expense proportionately. On our 
trans-Atlantic service we are now hoping to build up traffic until it is sufficient 
to carry the operating load. . | 

Mr. Futron: I can see that, taking the 1948 figures and comparing them 
with the 1949 figures, particularly in view of the forecast; but I am not suggesting 
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that a person could always make accurate forecasts; and in 1949 you were up on 
your 1948 operations in black and white, and you show an improved position 
in 1949. , 

Right Hon. Mr. Hown: That is true. | 

Mr. Fuuton: In fact the position was quite a lot worse. 

Right Hon. Mr. Hower: I do not think we were optimistic enough then to 
think that we would break even on the north Atlantic service, were we? 

Mr. Futton: No, but we get worse results than for last year, and very 
much worse than we forecast, because we said we would get better. I am 
raising the question as to how far the taxpayers should be called upon to 
subsidize an overseas service, instead of using the money to subsidize the 
domestic service. The overseas service is available to relatively few people — 
certainly relatively few compared with those who can use the domestic service. 
I am therefore asking whether it is not possible to reverse this trend either 
by cutting down the service or in some other way and to reduce the money ~ 
we spend in paying the deficit which we incur on this trans-Atlantic service 
as a whole. 

Right Hon. Mr. Hown: I think the only way would be to cut out the service. 
We could stop it altogether. I do not know how we could fly the route at all with 
much less in the way of equipment and ground personnel than we have today. 

Mr. McGrecor: It would be impossible. 

Mr. Futron: Mr. McGregor says it is impossible. 

Mr. McGrecor: Yes, to operate with any more restricted staff and equipment 
than we have. 

Right Hon. Mr. Hown: The southern routes. are building up. nie They do 
help level out traffic and it may be that as the Atlantic service builds nS we 
may get into balance in a year or two. That remains to be seen. . 

Mr. Grorcr: You talked about prestige—this is more building for the 
future than for actual returns today. 


Right Hon. Mr. Hows: Yes, and for holding our place. . We are the pioneers 
on this route, and we are holding the traffic. 

Mr. boca How essential is the route? We provide a service by the 
Canadian National Steamships to carry cargo and we are told it is being carried 
on because of our traditional connections with the area. We incur deficit on that 
service and, as I understand the questions and answers given in regard to the 
railway, it is being done to continue showing the flag down in that area. Now 
how essential is it to incur a deficit here for the same purpose—just to show 
the flag on a line that has no prospects of showing a black figure for a number 
of years. 

Right Hon. Mr. Howe: In the 1948 reports it was said that until Canada 
has a larger population, or until the basic costs of air transport are reduced, 
international flying must be regarded primarily as a long-term investment. I 
think that is a fair statement. 

_ Mr. Fuuron: It is a long-term investment, I agree, but I am just wondering 
whether it is going to show any returns. 

Right Hon. Mr. Hows: All you can do is to keep fighting the deficit and to 
build up traffic as much as you can. 

Mr. Furtron: I am wondering whether it is not going to be a “little dis- 
heartening over the years. I am quite sure that Mr. McGregor and his officials 
fought it this year, because in spite of their prediction they had a deficit. . 

Mr. Gituis: Would you want to discontinue it? 

Mr. Fuuron: I am wondering whether there is any way short of discon- 
tinuing the service to avoid the deficit? 
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The ee The answer was no. 


Right Hon. Mr. Hown: The answer is no. We have got to discontinue the 
Atlantic services altogether and stop all the loss or run it as best we can and 
keep fighting the deficits and trying to build up the traffic. There is no way to 
cut down expense so all we can do is to hope to build up traffic. 

Mr. Fuurron: What would be your view on the proposition of allowing 
‘private air lines to develop those services. That would not cost the tax- 
payers funds, and we could concentrate our efforts on the domestic service. 


Right Hon. Mr. Hows: Well that would be something else. I would hate 
to think that a privately run firm has a longer view of the traffic situation than 
the Canadian government. I think if private concerns would tackle the routes 
and hope over the years to make them profitable then the Canadian govern- 
ment could do so just as well. 


Mr. Knicgut: You have let them do it in the Pacific? 


Right Hon. Mr. Howe: Yes, we felt we could not dissipate our resources and 
management in order to cover the Pacific as well. 


_ Mr. Knieur: That was not always your opinion? 


Right Hon. Mr. Howe: No, but I thought if I had to account for the loss 
of an aircraft say in Japan and some operating loss as well, that the committee: 
- would not like it. 


Mr. Knicut: The minister’s optimistic views of three or four years AZO - 
have not been fulfilled. | 


Right Hon. Mr. Howe: Well, we temper optimism with experience. 


Mr. Futton: How long, i in terms of years, do you think it will be? Five or 
ten years? Ten or fifteen? 


Right Hon. Mr. Howe: If by developing the south-Atlantic service which is 
a direct contributor to the north-Atlantic—because we work with the same air- 
craft—if after five years we are convinced that we cannot operate without a 
substantial loss, then it would be a fair question for this committee to decide 
whether it is worth struggling on. 


Mr. Funtron: So you would not forecast profits on this operation within 
five years? You would not care to do so within a shorter time than five years? 


Right Hon. Mr. Howe: That is right. 


Mr. Fraser: The minister mentioned the southern lines. Is there any agree- 
ment on that new line down to Tampa that you have to run so many planes: 
on that trip per month or per week? 


Mr. McGrecor: Not in those terms. The agreement says that we shall 
relate our frequency properly to the indicated demands for traffic. In other 
words, we will not over serve or, by inference, under serve it. 

Perhaps it might help to afford some relief to Mr. Fulton if I told him that 
on the basis of the first two months of operations of the Atlantic service in 1950 
the net figure is $307,000 better than for the same two months of 1949. 

Mr. Fraser: Is that due to the reduced fares? 

Mr. McGrecor: Some proportion of it would be. 


Mr. Futron: My answer to that would be that I regret to say that it is 
very much the same thing that Rappened in 1948, when, in reviewing the 1949 
es you said at page 313: 


. but I can very definitely assure you that our financial returns on 
our overseas operations for 1949 show improvement, and that the 
months that have already gone by would indicate that these estimates 
are very close to accurate.” 
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I do not think anyone should criticize you severely for having made an 
optimistic forecast. But you made that forecast based on two or three months 
of operations in 1949. You made that forecast in April 1949, but it turned out 
that for the whole year they were completely reversed. And speaking personally, — 
I have seen nothing which would indicate that the same forecast you make for 
this year will not be completely reversed this year. The Right Hon. Mr. Howe 
has said that he would not forecast black figures within five years. 

Mr. McGrecor: And I think he is quite right. I have already drawn your 
attention to the fact that at the time that statement was made there was a 
contract with the government and that it came to an end and it had the effect 
of reducing the revenue by something more than $13 millions. 

Mr. Fuuron: Yes. But you point out in your report this year that the | 
west, bound traffic—which I understand was passenger traffic—has contributed a 
greater proportion of your operating revenue this year than last year. 

Mr. McGrecor: Of the total revenue. 

Mr. Funron: Yes, and as for the Atlantic service, you say that the reason 
you showed a deficit this year was the fact that you lost that immigration traffic. 
But that has not altogether prevented you from carrying an increased number of 
passengers; nevertheless you show a deficit. 

The CHAIRMAN: This is a most remarkable thing. You are one page ahead 
of us now, Mr. Fulton. 

Mr. Fuuron: No, Chairman, I am still on page 9. 

Carried. 


Mr. Fraser: Is the mail rate to be any higher for you? 


Mr. McGrecor: Well, it is on an entirely different basis. The mail rate is 
on an international agreed rate per pound mile as received by TCA and as 
received by other international carriers; but as you have probably seen, perhaps, 
from time to time, there is a claim made by other international carriers, at 
least by the companies to the south of us, for what is called retroactive mail 
pay which is an addition to that rate. In the largest company, it represents a 
back payment of about $9 million according to recent figures. 

Mr. Fraser: Would vou get any of that? 

Mr. McGrecor: No, it was paid by the United States Government. 

Mr. Fraser: That was paid by the United States Government? 

Mr. McGrucor: Yes: 

Mr. Fraser: Well, what is your rate on this per mile? 


Mr. McGrecor: The official figure is six gold francs per ton kilometre. It 
works out— 

Mr. Georce: Is that a French franc? 

Mr. McGrecor: Not today, no it is a gold franc—that works itself out to 
$4.83 per pound to carry it across the Atlantic. 

Mr. Fraser: $4.83? Even with the deflation and one thing and another that 
is still at that figure? 

Mr. McGrecor: Yes. Unfortunately the Canadian post office continues to 
pay in dollars whereas that figure was originally based on a gold frane which 
should have increased the mail pay when devaluation took place. The post 
office interpretation on the agreement, which was correctly stated in dollars and 
cents, has been to continue to pay us at the same rate after devaluation whereas 
the effect of devaluation as the report stated was to increase both cargo and pas- — 
senger rates. 

Mr. Fraser: And on that the Canadian Government,—the Post Office 
Department—pays you less than $4.00? 
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~. Mr. McGregor: No, it continues to pays us $4.83, whereas under devaluation © 


it should have gone up. 


The CuairMAn: Any further questions on page 10? 
Carried. 


Mr. Futon: You flew fewer revenue miles in 1949 than in 1948 yet you 


continue to fly more available seat miles as shown in the chart at the top of the 


page. Can you say how you managed that? 

Mr. McGrecor: Yes, seat miles on the Atlantic do not relate themselves to 
the number of seats in the aircraft because all winter flights are weight limited 
as to the number of seats. In some flights it is as low as 32, for instance, and 
the achievement of flying a greater number of seat miles for a given number of 
revenue miles, which is aircraft miles flown, is done by increasing the number 
of seats available by the introduction of intermediate landings at carefully 
selected points. | 

Mr. Fuuton: That would be the same as the effect of changing from 
Kingston to? 

Mr. McGrecor: No, that is the effect of landing a number of flights with 
heavy headwind components, at Keflavik in Iceland for instance. That has the 
effect of keeping up the number of seats that may be made available for sale 
on that flight. 

_ Mr. Fuuron: Then on page 10 I see that the westbound traffic was again 
greater than in the opposite direction Mr. McGregor. Can you give us the 
breakdown of the number of passengers carried to the United Kingdom as 
against the Bermuda-Caribbean service? 


Mr. McGreecor: Yes, in any one month? 

Mr. Fuuton: For the year 1949. 
_ Mr. McGrecor: Yes, I can give it to you now. The revenue passengers on 
North Atlantic service was $21,872, in 1949. 

Mr. Fuuron: And in 1948? 

Mr. McGrecor: 23,429 in scheduled flights. 

Mr. Futron: And on the other services? 

Mr. McGrecor: In 1949, 11,543; and in 1948, 2,911; that, of course, is a 
part year in that service. 

Mr. Fuutron: Yes. Did the scheduled flights include the immigrant flights? 

Mr. McGrecor: No. | | 

The CuarmrMan: Carried. Page 11: Can you tell me the total you 
received from carrying mail on the trans-Atlantic flight? 

Mr. McGrecor: I have that figure here; the mail revenue in 1949 on 
the international services was $1,178,653.41. 


Mr. Fraser: That is more than in 1948? 
Mr. McGrecor: Yes, slightly; in 1948, $1,109,731.51. 
Mr. Fraser: A little better? 
‘Mr. McGre@or: Yes. 
~ The CuarrMan: Carried. 


Mr. McLure: Could you give me an idea of the number of passengers 
carried in the past year on the feeder line, Maritime Central Airways, to 
T.C.A. Moncton? ‘ 


Mr. McGrecor: I think I could get that figure for you. 
Mr. McLure: I wish you would. 

Mr. McGrecor: You mean, boarding passengers? 
Mr. McLure: Yes. 
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Mr. Fuuton: On page 11 there is a notation that the company moved 
its central offices—that is in England—to larger accommodation; can you tell 
us if there was any increase in the cost for the new offices? 

Mr. McGrecor: You mean, in rental charges? 

Mr. Fuuton: Yes. 

Mr. McGrecor: Yes, some. 

Mr. Futton: Have you the figure? 

Mr. McGrecor: No, I haven’t. I will have to look at the lease; but we 
were occupying space which was leased from the Canadian National Railways 
and the Canadian National people told us that they required the space and 
’ we required additional space for ourselves so we arranged to lease space at 
another location on Pall Mall. The rental charges were per foot and the total 
rental ig higher. 

Mr. Futron: You didn’t get other space? 

Mr. McGrecor: Yes. 

Mr. Fraser: Was it a better location for advertising purposes? 

Mr. McGrecor: I would think it was equally good. 

The CHarrMAN: Page 12: Carried. 

. Mr. Fuuton: I understood, Mr. Chairman, that we are now on page 14? 

‘The CuairnMAn: Yes, page 14. aes 

Mr. Fuuton: The last paragraph—I am afraid that I am not able to under- 
stand this implication: 

Subsequent to T.C.A.’s fulfilment of its obligations to the government 
in connection with the loan of the initial fleet of North Star aircraft, the 
residue from the original reserve, together with certain allowances received 
from manufacturers, was set aside to provide for the cost of future major 
aircraft overhauls. This amounted to $523,426 at December 31, 1949, and, 
conslering the anticipated maintenance programme, is sufficient for the 
nucleus of the reserve to which further accruals may be made. 


I wonder if Mr. McGregor could explain— 
Mr. McGrecor: What it means? 
Mr. Fuuron: Yes, what it means. 


Mr. McGrecor: Yes. These six M-1 aircraft which we had on loan to 
the R.C.A.F. carried with them, as I have explained before, the expenditure 
commitment to rehabilitate these aircraft to military standard, which involves 
taking out all the seats, most of the interior decoration and upholstery, and 
many other modifications. Against that commitment there was an accrual of 
modification reserve which was put aside each year on these aircraft. At 
the time when they went out of T.C.A. service and became eligible to have 
that work done upon them and be returned to the R.C.A.F. we got a price from 
two outside contractors to do the work called for under the agreement. 

Mr. ‘Fuuitron: $760,500? Ey 

Mr. McGrecor: And money actually spent was $480,379, leaving $280,121 
unexpended. 


The CHairMAN: The actual amount set aside was $523,426? 

Mr. Fuiron: That was the balance left over. ) 

Mr. Knicut: At the end of 1949. , 

Mr. McGrecor: In order to remove any doubt about these figures we will 
give you the balance of the total and accrued expenditure, and the residual 
balance which was left over after work had been done; which in turn was 


augmented by two amounts of money paid to T.C.A. by Canadair on the one. 
hand and Rolls Royce on the other hand with respect to work T.C.A. had to 
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‘do both on engines and aircraft—work regarded by those companies as being 


responsibilities of their own. Those three sources of funds were lumped in the 
long-term overall reserve which was established for the first time in the com- 
pany’s balance sheet. — 3 | 

Mr. Fuuron: The balance was $523,426? 

Mr. .McGrecor: Yes. . | 

Mr. Fraser: In New York city you have not got a downtown office? 


Mr. McGrecor: It is on 58th street—there is some question as to whether 
that is downtown. 


Mr. Fraser: That is what I meant. You have not got an office down near 
42nd street where the other air line companies are? 7 


Mr. McGrecor: No. 
Mr. Fraser: Is not 58th street pretty far out? 
Mr. McGrecor: It is pretty far out but it is a great deal cheaper than 42nd 


Mr. Fraser: Is it not a longer run? 

Mr. McGrecor: No, it is a shorter run to the airport. 

Mr. Frassr: Yes, that is right. | 

Mr. Futron: Under the paragraph, international agreements, you indicate. 
that you contemplate further expansion of your service. Have you any idea of 
the increased cost that it will entail? 


Mr. McGrecor: I will say none. The reference there is to carrying more 
inter-island traffic on the existing services than we have done. Bermuda is 
the only island in the Caribbean to and from which we are allowed to carry 
inter-island traffic. For instance, we fly between Nassau and Kingston, Jamaica, 
with no permission to carry passengers as such between those two terminals. 

Mr. Fraser: This does not refer to the right to fly to Tampa, Florida? 

Mr. McGrecor: It does as far as the United States agreement is concerned; 
I thought you were referring to the United Kingdom agreement. 


Mr, Fraser: I mean the United Kingdom and the United States agreements, 
respectively. I wonder whether you have any estimate of the actual increased. 
-expenditures—not net, but the total outlay? 


Mr. McGrecor: Yes, it is estimated to be a very small amount of money. 
At Tampa, we are having our work done by contract and we are establishing 
only a station manager and a small sales group of two people. 


Mr. Fraser: You will have to pay landing rights? 

Mr. McGrecor: We always have to pay landing fees wherever we land. 
Mr. Fu_ron: Have you got the figure of the:total estimated cost with you? 
Mr. McGrecor: No, but I can get it. 

Mr. Furron: By tomorrow? 

Mr. McGrecor: Yes. : 

Mr. Fraser: The press said St. Petersburg—do you go in there? 


Mr. McGrecor: We have consistently used the double barrelled name,, 
Tampa-St. Petersburg, to indicate that we served the area. 

The CHairMAN: Well can we go to page 15? 

Mr. Futon: Mr. Chairman, there are a number of questions which Mr. 


McGregor has been asked to answer and the information will be provided 
tomorrow. I suggest that we now adjourn. . . 


The CuAmrMAN: I think that is a reasonable request. We will adjourn now 
and we will sit three times tomorrow if it is necessary. 


The meeting adjourned to meet Tuesday, April 4, 1950 at 11.00 a.m. 
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‘WITNESSES: 


Mr. G. R. McGregor, President, Trans-Canada Air Lines; Commander 
C. P. Edwards, Deputy Minister for Air, Department of Transport: 
Air Vice-Marshal A. T.. Cowley, Director of Air Services, Depart- 

ment of Transport; Mr. W. S. Harvey, General Auditor, Trans-Canada 
Air Lines; Messrs, Frank P. Turville, C. A., and O. A. Matthews, 
representing George A. Touche & Co. 


OTTAWA 
EDMOND CLOUTIER, C.M.G., B.A., L.Ph., 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
CONTROLLER OF STATIONERY 
1950 


CORRIGENDUM 
HOUSE OF COMMONS 


CANADA 


Orrawa, April 4, 1950. 


H. CLEAVER, Esq,, MP., 
Chairman, 
Sessional Committee on Railways and Shipping, 


House of Commons, pos 
Ottawa. 


Dear Mr. Curaver: I should like to call to your attention some errors in 
reporting of my statement during a session of the Committee as recorded in the ° 
last paragraph at the bottom of page 51 in the Minutes of Proceedings and 
Evidence. 

My corrected statement is this: 


I might say that last February, while I was travelling to Ottawa for 
the opening of Parliament, the ship had to be diverted to Louisburg and 
this is what happened......... there was a mad scramble for taxis 
to get us from Louisburg to Sydney and we got into all sorts of difficulties. 
We finally got there just on time and then this old ramshackle train that 
rolls back and forth set out from Sydney to go to Louisburg to pick up 
the remaining passengers—some of the passengers could not afford to get 
a, taxi—and the departure of our train was delayed until about 12 o’clock 
that night waiting for the old Sydney-Louisburg train to return and 
make connections. 

Yours very truly, 


C. W. CARTER, MP. 
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Turspay, April 4, 1950. | 


The Sessional Committee on Railways and Shipping Owned, Operated and 
Controlled by the Government met at 11 o’clock a.m., the Chairman, Mr. Hughes’ 
Cleaver, presiding. 

Members present: Messrs. Carter, Cleaver, Drew, Fraser, Fulton, George, 
Gillis, Hatfield, Healy, Helme, Howe, James, Knight, Macdonald (Edmonton 
East), McCulloch, McLure, Pouliot. : 

In attendance: Mr. G. R. McGregor, President, Trans-Canada Air Lines; 
Commander C. P. Edwards, Deputy Minister for Air, Department of Transport; 
Air Vice-Marshal A. T. Cowley, Director of Air Services, Department of Trans- 
port; Mr. W. S. Harvey, General Auditor, Trans-Canada Air Lines; Messrs. 
Frank P. Turville C. A., and O. A. Matthews, representing George A Touche 
& Co., the Auditors of Trans-Canada Air Lines. 


Mr. McGregor tabled the following documents relating to Trans-Canada 
Air Lines which are printed as appendices to this day’s minutes of proceedings 
and evidence: 


Appendix A: Passenger Flow Chart Summaries, January 1949, and June 
1949; 


Appendix B: Income Statements and Operating Statistics, Domestic and 
North American Services. 


The Committee resumed consideration of the annual report of Trans-Canada 
Air Lines for the year 1949. | 


Examination of Mr. McGregor was continued. neh: 
Mr. Howe moved that the future sittings of this Committee in regard to the 


_ detail of internal operations of Trans-Canada Air Lines, particularly directed to 


the type of engine, be held in camera. 

Mr. Gillis moved in amendment thereto that no further information of a 
specific character be given to this Committee with respect to engine performance. 

After discussion and the question having been put on the said amendment, 
it was agreed to; | 

And the question having been put on the main motion, as amended, it was 
agreed to. — 

At 1 o’clock p.m. the Committee adjourned until 4 o’clock p.m. this day. 


_AFTERNOON SITTING 


The Committee resumed at 4 o’clock p.m., the Chairman, Mr. Cleaver, 
presiding. 3 

Members present: Messrs. Bourget, Carter, Cleaver, Drew, Fraser, Fulton, 
George, Gillis, Hatfield, Healy, Helme, Howe, James, Knight, Macdonald 
(Edmonton East), McCulloch. 

In attendance: Mr. G. R. McGregor; Commander C. P. Edwards; Air Vice- 
Marshal Cowley; and Messrs. Harvey, Turville and Matthews. 


Examination of Mr. McGregor was continued. 
At 6 o'clock p.m. the Committee adjourned until 8 o’clock p.m. this day. 
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EVENING SITTING 
The Committee resumed at 8 o’clock p.m., the Vice-Chairman, Mr. McCul- 
loch, presiding. i : 
Members present: Messrs. Bourget, Carter, Chevrier, Drew, Fraser, Fulton, 
George, Gillis, Hatfield, Healy, Helme, James, Knight, Macdonald (Edmonton 
East), McCulloch. | ralhee 


Examination of Mr. McGregor was ,continued. 

The Chairman, Mr. Cleaver, took the Chair. 

The annual report of Trans-Canada Air Lines for the year 1949 was adopted. 
The Committee proceeded to consideration of the Auditors’ Report to Par- 


liament of Trans-Canada Air Lines for the year 1949. 


Mr. Turville was called, read the Auditors’ Report and was questioned 
thereon. 


Mr. Matthews was called and questioned. 

The Auditors’ Report was adopted. 

The witnesses retired. 

Mr. Drew gave notice of his ‘ntention to move that the Committee recom- 


mend that its Order of Reference be enlarged to include consideration of the 
budget of Trans-Canada Air Lines for the year 1950. 


Mr. Fulton moved that a sub-committee on agenda be appointed, to consist 
of five members to be named by the Chairman. 


After discussion, Mr. Fulton asked leave to withdraw his motion. 


At 10.40 o’clock p.m. the Committee adjourned until Wednesday, April, 5, 
at 11 o’clock a.m. 3 


Wepnespay, April 5, 1950. 


The Sessional Committee on Railways and Shipping Owned, Operated and 
Controlled by the Government met at 11 o’clock a.m., the Chairman, Mr. 
Hughes Cleaver, presiding. : 


Members present: Messrs. Cleaver, Drew,. Fraser, Fulton, George, Gillis, 
Hatfield, Helme, James, Macdonald (Zdmonton East), McCulloch. 


Mr. Drew moved that this Committee request that the Order of the House 
adopted on Friday, March 24, be enlarged to include reference to this Com- 
mittee of the budget of Trans-Canada Air Lines for 1950; and that the Clerk of 
the Committee be requested to prepare the necessary report to the House. 

And the question having been put on the said motion, it was agreed to. 


The Committee resumed consideration of Mr. Fulton’s motion of April 4 
that a sub-committee on agenda be appointed to consist of five members to be 
named by the Chairman. 


‘And the question having been put on the said motion, it was ‘agreed to. 


The Chairman announced that the following members would comprise the 
sub-committee on agenda, viz: Messrs. Fulton, George, Gillis, James and 
“McCulloch. | 


At 11.15 o’clock a.m. the Committee adjourned to the call of the Chair. 


A. L. BURGESS, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 
House oF ‘COMMONS, | | 
April 4, 1950.° 


The Sessional Committee on Railways and Shipping met this day at 
11 am. The Chairman, Mr. Hughes Cleaver, presided. 

The CuatrMan: Gentlemen, we have a quorum. Mr. McGregor is now 
ready to table some answers to ‘questions which were asked yesterday. 

Mr. McGrecor: The first answer is in reply to Mr. Fulton’s question. with 
respect to the paragraph at the bottom jJeft hand column of page 14 of the 
annual report. He requested the make-up of the major overhaul reserve which 
was set up during 1949. 


After discharging the company’s obligations with respect to the M1 aircraft 
there was left in the fund which had been accrued for that purpose $280, 121 .00 
to this was added an allowance from 


Mole HROvCe, WOMDAMy Oli es ie ee wel alee a ye eo ae ee $118,305.21 
and an allowance by Canadair Limited of.......0....... 000000: $125,000.00 
$523,426.21 


These three items aggregate the $523,426.21 which has been set up as ‘the 
nucleus of a major overhaul reserve. 
The next is an answer to a question Mr. Fulton asked regarding the capital | 
allocation between the domestic and the international company. ) 
The allocation is: 7 a 
PG UGCSEIG Th Re ae eee Ghai MCL MRO gon Venera uli $15,450,000 
POI TAOT ae Uae) WTR EW bere dwn he Goce $ 9,550,000 


Mr. Futton: I did not ask this but is the $9,000,000 further subdivided as 
between the north Atlantic and the Bermuda and Caribbean? 

Mr. McGrecor: Yes. 

Mr. Fuuton: I should have asked for that. | 

Mr. McGrecor: We can produce it. 

Mr. Fuutron: I am sorry that I did not make it clear at the time. 

Mr. McGrecor: I should point out in reference to the last question that 
the allocation of capital as between parts of one corporate company—the 
Atlantic company—is purely on the basis of aircraft utilization. It does not 
mean anything accounting-wise because both services, the southern and the 
trans-Atlantic, are operated by the Atlantic company., 

Mr. Futton: It would give a rough indication of the amount of capital 
equipment you have on one service as against the other? 

Mr. McGrecor: Very rough, because all the overhaul equipment and so on 
which is associated with both services is in one pool. 

Mr. Futon: I would appreciate it if you could make that ica wow for 
us. 

Mr. FRASER: pe did the Rolls Royce Company and Canadair come in on 


this? 
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Mr. McGrecor: These were claims made by the company with respect to 
warrantees of both Rolls Royce and Canadair. In one case it was on engines 
and in the other case on aircraft. The figure represents work Trans-Canada 
Air Lines had to do—a direct expense—due to warranty deficiencies in both 
cases. 

Mr. Fraser: Rolls Royce and Canadair should have done it? 

Mr. McGrecor: Yes. | 

Another answer to a question by Mr. Fulton concerns air mail carried on 
domestic services. The present volume of air mail carried on domestic services 
exceeds two and one half times the volume of mail carried prior to carriage of 
all-up mail by 595,552 ton miles per annum; this is equal to an increase of 
18 per cent. taney : Said itis oti 

Mr. Fuiron: Thank you. 7 
_ Mr. Fraser: On the air mail do they go to the limit every day, on every 
flight? : | 

Mr. McGrecor: It is not an allotment—it is a matter of moving the total 
amount which they require to be moved. ahead 

Mr. Fraser: But they put this all-up mail into it, to put it up to the 
amount that you are contracting to carry? : | ie ad UEC 

- Mr. McGrecor: There is no contracted amount. We are obliged, under 
the understanding that was reached, to carry such mail as the post office gives — 
us. The post office in turn is obliged not to give us mail other than first class 
and the surcharged type. First class consists of letters limited to an ounce. 
That is the only restriction placed on the post office. They did furnish us 
with an estimate prior to us undertaking to take all-up mail, and the estimate 
of the expected total volume required to be carried by T.C.A. under the. all-up 
plan was two and a half times what our previous experience had been. 

There was also a question by Mr. McLure which we understood as 
requiring figures by months of the number of passengers boarded. by T.C.A. from 
the Maritime Central Air Lines and by Maritime Central Air Lines from T.C.A., 
at Moncton? | | 

Passengers boarding Trans-Canada Air Lines from Maritime Central 
Airways 1949:—January, 75; February, 52; March, 55; April, 40; May, 86; 
June, 105; July, 189; August, 244; September, 129; October, 103; November, 66; 
December, 91; Total, 1235. . en | 

Passengers boarding Maritime Central Airways’ from Trans-Canada Air 
Lines 1949:—January, 104; February, 92; March, 80; April, 108; May, 156; 
June, 189; July, 267; August, 253; September, 120; October, 89; November, 91; 
December, 103; Total, 1652. . | 

_ There was a question by Mr. Fulton asking for the passenger loads by all 
legs of flights of T.C.A. for the months of June and. January, 1949. (See 
appendix A.) : 

There was a question by Mr. Drew asking for revenue by classes, and 
the number of passengers by months for the domestic operation as a whole, 
together with the operating expense divided under the various classifications 
by months. (See appendix B.) | 

Mr. Fuuron: Mr. McGregor, I take it you have not yet got the answer to the 
question I asked regarding the number of engines on hand. I think I asked 
for the information for January and July of 1948 and 1949. | : 

Mr. McGrecor: The information is being typed and I should have it here 
in a few minutes. WE Sp APN I ) 

Mr. Futon: Then I asked the estimated costs of the extensions of service 
referred to under the paragraph international air agreements on page 14. 
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_. Mr. McGrecor: That was answered last night. CLAD pias geennaye t 
Mr. Fuuron: Well I intended to ask for the estimated cost'of all extensions 
referred to under the paragraph? | aes el AO ean 
_.Mr. McGrecor: We have no specific extensions under contemplation now. 
The only difference in the situation between the time the report was written 
and now is in connection with Tampa. | | ! ee a eS 
_ Mr. Futon: Is the New York service not included? That change has taken 
place? . | | 
Mr. McGrecor: Yes, but oddly enough we do not consider trans-border 
routes as being international, and 'that run is operated by the North American 
company. BS Natle t 
Mr. Futron: Then this paragraph on page 14 would only affect: your 
Atlantic service operation? : | Pe ee 


Mr. McGrecor: Yes. Niet ae 
Mr, Futton: New York is part of the domestic set-up? 


Mr. McGrecor: Company-wise it is, but operationally naturally it comes 


under the bilateral agreement to which that paragraph refers. That is true of all 
trans-border routes. a ee 


Mr. Futton: Arising out of the answer you have given here as to the 
number of passengers carried on the various stages of your domestic. service, I 
see that at Victoria you show a figure of 6,972 passengers originating or carried 
to and from Victoria. I was asked to bring before you representations which 
indicate that people feel the rates charged on the Vancouver-Victoria service 
seem to be higher than the rates on the other sections of your service, in propor- 
tion to the mileage covered. Since it seems to be quite a heavy traffic route T 
wonder if you would answer and let me know if in fact the rates are higher and 
why? a: 


Mr. McGregor: It is quite true on that route that the rate per passenger 
mile is higher than on others in the system. That is in line with the policy 
throughout that the rate per passenger mile is highest on the shortest route and 
descends fairly evenly throughout the various routes of the system. The reason 
is that the costs of reservation, boarding, and handling a passenger are reasonably 
constant whether he is travelling forty miles or three thousand. The cost ig 
applied to the travel and naturally on the shorter route that unit or fixed cost 
weighs more heavily on each mile of the shorter routes. The next shortést route 
is the Montreal-Ottawa route which has a heavier passenger mile rate than for 
instance the Toronto to Winnipeg route. Wer ge 

‘Mr. Fuuton: You obviously do not just charge a uniform rate per mile ‘over 
the whole domestic service? | cee 


Mr. McGrecor: No, it is a descending scale in inverse ratio to the distance. 


_ Mr. Furron: What about the cost of operating that particular service? 
Because it is shorter, does it follow that the cost per passenger carried is higher 
per mile? . Sd Bs 

Mr. McGrecor: Yes. | | Hus 
Mr. Fuyron: What about the over-all profit picture on that particular run? 


Mr. McGrecor: We endeavour to have the profit picture or—as will be 
indicated here the loss picture—constant, regardless of the route distance. In 
other words the basic theory of route-making is that a passenger mile between 
Vancouver and Victoria, should bear the same expense and revenue relationship 
as for a passenger mile between Vancouver and Winnipeg. _ be 


Mr. Futon: They feel that they are being charged higher rates and in fact 
bringing in a profit to the company;‘and that it looks as if it is being used to: 
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make up a. deficit somewhere élse. They. are a little bit resentful. that they 
should ‘be’ put in that position. 

Mr..McGrecor: It is impossible of proof, but I am absolutely certain it is, 
if dnything, the reverse. The short operations are expensive, particularly those 
exposed to coastal conditions with all the delays and interruptions of service that 
occur. As a matter of fact the fare between Vancouver and Victoria i is less than 
when C.P.A. was’ operating that service. 

The CuatrmMan: Mr. Fulton, are there any further questions arising out of 
the ‘answers? | . 

Mr. Foutron: I have not the answer regarding figures for the number of — 
ppealres on hand. There would be some questions arising out of that. 

°”Mr.'‘McGrecor: The answer has arrived. 

The CHAarrMAN: You may table it now. 

Mr. McGrecor: Yes. 


North American Services Overseas Services: 
eye tere hear pal 1949 . 1948 1949 1948 
January: 76 Twin Row 76 Twin Row 
. 132 Rolls Royce 90 Rolls Royce 
ce te. $ 60,254.94 $ 26,753.01 $ 37,698.14 $ 35,743.62 
Material & Mise. $ 71,958.12 $ 49,771.42 $ 53,236.27 $ 23, ae, 22 
July: . ' 76 Twin Row 76 Twin Row 
132 Rolls Royce 148 Rolls Royce 
Labour: _ $ 73,015.11 $ 56,968. 65 $ 34,342.66 $ 40,840.54 
Material & Mise. $184,353 .82 $112,486. 46 $ 82,359.56 $144,667 .66 


Mr. Drew: This only gives. the figures for Rolls Royce? 

Mr. McGrecor: No, Pratt and Whitney engines are designated as “Twin 
Rew”. 

Mr. Gris: Would it not facilitate the business of this committee if that 
resedrch job were done; allow the matter to stand now and get on with the 
business of the committee? Can we not get along now with the report? 

The Cuareman: I think that might be the best procedure. The committee 
are all here now and I do not think it is fair to hold them up. We have reached 
the consolidated balance sheet. 

Mr. Drew: No, I think you are still on the last page. 

The CuarrMan: I think we cleaned up the last page subject to the questions 
which might develop from the answers which were tabled, and bas now we are 
really on page 16 of the consolidated balance sheet. 

Mr. Drew: The consolidated balance sheet covers everyihite, 

The CHarrMAN: Yes, I understand. 

Mr: Drew: Before I go on with the questions which I wish to ask, may I ask 
when there will be copies of this available? 

Mr. McGrecor: I had hoped that that would be put into the record as an 
appendix. 

Mr. Drew: Well, if I may, I would like to:have this until this afternoon. 

The CuairMan: Oh, yes, you may have it, and when you are finished will 
you please turn it over to the clerk of the committee. So long as it goes to the 
reporter by this evening it will be quite all right. Are there any questions in 
regard to assets in the consolidated balance sheet? 

Mr. Drew: Yes. And I would like to point out, Mr. Chairman, that since 
this embraces the whole structure of the company it’ also embraces every aspect 
of it, and I have some ESPs Latts in mind. I think the statement was made that 
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the reliability and general quality of the company’s transport service will be 
helped with better airports and modern navigation aids and’so on and will lead 
to higher ‘revenue. Do you refer there to gross or to net revenue? 

Mr. McGrecor: Only the gross revenue will and already has been affected 
by improved regularity of service, and that will, in future, also satisfactorily 
affect the het revenue. I do not expect the expenses to increase proportionately 
to the increase in gross revenue. 

Mr. Drew: The regularity of service has a considerable bearing on net 
revenue? : 

Mr. McGrecor: Yes, I would think so more than any other single item, 
that regularity makes air travel more popular. | 

Mr. Drew: Before I pass from this question, I notice that in the reply to 
a question asked by Mr. Fulton, you gave the figures of these engines for 
January and July. I was not here at the time. but that question was asked. 

Mr. McGrecor: Yes. That was a specific question, Mr. Drew. 

Mr. Drew: I quite realize that and I am not questioning it; but I assume 
that you would have the figures available in your records; you might have them 
here with you? | 

Mr. McGrecor: Yes. 


Mr. Drew: Then would you add to this the number of engines on hand in 
December of last year as well? I mean, that might come forward anytime 
today. 

The Cuatrman: Are there any further questions? 

Mr. Drew: Now you say that the management will be in close contact with - 
all trends of aircraft manufacture which offer promise of superior air transport 
at less cost. In the respect have you at any time given consideration to the 
question of the desirability or otherwise of any changes in the present aircraft 
which you have, changes from one type of engine to another type? 

Mr. McGrecor: No, we have not considered the question of changing 
engines in any of our aircraft. We have investigated the cost of increasing the 
seat capacity of the present aircraft for what we call inter-city runs. It would 
be desirable and the aircraft are qiute capable of being seated to a higher 
capacity, and the effect revenue-wise would, of course, be desirable. 

One of the counteracting drawbacks, however, is that we would lose flexi- 
bility, that is, we would not be able to use all our aircraft interchangeably as 
betweeen routes if we specifically “seat-capacity” a few of them for a specific 
type of route. | | 

Mr. Drew: Of course, you did change the engines at one time in some of 
your aircraft? : 

Mr. McGrecor: We changed three DC-3’s from Wright to Pratt-Whitney 
engines in order to avoid having a few orphan engines in the organization which 
would complicate the stores and parts and the maintenance problem. 

Mr. Drew: The remark you make, I suppose, would apply with equal force 
to the situation at any place outside of Canada where your aircraft are landing? 
I am talking of the availability of engines or other parts of aircraft. 

Mr. McGrecor: I do not think so. At any place where we would operate, 
we would set up, and have done, our spare parts requirements where we deemed 
necessary; and have spare engines, and so on. 

Mr. Drew: But you do not always have spare engines on hand? 


Mr. McGrecor: I think that on all routes where we operate, consistently, we 
have at least one point on that route where a spare engine is maintained... 
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- Mr. Drew: I understand there were. one of two occasions, specifically 
because I think the minister will recall an occasion when he flew to Nassau 
when one of the engines went out, and it was found necessary to ferry another 
engine down there. , . | 

Mr. McGrecor: That is right. At that: time I think the route was Nassau, 
Kingston, Jamaica, and Trinidad, while Port of Spain was at the end of the 
route. Je haa : 

Mr. Drew: You have had that happen in other places too? 

Mr. McGrecor: Surely. : 

Mr. Drew: You would have a record of those incidents, would you not? 
You would have those in your general records? ° . 

Mr. McGrecor: We have the records of engine performance. 

Mr. Drew: I was going to ask you a question but I shall not do so because 
it had to do with another service, not your service. The other service had an 
experience which I have in mind. It was a recent one. I mean another branch 
of the government service. In that respect you have had occasion: where it has 
been necessary to ferry engines to the aircraft because of the fact that these 
engines are not available at certain points where the aircraft would be operating? 

Mr. McGrecor: Yes, I think that is a common experience with all aircraft. 

Mr. Drew: Could you give the figures of the number of occasions in 1949 
when it was necessary to ferry engines to airports where spare engines were not 
available? or ire 

Mr. McGrecor: I have not got that information available, but if you are 
interested in the question of engine performance, I have some figures of engine 
failures. They might be of interest to you. bts ve 
Mr. Drew: Well, no. It is true that I am interested in it, but I will follow 
through to that. What I am interested in right now is the number of occasions 
when it was necessary to ferry aircraft engines to airports where those engines 
were not available. I think you will agree with me the ferrying of spare engines 
to Nassau or to Goose, or to Kingston is not an inexpensive detail of operation? 

Mr. McGrucor: It depends whether it can be done on the succeeding 
scheduled flight or not. | | | é* : 

Mr. Drew: I think you will agree that the one I refer to was not done on 
a scheduled flight. . 

Mr. McGrucor: That was perhaps the case. It would depend on how soon 
the succeeding flight would come through. : 

_ Mr. Drew: As to the particular flight to which I first referred, I think you |. 
will find that another North Star went down and carried four of the passengers 
who were at Nassau on to their destination at Kingston, and the other machine 
then had the engine installed which had been brought down. But you would 
have records of that kind? 

Mr. McGrecor: Yes. It could be derived from the flight records. 


Mr. Drew: Before I ask a further question, I want to express recognition 
of the fact that I do not believe that you could conceivably have these figures 
before you at the moment. I would like you to enlarge on this question a little, - 
if you please. You made a statement that regularity of service has more to do 
with the cost of operation than any other single item, did you not? 

Mr. McGrecor: No. What I said was that it had more to do with the 
appeal of the service, and therefore the revenue of the service, than any other 
single item. 7 SrETO! : 
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__ Right Hon. Mr. Howe: If you want to get some records of engine failures, 
Mr. Drew, why not take a look at the records of the Boeing Stratocruiser? I do 
not like your insinuations that failures are more frequent on TCA than anywhere 
else. ) , 

_ Mr. Drew: That is a typical remark. Let me say that there is no question 
being asked which should not be asked in this committee. Moreover, I did not 
offer any suggestion or insinuation that any member of this committee is not 
_ performing his duty if he discusses any question in regard to the operations of 
this company. I intend to ask such questions and I think that I would be 
failing in my duty if I failed to ask them. 

The Cuairman: I think, Mr. Drew, that all members of this committee want 
to be fair, not only to themselves, but to T.C.A.—I was a little surprised that 
when Mr. McGregor offered to supply to the committee a record of engine 
performance per mile——you did accept. It would have been helpful if you 
would have accepted that answer before going into details of engine failures. 

_ Mr. Drew: It is very interesting to the extent to which you have anticipated 
my question and a very logical anticipation it is too. | 3 

‘The Cuarrman: I think it would be very helpful to the committee to have 
that statement before developing individual failures, and I was a little surprised 
when the witness volunteered that he had the answer to that question and you 
did not accept it. 3 , | 

_ Mr. Drew: The answer that the witness gave was an answer. that was 
perfectly proper in relation to the questions I had been asking but it was not in 
any way an answer to the general question. propose now to direct my 
questions to the particular point which the witness has raised. I will let the 
record stand as to what the witness did say as to the importance of regularity - 
of service because it will be recalled that his reply was in relation to my question 
as to whether the figures applied to the gross or net revenue, and it is gross and 
net revenues alone that determine the cost of operation. Gross revenue is 
determined by the number of passengers but net revenue is determined by the 
regularity of service and the cost of operation. 

__ Mr. McGrecor: I am afraid that I have created a slight misunderstanding. 
If I am at fault I must apologize to the committee. 

You asked me whether it was gross or net revenue regarding which I had 
spoken and I said I thought the two were completely related, that if the gross 
revenue went up the net would go up if expenses did not increase, and then you 
asked me if regularity was important with regard to revenue and I said yes I 
thought it was the most important single item. 

__ Mr. Drew: I think we all agrée that it has a very direct bearing but I think 
we all agree that where you have these problems of interruption of service it does 
add to the operating cost and would in turn affect the net revenue. I would like 
first of all to ask you if you have the record of flights which were interrupted,— 
of course I am referring to the year 1949W—the record of flights which were 
interrupted because of the necessity of mechanical repairs of any kind during 
the course of the flight. Have you those figures available? 

Mr. McGrecor: No, I do not. 


Mr. Drew: Do you mean to say, Mr. McGregor, that in an organization of 
this kind, that having regard to the necessity of cost accounting, if any business 


- practice was to be followed at all, that you would not have entered into a record 


the reason for the interruption of service on your lines other than weather? 
Mr. McGrecor: Yes. You asked if I had a record of the flights that were 
affected and I said no. We have maintenance records which show the cost of any 
mechanical delay: which has arisen, a record of the engines that are replaced 
in the aircraft during their normal period of service. We have the figures 
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established in almost any way that has a bearing on the administration of the 
company or on the cost. We do not record the fact that on flight No. 1 of 
January 26th the plane had to have spark plugs replaced at Calgary, which I 
understand was the original form of the question. : Se ‘ 

Mr. Drew: I did not mean, of course, the sort of repairs that are done 
almost at every stop by servicing crews; I am talking about an actual inter- 
ruption of flight. You would have a record of this, would you not? | 

~ Right Hon. Mr. Howe: I wonder where we are going on this dine of ques- 
tioning. Every airline has its mechanical troubles. Airlines, in the interest of 
building confidence in aviation, which is justified by the overall picture, do not | 
talk about their troubles, neither do they boast about their safety record if they 
are wise, because that record can be taken away tomorrow. I think that any- 
thing the committee is able to do here in the way of discussion of mechanical 
troubles in the airlines, would be bad advertising. T.C.A. has never had an 
accident with the North Star as a result of mechanical troubles, never injured a 
passenger, never damaged an aeroplane. Now I do not know—perhaps I cannot 
interfere—but if the committee wants this thing to be discussed, and thereby 
to show up every mechanical trouble we ever had during the year, I think that 
jt is not good policy. I want to object to the line of questioning in the interest 
of the airline. Ady 
_ Mr. Drew: I would point out this, that every member of this committee, 
I am sure, wants the service to be the very best service, and I want to put it 
clearly on record—in view of the nature of some of the remarks that have been 
made—and I have stated this and say it now again, that there 1s no country 
in the world which has produced pilots and air crew equal to the Canadian 
pilots and air crew and that has been true through the whole development of 
aviation in this country. I am convinced that the record shows that we have 
the best pilots, we have the best air crew. We have pilots and air crew who 
undoubtedly can carry the name of Canada to every airport in the world. We 
have pilots and air crew who not only demonstrated their special qualifications 
in war but have more than demonstrated them in peace, and that has been more 
than demonstrated by the very high safety record of T.C.A. of which everyone 
belonging to that line may be proud and of which every Canadian can be proud. 

We are dealing now, however, with a perfectly simple problem of operation. 
As Mr. McGregor pointed out at the time that he took over, the DC-3’s were 
equipped with Wright Whirlwind engines and subsequently they decided to 
change those engines to Pratt and Whitney engines. It is preposterous and 
truly beyond any suggestion of common sense that. this committee should not 
enguire into what type of engine they are using when we are examining into 
the reason for a deficit of $4 million on the airline. It has been so clearly 
stated that the type of engine and the experience with the use of those engines 
and the availability of those engines must have a very considerable bearing 
on the cost of operation, and it is in relation to that and in relation to my desire 
to see this service as the best available anywhere that I ask this question 
and propose to ask the next question in regard to that matter. 

Right Hon. Mr. Hows: I would like to point out to the committee that 
it is quite possible to throw away these engines and instal a different type 
of engine but that is only possible provided the aircraft is rebuilt. Therefore 
you are exploring a subject that is most impracticable. I can assure you that from 
the figures I have seen the performance of the T.C.A. Merlin engine is better 
than the T.C.A. Pratt and Whitney engine we are flying on the line. 

The Cuatrman: If I may get a word in here. I have been listening to the 
discussion and I would like to suggest to, you, Mr. Drew, that, as chairman, 
I cannot stop any question of this kind and do not intend to exceed my authority, 
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but I do want to appeal to you again that in fairness to. T.C.A. you should 
first put on the record an answer to the question which Mr. McGregor offered 


to answer, namely, the T.C.A. record of engine performance per mile of. travel. 


Now, if that engine performance per mile of travel shows a very unsatisfactory 
record why then you will have to use your own judgment as to how far you — 
would go in going into and in broadcasting across Canada all of the different 
engine failures and things of that nature that have occurred. I do think that 
you should lay the groundwork first in fairness to the service. Now, this record 
which the T.C.A. has ‘built up, this accident record which is as good or better 
than any in the world, I would suggest to you, did not come about by. any 
accident; it came about through the greatest of care being taken in regard 
to equipment, and it may be T.C.A. has leaned over backwards and spent a 


‘little more money than they needed to spend to make sure that no passenger 


travelling on T.C.A. would lose his life. Would you please be good enough 
to first let T.-C.A. put on the record their engine performance per mile of travel? 
_..Mr. Drew: I will welcome the putting that information on the record 
but I am asking the question in fairness to T.C.A. What must be apparent 
is this, that T-C.A. has no competitors on the main route in Canada, that the 
ordinary principle of competition does not establish the standard of efficiency 
or the standard of service or the opportunity of the pilots to make full use 
of their superlative qualifications as well as those of the ground crews. Now, 
because of the fact that there are no competitive services as there are in the 
airlines in the United States along similar routes, and in other places in the 
world, that is the very reason that this committee is the one place where in 
fairness to the T.C.A. questions can be asked which will determine whether 
there is anything that this committee should ask parliament to do to assist 
the T.C.A. by advancing its services. 

Now, Mr. McGregor, I do not think you will question the fact that you 
said on August 30, at the enquiry in Washington at the time of the application 
to the Civil Aeronautics Board there, that you would hesitate to ask for any 


‘substantial changes in equipment because of the capital position of the T.C.A. 


at this time. Is that not so? 
Mr. McGrecor: I have no recollection of that question arising at that 
period. | 


_. Mr. Drew: Well, in that case I will present the evidence to you and ask 
you if that is not a correct record of your answer because that evidence 


is available. I may therefore point out—and I do this, of course, subject to the 


record of that evidence—that it is parliament, as you point out, which must 


provide the necessary funds for any development, that there must be votes to do 


these things, and I think that that is the very purpose of this committee. That 
is why this committee should have all the information as to what would or 
would not help in the advancement of T.C.A. because the T.C.A. is bound to come 
before parliament to ask for any further capital increases. It cannot go out and 
make its capital arrangements in the 'same way as a private company, although 
on the other hand, it has facilities available to it that no private company has. It 
can receive the full payment of any deficits that have been incurred by it in this 


’ last year. 


Mr. Gruuis: Mr. Chairman, let us have the statement Mr. McGregor wants 
to put on the record. Let us have that statement. Then we will lay the basis 
for the argument that Mr. Drew is making. It seems to me that now we are 


going around in circles. 


Mr. Drew: May I explain why that will not do it? Just let me give a recent 
example. Only a matter of four or five weeks ago I was flying back from Cal- 
gary; as a matter of fact Mr. McGregor will recall the occasion. I left Calgary 
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at one o’clock in the morning on a North Star flying to Winnipeg, and as has 
happened to me on other occasions, one of the engines failed and it was necessary 
to replace that engine. For that reason, those of us who were on that plane 
were called upon to carry on to Toronto in another plane, in that case, a DC-3. 
Now, in that particular case that engine was taken out of the plane. It was not 
functioning. A new engine was put in and consequently the fact that engine was 
out of operation will not in any way be disclosed in the figures to which Mr. 
McGregor now refers. 

The CuarrMan: I do not like to interrupt so often, but are we not interested 
in the overall record? As you know, in human endeavour the exception does not 
prove the rule. It is the overall record that counts. : 

Mr. Drew: I would like to hear any private businessman who is operating a 
business showing a deficit of $4 million annually speaking like that to the 
‘shareholders. Any director should be fired if he did not ask questions of the 
management that might lead to the rectification of those conditions in that com- 
pany if organized to operate on its own revenues. That means, on the basis of 
engine performance, I would say, that it does not compare with other air lines 
in the states. 

Mr. Giuuts: I would like to say this. I think the last statement made by Mr. 
Drew is completely unfair—to link up the deficit of the T.C.A. with engine fail- 
ures. I think that is completely misleading. 


Mr. Fraser: Oh no, it is not. 


Mr. Gruuts: This report which we now have before us points out very clearly 
the reason for the deficit. They start off with a handicap of 30 per cent as com- 
pared to their competitors operating in the United States:-excise tax, landing fees, 
and tariffs on materials brought into this country are responsible for that deficit, 
and I do not think that engine failures have very much to do with it. They 
returned to the government last year more than $3,000,000 in fees and tariffs; and 
I think to put on the record as an indication of the reason for that deficit material 
of the kind which has just been placed before us in discussion is most unfair, if 
it is not even misleading. 


Mr. Fuuton: I would just point out to Mr. Gillis that if you take ta consid- 
eration in this matter that the deficit on operation alone was $1,419,444, and your 
figure for material alone for the aircraft engine maintenance in this year was over 
$1,000,000—if that item alone could be eliminated you would go a long ways 
toward removing the amount of the deficit in this account. I appreciate that 
comparable figures are not available. All I am trying to do is to get the picture 
of this very important factor as a result of which you have an increased bill for 
maintenance of over $1,000,000 a year, as against the deficit of $1,419,000. I 
think that engine failure is a very material contributing factor to that deficit. 

Mr. Giuuis: But you have a wage scale of $2,384,000 alone. 


Mr. Fuuton: I am talking about the material required for the maintenance 
of these engines. 

Mr. Giuuts: That is not what Mr. Drew stated; he stated that the deficit 
was due to engine failure. 

Mr. Drew: That is not what I said, and you know that is not what I said. 

Mr. Jamus: Why not let Mr. McGregor have a chance to give us the informa- 
tion which has been asked for. : 

The Cuarrman: Mr. McGregor, since you have not been asked by Mr. Drew 
for a general statement I think perhaps members, of the committee would support 
me in asking you to give us a general statement as to engine performance. 

Mr. McGrecor: I would like to do that, Mr. Chairman. IN 
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_ Mr. Pouttor: Before that is done would it be possible for me to say just a 
word. My first word to Mr. Drew is this: I congratulate the leader of the opposi- 
tion for the interest he takes in this matter. I appreciate that when the leader 
of the opposition comes to the committee and sits as a member he is taking a 
special interest in the matter. Now, I must repeat what I have said year after 
year about the importance of confining ourselves to the matters immediately 
before us and not going too far afield. And I want to say also that the T.C.A. 
compares advantageously with any air transportation on the continent of North 
America, and with the remarks which Mr. Drew made to that effect I most 
heartily agree. Now a question of doubt has been raised about these engines. If 
air transportation has failed, if it has broken down, I submit that has not been 
because of any failure within the T.C.A., it has been from outside. Everytime 
there is an air disaster in any of the companies doing business on the North 


American continent the T.C.A. must of course feel the effect adversely; is that 


right, Mr. McGregor? 3 3 

Mr. McGrecor: Quite right. | 

Mr. Pouttiot: Or, if there is a disaster in South America immediately people 
who have reservations on the T.C.A. will cancel them and go by train or boat or 
automobile, whichever may be conveniently available; they would use some other 
form of transportation as a result. That is only human nature; it is the natural 
reaction to air accidents in the minds of the ‘travelling public. Now, Mr. Chair- 
man, my suggestion to the committee is this, that members confine their inquiries 
to the financial side of the business, to operations. 

Mr. Giuuis: We want information, we don’t want speeches. 

Mr. Povuior: All right, just one minute; I am not making a speech; I am 
just presenting my views on the subject. : 

Mr. Giuuis: I was not referring to you at all. 


Mr. Pouuiot: I just appeal to members to use common sense. I have 
no objection at all to any member asking for figures on the financial side of the 
T.C.A. There are other matters which should be discussed by the committee, or 
perhaps between Mr. Drew and Mr. Howe on the one hand, or between Mr. Drew 
and Mr. McGregor, or the officials that may be concerned, about some matter 
on which they want information; but I do not think we should spend too much 


time on complaints about engines. I know something about them because I 


have travelled on T.C.A. perhaps just as much as some of the others here, and I 
know that the service is first class in every respect, particularly on the engine 
side of T.C.A. I have in mind, for instance, a trip which I had occasion to make 
from Montreal to Winnipeg and return, and I made that trip in five hours. It was 
an excellent operation for the T.C.A. to do that so efficiently. I recall that I got 
in the plane in Montreal and flew to Winnipeg where I alighted; and then when I 
got in the plane at Winnipeg I came straight through to Montreal without a 
stop. That was first-class service, and I think we should be careful to preserve 
it and maintain its high standard in every respect. That is my conclusion. 

An Hon. Memper: We don’t want any lectures. 

Mr. Pouuiot: Let me say at once that I am not lecturing anybody, but I do 
want to assure the committee that I am very proud of the record of the T.C.A. 
which I think can be compared with that of any other air transportation line on 
the North American continent; it is probably better than any other air 
operation in any part of the world; because, as has been said here, Canada has 


‘the finest pilots and the finest service in the world and we know that flying on 


this continent is ahead of even that done by the countries of Europe. Now that 
I have said what I wanted to say, Mr. Chairman, I would ask members of the 
committee to be very careful about their questions, and I would remind members 
of the fact that the officials of the T.C.A. have been here in previous years and 
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we all know that Mr. McGregor and_ his. officials. ee their. business, they 
‘answer questions fully and honestly year after FeSrS: and I #9 po wank the 
T.C.A. to be destroyed by any man. Ds ir 
Some Hon. Mremsers: Hear, hear. | | 
The Cuatrman: Mr. McGregor, would you care wa make a ari statement 
‘on engine performance? 


) Mr. McGrecor: Yes. As I anders tate it the discussion has fakes nigee 
around specifically the Rolls Royce engine that we have in service in our North 
‘Star aircraft. The T.C.A. in common with every other air line, regardless of 
what type of engine it has been using, has had mechanical trouble. It is inherent 
to any piece of machinery which is required to produce often great amounts of 
power, in the case of the Rolls Royce, 1,750 horsepower at take-off. The factors 
by which the relative efficiency of aircraft power plants are measured show 
higher efficiency in respect of the Merlin engines than with radial engines of 
comparable power output. The T.C.A. experience, in so far as the maintenance 
of Merlin engines is concerned, has shown satisfactory labour costs and, as 
could be expected parts costs in direct ratio to the higher performance of the 
engine. It is a condition which applies to the engine because of that higher power- 
weight ratio. Each part of the Rolls Royce Merlin engine is machined down to 
exceedingly careful limits and all surfaces are perfectly finished. The result is 
that for a comparable part, such as an exhaust valve, which is replaced fre- 
quently in all aircraft engines, the cost per valve is something like double that 
of the radial engines, and that contributes materially to the cost of maintenance. 
That is additional money which in my opinion is very well spent. The measure 
of the performance of the engine has been in the performance of the air line 
regularity-wise, and our record, so far as I know, is the best on the North 
American continent for 1949. As a measure of reliability I can draw a direct 
comparison based on the number of hours per failure. I have those figures for 
the Rolls Royce engine and similarly for our Pratt-Whitney radial engines. 
The most recent figures I have take up to the end of February, 1950. The figures 
show that in January the Rolls Royce performance was 3,104 engine hours 
per engine failure.’ The total engine failures in the month were five. In February 
the figure was 3,057, again for five engine failures. The Pratt-Whitney figures 
were in January, for three failures, 2,947 hours per engine failure; and that 
is only about 66 per cent as good as the Merlin in that month; and in the month 
of February, 2,153 hours per engine failure, the number of failures being four. 
Now, if I was asked the question CMe ee BR ‘would want to make any change in 
its Rolls Royce power plant in the North Star aircraft the answer would be no. 
I do not think I could give a more general statement than that. 


- The Cuatrrman: Have you any comparable figures on engine failure or 
performance on United States air lines? 


Mr. McGrecor: No, Mr. Chairman, that is one statistic which air lines 
do not interchange. 


Mr. Fuutron: I wonder if Mr. McGregor could tell me this: how old are 
these Pratt-Whitney engines? 

Mr. McGrecor: These Pratt-Whitney engines were on the average, I would 
say, about two years older than the Merlin; but an aircraft engine is not allowed 
to age in the accepted sense of the word. 

Mr. Futon: I understood that they were more than two years old, and 
that on account of their age you could not expect to have the same high ratio 
of performance as with the other engines; would that be the case? | 
Mr. McGrecor: No. 
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| Mr. Giuuis: To a layman this matter of engine failure brings to his mind 


_ that perhaps something has happened to the aircraft. Now, when one talks about 


engine failure, that does not mean that the plane met with disaster, or that 
there is really any trouble with it; what it really means is this, that you look at 
the engine and you find that it is not safe for flying, then that engine is reported 
as a failure and changed; is that right? 


Mr. McGrecor: It is right as far as it goes. That engine failure may not 
have occurred in flight. Engines are checked on the ground for performance 


before take-off, and if the test shows the slightest thing not right with the 


engine, that is reported as an engine failure and it may be replaced by another 
engine. . 

Mr. Giuuis: So really nothing happened to the aircraft; it was just a case 
of making sure the engine was in proper working order. 

Mr. McGrecor: That is it. 

Mr. Fuurton: Do you maititain an establishment at Calgary for the servic- 
ing of planes? 7 

Mr. McGrecor: No. 

_ Mr. Futron: Do you have crew there qualified to do repairs on engines? 
Mr. McGrecor: Yes, at all of our stops we have qualified ground crew. 


_Mr. Furron: Perhaps you could tell me this: what would be a situation 
which would cause this to happen? I agree with you that the North Star air- 


_ craft is a very safe craft_in flight, but the fact is that you have, as I understand 


it, very stringent safety regulations which do not permit the pilots to take off 


if one engine is out of service. 


Mr. McGrecor: That applies to any of our aircraft and, I believe, to all 
good airlines. 


Mr. Futron: So I am not going to direct my remarks to a criticism of the 


_ safety of the aircraft itself, but I am wondering whether this item of engine 
_ failure is not a factor which greatly increases your expense. I flew from Van- 


_couver to Calgary in the early summer or the late spring and as we were taking 
_ off—after we had taken off—one engine went off service. Everything was 


perfectly safe, no cause for alarm, just a matter of safety regulations, the pilot 


could not go further on acount of the engine. We landed and we were there 
for twelve hours while they were repairing that engine. I do not know what 


was the matter with it, but it must have been something material because 


_ they had to fly in another aircraft from Vancouver. That delayed us so that 


we were several hours late in arriving at our destination. They actually had 


_ to fly an aircraft there from Vancouver which meant that we had to lose some 
_ twelve hours; we were twelve hours late in arriving at our destination on 
_ account of the failure of that engine which apparently could not be repaired 
there. It occurred to me that if you had people there who could have repaired 
_ that engine, you would have saved the expense of having to bring another air- 
craft all the way from Vancouver to Calgary to pick us up and take us on to our 
destination. That is the reason I am asking this question. 


_. Mr. McGrecor: The particular ‘case to which you have just referred prob- 


ably arose on account of exceptional conditions which might be described as 


? 


being by no manner of means uncommon to air line operation, as we have had a 


_ very good opportunity of observing in the case of American air lines operating 
- through Canada and on their trans-Atlantic services. That sort of thing is not 


, 


at all infrequent on an aircraft. I do not think that I should mention names, 


_ but I have in mind a certain type of aircraft which on occasion stops at Gander 
_ or Goose Bay for a considerable period of time until an engine is brought in and 


maybe some other work done on it. The fact is that we have very strict rules 


= 
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with regard to the operation of aircraft, and even the most minor mechanical 
fault may cause considerable delay. It is also a fact that a good deal of time 
ean be lost locating the actual cause in the case of an indicated mechanical 
failure. If the engine instruments on take-off show any one of numerous ‘eondi- 
tions; loss of coolant, low temperature, high induction temperature—any one of a 
number of things—the pilot, under his instructions and in accordance with the 
very strict regulations, is not allowed to take off and does not take off. He does 
not know what the matter is with it, but he does know that something is not 
right. He reports that his instruments indicated some unusual situation, and 
mechanics may spend considerable time finding out whether it is a condition 
in the instruments or whether it is a condition where something is wrong with 
the engines or something in the aircraft itself. A great deal of time can be lost 
in a diagnosis of the trouble rather than in the correction of the trouble. 

The CHairMAn: You would quite properly rather lose money than lives? 

Mr. McGrecor: Yes. ; 

Mr. Drew: That remark is wholly unrelated to the question. 

The CuairMAN: That may be your opinion, it is not mine. 

Mr. Drew: Mr. Chairman, let me say that I doubt if there is any man in 
this room, other than Mr. McGregor and possibly Mr. Howe, who has flown 
farther than I have in the North Stars, and I think that is known to M?. Me- 
Gregor. I have crossed the Atlantic as well as flown the southern section of the 
service, and I want to say from my experience, that not only have we one of the 
world’s finest air services, but one with the highest safety factor, I believe, of any 
in the world. These questions are not directed to casting any reflection on that 
record; they are not directed to creating doubt about T.C.A.; they are directed 
to giving these splendid men and women working on that service an opportunity 
‘to do the kind of service which they can perform. I wish to leave no doubt of 
that. 

You said there were how many engine failures in January of last year? 

Mr. McGrecor: North Star Merlin engines five, and Twin Rows three— 
in January this year. | | 

Mr. Drew: I must say that is a peculiar coincidence because in January 


of last year I was twice let down myself. That seems to be a pretty high per- | 


centage by failures. 

Right Hon. Mr. Howe: I have been flying on air lines for a good many 
years and the only time I have seen a prop feathered was with a Pratt and 
Whitney engine. 

Mr. Drew: You remember when they had to send a machine down to Nassau 
last year. 

Right Hon. Mr. Howe: I do not remember that at all. The plane I travelled 
on was quite all right when I stepped off it. 

Mr. GrorceE: This seems to be developing into a race to discredit the North 
Star aircraft and the Merlin engine. I think we should stop trying to spread 
destruction and ruin and get to work. T.C.A. has a good record, and all that we 
are doing is spreading propaganda to the public by publishing the fact that some 
‘plane was grounded somewhere for some minor reason, or because some pilot 
was cautious and did not want to take a chance on killing his passengers. 

Mr. Fuuron: I take immediate exception to that statement. I am not making 
any such effort. 

Right Hon. Mr. Howe: We will see the headlines tomorrow morning. 


Mr. Futon: All I am trying to ascertain is some of the cause for the 
increase in maintenance expenses, which are almost as much as the total deficit 


i Qt 4 


for this year on the domestic operation. I am trying to find out if there is some - 


way that we can cut down the deficit. 
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The CuatrMan: If that is your aim why not direct your questions along 
that line? In view of the general engine record of T.C.A., if members of this 
committee are going to persist in citing exceptional cases, I think we should ~ 
seriously consider whether we should carry on the inquiry in camera. The general 
over-all record is satisfactory. If members are going to persist I will certainly 
seriously consider whether I will suggest to the committee that for these special 
cases we should hold our hearing in camera and thresh it out. 

Mr. Fraser: On this report for January and February, the way I read it 
is that you had 15,520 engine hours in January? 

Mr. McGrecor: That is correct. 

Mr. Fraser: Five failures, and 3,104 failure hours. 

Mr. McGrrcor: No—that is hours per failure—hours without failure. 

Mr. Fraser: Performance of the engine without failure? 

_ Mr. McGrecor: Yes—stated another way 184,000 miles are flown for any 
one case of engine trouble. ie 

Mr. Hetme: I think that Mr. McGregor’s remarks in this connection were 
for January and. February of this year? ! 

Mr. McGrecor: That is correct. : 

Mr. Heume: But I believe Mr. Drew’s remarks were with respect to last year. 

Mr. Drew: I thought you said that the latest figures related to last year? 

Mr. McGrecor: No. 

Mr. Drew: Then I would ask for the figures on engine failures, for both of 
the types of engines which you use, for each month of last year? 

Right Hon. Mr. Hown: Well I do not know whether those figures should be 
given— it is up to the committee. No other air line gives that sort of information 
and we are talking to every newspaper in Canada. If the committee wishes to put 
T.C.A. up against that kind of damage all right. Every new engine when it comes 
out gives trouble, whether it is the engine or accessories or what not; We have 
had failures and feathering of props. If the committee wants that kind of propa- 
ganda spread around I suppose there is nothing that can be done, but it is going 
to damage the air line. We had a very serious drop in traffic in May and June 
of last year due to that kind of propaganda. I do not think that we should go 
on with this discussion. 

Mr. Drew: It is strange that your records show a quite contrary result in 
May and June of last year? | 

Right Hon. Mr. Howe: Of course, traffic is always on the rise then but the 
forecasted estimates of traffic fell behind very seriously in those months. 


Mr. Drew: As far as this is concerned the question of safety does not enter 
into it because T/C.A.’s safety record is excellent. We are dealing here with a 
corporation that shows a loss of $4,000,000 odd in spite of its efforts and in 
spite of the high quality of ‘air and ground personnel which it has. 

Now Mr. Gillis has very properly pointed out that there are certain expenses 
involved in connection with this. What he has not pointed out is the very con-: 
siderable advantage that accrues owing to the fact that a number of officials 


of this company can carry on business from the Canadian National Railways 


offices, without charge to T.C.A. 

Right Hon. Mr. Hown: That is not true. Three officials have their offices 
with the C.N.R., but when they are on T.C.A. business they come to the office 
space which Trans-Canada Air Lines pay for. 

Mr. Drew: Mr. McGregor said the other officers were in the C.N.R. build- 
ing—the record is quite clear on that. | 

Right Hon. Mr. Hown: Ninety-five per cent of their time is given to C.N.R. 
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‘Mr. Drew: They have the purchasing advantage too. | Canadian National 
Railways handles the purchasing on this line. i cits yt ie ene ie 

Right Hon. Mr. Hows: For which C.N.R. is paid. 

Mr. Drew: There is the very important fact— 

Right Hon. Mr. Howe: And a number of other companies do the same thing. 

Mr. Drew: There is the very important fact that there are a number of 
economies effected through this association and there is a reduction in charges 
that would otherwise be made. ‘Those balance out, but what has to be 
remembered is this, and when I say it I am not questioning the fact, I am simply 
saying this is a chosen instrument which has no competition except over two 
short stretches of its whole system. I speak there of the domestic area. It is 
therefore able to decide what traffic there is and to allocate aircraft to that 
traffic. They do not have the situation which exists in the United States, and 
in Europe, where there are competitors on the same lines and where they have 
to fight for the traffic—where the variable factor 1s related to the appeal. Let 
me give you an illustration. 

For the sake of argument, suppose there are members of this committee who 
wish to discover whether it would be to the advantage of the Canadian National 
Railways to substitute diesel engines for steam engines. Does anyone seriously 
suggest for one moment that it would be regarded as detrimental to the intérest 
of the Canadian National if questions were asked as to the number of times 
trains were late through failure to keep up pressure, or failure to keep up 
schedule because of difficulties in regard to coal supply and things of that kind; 
or to ask questions as to comparable figures for diesel equipment which would 
lead the committee to some sort of a reasonable understanding of what they 
should or should not recommend in regard to the substitution of various types 
of diesel engines? | 

Right Hon. Mr. Howse: I would like to answer that question. s 

Mr. Drew: In receiving the information it might be demonstrated that they 
should stick to coal; it is a comparable thing. 

Some Hon. Mempers: No, no, no. | 
Mr. Drew: This is the power plant in the aircraft and this committee has 
not only the right but it has the duty to find out what is happening in that 
power delivery. | 

Right Hon. Mr. Howe: The answer to the question is that it may be quite ~ 
improper for this committee to make recommendations as to what power the 
C.N.R. should use on its engines. That is a matter of internal management which 
is the responsibility of the board of directors. [ may say the Rolls Royce engine 
was chosen by the board of directors of T.C.A. If the board of directors, on the 
advice of management, want to change the Rolls Royce engine for any other 
type of engine they have the money to do it and they have the right to do it. 
Therefore, I think this committee is going considerably out of its orbit when it 
discusses matters of internal operating management of the company. 

Mr. Drew: Mr. McGregor will you give us the figures for engine failures 
for both types of your engines for the year 1949? 

Right Hon. Mr. Howe: Well I would move that this matter stand until after 
lunch and that we then sit in camera to hear the details of these internal 
operations. 

Mr. Drew: I suggest that this is a straight business proposition and no 
question of safety is involved. I think this is not something that should be 
carried on behind closed doors. 

Right Hon. Mr. Hower: Well, I make the motion. 
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The Cuarrman: There is a motion before the chair that the future sittings 
of this committee in regard to the details of internal operations of Trans-Canada 
Air Lines, particularly directed to type of engine, be held in camera. 

Mr. Fuuron: I would say, on a point of order, that the type of engine used 
and the number of engine failures is information which is certainly not a matter 
of internal operation or internal management; it is a matter of public interest 
and public information. I cannot accept that resolution, even if it is carried, as 
a restriction preventing us from carrying on an inquiry as to engine failures in 
open session. I challenge the assumption that engine failure is a matter of 
internal operation. 

Mr. Fraser: I object very strongly to this. 

The CHarrman: Are you ready for the question? 

Mr. Drew: No, I want to point out the result which this proposal produces. 
It is suggested that there cannot be conversion of aircraft to use the Pratt and 
Whitney engine, but I will say that there are a number of engines that could 
be considered. I am not advocating one engine or another but this air line has 
adopted Pratt and Whitney— | 

The CuairMAN: You should speak to the motion. 

Mr. Drew: I am speaking to the motion. , . 

There are a number of other engines that could be considered and it is 
something that this committee should definitely have in mind. Now, when it is 
gaid there can be no conversion, let me point out that we had a statement from 
the Minister of National Defence that there has been conversion to a type or 
model—the 2,800 Pratt and Whitney; and that machine is shortly to be delivered. 
I for one want to make it quite clear that I regard this as public information. 

I certainly will not sit in camera with any limitation on the use to which the 
information is put. , 

The CuairMAN: Are you ready for the question? 

Mr. Fraser: No, I think if you are going into camera it indicates that you 
are trying to hide something and I do not think that there is anything to hide. 

The Cuatrman: I have repeatedly asked members of this committee to 
consider their responsibility in citing individual failures in the light of the over- 
all record which is excellent. Now they have not acceded to my repeated suges- 
tions. However, I would not be carrying out my duty as chairman if I allowed 
this discussion to carry on any further in public while the members wish to hold 
it in camera. 

All those in favour of the motion? 

Mr. Fraser: It was you who suggested going into camera? 

The CuatrMan: I did suggest it. 

Mr. Fraser: That should come from the committee. 

The CuarrMANn: I want a vote on it. | 

Mr. Drew: This is strategic camouflage. ; 

Mr. Fraser: The chairman should be guided by the committee and not the 
committee by the chairman. 

The Cuatrman: I have some responsibility, and, as long as I chair this 
committee, I will do everything in my power to prevent T.C.A. from being 
unfairly harmed or unfairly interfered with. 

Mr. Drew: You are not concerned about T.C.A. any more than anyone else. 
The public has a right to know, and we are here as their representatives. 

Mr. Gris: I would just like to say this. I do not agree with Mr. Drew’s 
reasoning or with his comparison of T.C.A. and C.N.R. when discussing engines 
on the road and whether you should change those engines. 
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This whole question of engine failure in my opinion may do T.C.A. a great 
deal of damage. While we may sit in this committee and have a fair under- 
standing of what an engine failure means the public does not. They read about 
it in the Globe and Mail or the Montreal Gazette—and this business of engine 
- failures is played up in the headlines. It builds up in the minds of the public a 
fear that there is something wrong with the engines which T.C.A. is using. In 
that way it could do a great deal of damage. The C.N.R. engines and T.C. eee 
engines in the way we are discussing them are not comparable at all. 

As far as | am concerned I do not want the information for 1949 either in 
camera or in open session. The figures which Mr. McGregor gave us a few 
moments ago are up to date for the last two months of this year. I would judge 
it to represent an excellent record. There was trouble with a few engines; but 
there was no damage to aircraft and passengers were not injured. There may 
have been delay in flight but you get that in an automobile—any automobile. 
You may start off with one and have a good trip but the next trip is bad 
through some minor defect. 

As far as I am concerned I am satisfied with the information we got and 
I think the motion is wrong when it is suggests that we get the information 
in camera. If you give the information in camera it will go out to the press 
anyway. Someone will take it out and it is much better to give it to the com- 
mittee here so that we can discuss it, analyse it and so on. It is better to do that 
than to have it taken out by somebody for propaganda purposes. 

I do not want that information in camera. I am going to move as an amend- 
ment that this committee is of the opinion that that kind of information given in 
that way will injure the T.C.A., and I do not think it is necessary, and my 
amendment is that this information be not given to this committee at all because 
it is absolutely unnecessary. 

Mr. Fuuton: I wonder if I might just point out to the members of the 
committee that if we decide to go into camera, or if, on the alternative, Mr. Gillis’ 
motion be adopted, there will be a very definite inference established arising 
out of the fact that Mr. McGregor did not hesitate to give the comparative 
figures of failures of Rolls Royce engines between January and J uly of this year 
which was a favourable period, but we asked him for the comparison with last 
year, and should the committee decide that we can only get that information in 
camera or cannot have it at all, the only inference would be that a comparison in 
the other case would be unfavourable. If we are refused the information, then I 
would draw the inference that the comparison was unfavourable. 

The CuatrMAN: The difficulty has arisen because, notwithstanding repeated 
requests from the Chair that members should refrain from referring to or stressing 
individual eases, they persist in doing so and we have reached the point where 
we are either going to publicize across Canada all these exceptional cases or we 
are not. 

Mr. Furron: We are asking for figures for five months. . 

The CHaAtrMAN: Other than those asked for which you sae been told were 
going to be given: Yet you keep on persisting. 

Mr. Drew: The other members of the committee are not in possession of the 
information that apparently you are in possession of, Mr. Chairman. 

Mr. Knicut: I think the necessity of the original motion was due to the 
sensitivity of public opinion in this matter. Mr. McGregor said yesterday that 
one of the reasons, in his opinion, for the deficit during the last year was this 
very fact that publie confidence in the air lines was shaken. As a general ques- 
tion in regard to these publicly owned institutions which are competing with rival 
privately owned institutions, whether it be the T.C.A. or the C.N.R., a citizen of 
Canada might ask that all Pneee figures be tabled whereas those of the privately 
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owned corporations do not have to be produced. I think that a citizen of Canada, 


F. if he knew that he was thereby injuring the company which is owned by the citi- 


zens of Canada, should not make this demand for production of this information. 
That is why I am going to back this amendment. I do not think these details 
should be tabled. Mr. Drew has offered repeated praise of the personnel of this 
particular organization. I am perfectly in agreement with him, but I would ask 
him or anybody this question: Is it reasonable that these men could have made 


_- the record which they have made with faulty machines? That is my reason for 


~ 


backing Mr. Gillis’ amendment. 
Mr. James: Or with faulty management at the top? 
Mr. Kwnicut: Yes, or with faulty management at the top. 
Mr. Fraszr: The record for January and February was very good, according 


to the reports we have. I do not believe the other figures which have been asked 


for with regard to T.C.A. would hurt T.C.A. one little bit. They would show the 
improvement there is in it and I do not think they would hurt T.C.A. at all. 

The CuHarrMAN: I am entirely in favour of Mr. Gillis amendment. I think 
it goes further than the suggestion I made and I am in favour of the amendment 
made by Mr. Gillis that this information should not be made available. 

Mr. Pouuior: Will you please read it? 

The CuHarrmMan: I shall read by understanding of it, and Mr. Gillis can 
correct me if I am wrong. The amendment moved by Mr. Gillis is that no 
further information of a specific character be given to this committee with respect 
to engine performance. 

All those in favour of the amendment will please signify? And all those 
opposed? I declare the amendment carried. 

Mr. Drew: You are afraid to let the public have the truth. 

Mr, James: Go fight an election and let us get on with this report. 

_ Mr. Drew: That is talking nonsense. We are considering an organization 
operating on a $35 million basis. 

The CHairMAN: Are there any further questions as to assets? 

Mr. Fuuron: Could I ask Mr. McGregor if he could produce a chart 
showing passenger flow in the months of January and June 1948, similar to that 
which he has given me for 1949? 

The CuHairMan: Would you mind repeating your question, please? 

i Mr. Funron: Could Mr. McGregor produce a chart showing passenger flow 
for the months of June and January 1948 similar to that which he has been kind 


_ enough to produce in 1949? 


- The Cuarrman: You must realize, Mr. Fulton, that it takes a good deal of 
time to produce charts, so why not ask for the figures and make your own charts? 
_ Mr. Furron: I would be satisfied if Mr. McGregor would produce with 
respect to domestic operations the total passenger figures for June and January 


of 1948 comparable to the total figures shown on this chart for June and January 


of 1949. 
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Mr. McGrecor: You mean the total domestic passenger load? 

Mr. Futon: Yes. I take it that is what is shown on this chart. 

Mr. McGrecor: That is right. 
_. Mr. Fuuton: I would like to have it comparable to the totals shown in the 
bottom right hand corner. } 


Mr. Povutior: Might I ask if you have a weekly break down of your 
Canadian passenger service for the four weeks after the accident which occurred 


_ to the Canadian Pacific plane in which Mrs. Albert Guay met her death—I mean 


the plane which fell near Quebec—-in order to see the effect on your line? And I 
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would like to have it for the week before the accident as well as for three weeks 
after the accident, if possible. -I have not got the date the accident accurred. 


The CuarrMan: Are there any other questions as to assets in the consolidated 
balance sheet? 


Mr. Povutior: When will you be able to give me that information? 


Mr. McGrecor: I am sorry, Mr. Pouliot, but the company’s passenger 
records are not compiled by weeks. Would it be acceptable if we gave you 
the month before and the month after? 


Mr. Pouuior: Yes. 

Mr. McGregor: Thank you. ° 

Carried. 

Mr. Hatrtetp: What is meant by “Temporary Cash Investment”? 

Mr. McGrecor: That is capital which has become surplus to the company’s 
- requirements as a result of the accrual of depreciation charges. 


Mr. Futron: I notice that in your “Cash” and in your “Temporary Cash ; 
Investments” you are in a very much more fluid stage now than you were accord- 
ing to last year’s balance sheet. 


Mr. McGrecor: I am glad to say that is correct. 

Mr. HATFIELD: Why is it necessary to have so much cash on hand? 
Mr. McGrecor: You are referring to the “Temporary Cash Investment”? 
Mr. HAtFieip: Yes. 


Mr. McGrecor: The company is capitalized at $25 million, all of which 
stock has been issued and the company, under law, is not permitted to make a 
reduction of that capital, although it is necessary when capital becomes surplus, 
as it will during the life of any fleet of ‘aircraft, due to the accruals; with approval 
to reinvest that surplus capital. | 


Mr. Hatrietp: Why is it necessary to have $1,774,981.39 in cash on hand? 


Mr. McGrecor: Because the company’s running expenses are something 
over $2 million per month. 


Mr. Fraser: I see that under liabilities you have “Air Travel Plan 
Deposits”. Is that for the special arrangements which have been made for air 
flights? 


Mr. McGrecor: Those are the cards to which you referred oan where 
each subscriber contributes $425 as a guarantee. 


Mr. Fraser: And do ithey get a discount of 15 per cent? 
Mr. McGrecor: No. That was discontinued three years ago. 


Mr. Fuuron: Do the figures for “Cash” or “Temporary Cash Investment” 
include transfers from-expense accounts, such as a credit item for the disposal 
of the Lode Stars? 

Mr. McGrecor: The Lode Stars have all been disposed of, and the capital 
resulting from their sale has been put into the capital account of the company. 


Mr. Futton: Last year you had it in an expense account. 
Mr. McGrecor: That is correct. 


Mr. Futron: And you say that that expense account has now been trans- 
ferred to cash or temporary cash investment? 


Mr. McGrecor: Yes. 
Mr. Fuuton: I see that your “Material and Supplies” ‘and “Other Current 


Assets” have been materially reduced from the figures of last year. Have you > 
made substantial disposition of your other assets? 
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Mr. McGrecor: In reference to “Material and Supplies” that account has 
come down as the various supplying companies have come into a better position 
in Canada for delivering parts upon shorter notice. 

After the war there was a period of short supply for several years which 
required that the company, in order to avoid delay in carrying out its work, 
carry @ heavy stock of replacement parts and materials of every kind. But 
as the supply position improved, it was possible to reduce the amount of invest- 
ment in stocks. 

Carried. 

Mr. Hatrietp: Will you please tell me how you can carry a deficit as an 
asset? 

~ Mr. McGrecor: It does not carry as an asset. It appears as a balance 
against the company’s capital position because the capital position does not 
alter with respect to the deficit if the deficit is made good by vote. 

Mr. Futron: This is a reference to the 1948 deficit, is it not? 

Mr. McoGrecor: I beg your pardon. 

Mr. Futron: This reference to the 1948 deficit: that has been voted, has it 
not? 

Mr. McGrecor: In 1949 it has been delivered to the company. 

The CHarrMAN: Are you reading from the liabilities side or from the assets 
side? , | 

Mr. Hatrtietp: I am reading from the assets side. 

The CHatrmMan: On what line? : 

_ Mr. Hatrreip: “Government of Canada—Balance of Deficit.” I never heard 
tell of a deficit being carried as an asset. 

Mr. Drew: No; and you never heard of an operation like this either. 

The Cuarrman: I would refer to Mr. McGregor this item of $603,283.16 indi- 
cated as “Government of Canada—Balance of Deficit’, and I would ask him if 
he would kindly explain it. 

Mr. McGrecor: Under the Company’s Act, the T.C.A., in respect to the 
period during which that Act has had effect, or is having effect, is entitled to 
draw down its deficit. That is shown as an asset on the balance sheet because 
that deficit has been incurred and is therefore payable by the government to the 
company. 

The CHarrman: And that amount of $603,283.16 indicates part of the 
deficit which you have not yet drawn down? 

Mr. McGrecor: At the time of the statement, yes. : 

Mr. Futon: Would you please explain the item “Traffic Balances Payable”’ 
on the liabilities side? 

Mr. McGrecor: That had to do with the continual balance both for and 
against the company with respect to inter line exchange of traffic. If we sell a 
ticket to a passenger from Toronto to Paris and he is carried over another air 
line from London to Paris, then we owe that air line the revenue which that 
transportation represents; and in reverse, the same is true. So there is always 
a running balance between our company and any other. 

Mr. Fuuron: What is meant by “Air Travel Plan Deposits’? 
Mr. McGrecor: I think that question has already been asked. 


Mr. Fraser: Yes, I asked that question. Those are the cards which you buy 


for $425, but there is no discount on them now. 


‘Mr. McGrecor: That is correct.. 


Mr. Fraser: When you stopped giving a discount, did the buying of those 
travel cards drop off? 
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Mr. McGrecor: There were some cancelled, but then pGine resumed and I 
may say that the number of cards in force now is considerably hpi than the 
number in force at the time the discount was discontinued. 

Mr. Fraser: Do you think it would increase sales any if you started again 
to give a discount? ye 

~ Mr. McGrecor: They would be very popular if they carried a discount. 

Mr. Fraser: Would it not help your line? 

Mr. McGrecor: No, I do not think it would because we would be depriving : 
~ ourselves of the 15 per cent. 

Mr. Fraser: Well, why make it 15 per cent? Why not make it 5 per cent or 
10 per cent and get that money deposited with you? 

Right Hon. Mr. Howe: Did not the Board of Transport Commissioners rule 
that discounts to travel card holders are the equivalent of rebates and therefore 
illegal? 

Mr. McGrecor: That may be the case. But these cards are completely 
interchangeable between all air lines. | 

Mr. Fraser: You had your own cards before? 

Mr. McGrecor: On T.C.A., yes; but we have now niade them good, for 
international travel by issuing them under the same terms as apply to the cards of 
pais companies. 

' Mr. Fraser: Could you not just have for the one purpose of Canadian travel 
your own cards, which would not be interchangeable? 

Mr, McGrecor: That would be physically possible, but I think it would 
reduce the value and convenience of the cards to some extent. They are usually 
held by people who are travelling widely and therefore on several lines. 

Mr. Fuvron: On the right hand side of this page, page 17, there is an item 
“reserves for overhaul $523,426.21,” which is the exact same figure as that which 
became available to you following the conversion of the six North Stars. 

Mr. McGrecor: I gave you the three sources of that figure. 

Mr. Futtron: Last year you had under reserves for overhaul $523, 426. 21. 
I am wondering if the reserves for overhaul have not increased. In other words, 
why is there just the $523,426.21? From the figures it shows that it must have 
cost you $144,000 to do the work. You had $424,000-odd in there last year. 

Mr. McGrecor: Because we spent the money to do the work on the M-1 
aircraft. 

Mr. Futron: And completely exhausted the fund? 

Mr. McGrecor: No, there was a residue in the fund, Benorging to the state- 
ment I gave you, after the work was done. 

Mr. Futron: Thank you. 

The CHAIRMAN: Carried? 

Mr. Drew: No, not carried: When you do certain conversion work on air- 
craft such as, for instance, the changeover from the Wright Whirlwind to the 
Pratt and Whitney engine or any similar conversion, is that cost capitalized 
or is it allocated to your current expenditures? 

Mr. McGrecor: Probably both. Part of the total expense would be capital- 
ized and part would go to operating expenses depending on the nature of the 
work. If a complete new unit is purchased as a unit it is capitalized but labour 
that would go into the installation of that unit would go to operating expenses. 

Mr. Drew: In relation to this statement, can you give us an example of the © 
cases where you have actually capitalized payments of that kind? 2 
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Mr. McGrecor: Yes, I think I could give you an example almost identical 
to the type you are referring to. A decision was reached last year to change the 
type of cabin superchargers which was installed on North Star aircraft to one 
having a considerably better performance and a lower maintenance cost. The 
purchase of those superchargers was capitalized, but the changes in aircraft 
plumbing and ducts and so on and the work associated with that was an operating 
expense. 

Mr. Hatrietp: Do I understand you to say that you had an arrangement 
with the government to pay all deficits? 


Mr. McGrecor: No, my statement was that under the Company’s Act and 
during the period which it is in force, that the company may draw. down the 
deficits as they occur during the period in which that particular act is in force. 

Mr. Hatrtetp: As long as the Act is in force? Then the arrangement is that 
the government pays all deficits? 


Mr. McGrecor: It permits drawing down the deficits. The approval of 


_ that deficit has to be put through separately but that Act is passed for only a 


twelve month period at a time. 


Mr. Futon: In connection with the $523,426.21 reserve for overhaul, under 
what heading or under what obligation liability of the Rolls-Royce Company 


_ did you have to be paid $118,345 for that conversion? 
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Mr. McGrecor: That is very much on the same basis as Canadair. Cana- 
dair paid an amount of comparable size. Under the warranty as an example, 
when delivery was made we took the engines with type 9-A magnetos installed. 
As soon as type 9-B magneto became avaitable, which is the one that should 
have been installed if then available, the cost of the work of replacing the 


magneto and returning the obsolescent type of magneto to the company was 


borne by the airlines and that and similar costs are properly chargeable back 
to the manufacturer. I am stating that as an example of the type of thing that 
produced that adjustment. Similar things applied to the air frame and a similar 
claim was made against Canadair for that reason. That credit was given to us. 


Mr. Fuuton: As I understand it they are responsible under their warranty 
to make their adjustments and you made them for them. 


Mr. McGrecor: Yes. 

The CHAIRMAN: Carried? 

Any further questions? 

Mr. Drew: Yes, I have further questions. You can make loans for any 


_ expenditures, without parliamentary approval, from the C.N.R. can you not? 


Mr. McGrecor: You mean negotiate loans? 
Mr. Drew: Yes. | 

Mr. McGrecor: Yes. 

Mr. Drew: How is that actually done? , 
Mr. McGrecor: With the approval of the directors. 
Mr. Drew: of T.C.A.? 

Mr. McGrecor: Yes. 


Mr. Drew: In such a case do you consult the government before you make 


d -an application for a loan of that kind? 


Mr. McGrecor: I would expect that the treasurer would. 
Mr. Drew: The treasurer would be the man who would do that? 
Mr. McGreocor: Yes. 
Mr. Fraser: Up to what amount, or is there a limit to it? 
- Mr. McGrecor: There is no stated limit that I know of. 
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Mr. Fraser:No limit on it? Sa REC | | 
Right Hon. Mr. Howe: The limit is the amount that the Canadian National 
Railways is willing to loan them, I suppose. : . 


Mr. Drew: Have any requests by Trans-Canada Air Lines for increased 


capitalization ever been refused? 

Mr. McGrecor: I know of no requests that have been made for increased 
capitalization during my experience. 

Right Hon. Mr. Howe: I can answer that. Suggestions have come forward 
that T.C.A. needed additional capital and as the minister responsible I told 
the treasurer; you had ‘better carry on as best you can until the depreciation 
fund catches up with your requirements; which they did. It was not a formal 
request or a formal refusal. 

Mr. Drew: Mr. McGregor, do you know of any case where they made a 
request for increased capitalization? 

Mr. McGrecor: No. 


Mr. Drew: Have you ever had anything to do with requests for loans. 


from the Canadian National Railways? 


Mr. McGrecor: Yes, part of the $14 million loan in force at the beginning 


of last year was negotiated during my period of office. , 

Mr. Drew: Well, now, in connection with these loans they are, of course, 
shown as capital obligations. Is it not unusual for any organization not to 
accumulate its deficits and balance them off against any profits that have been 
made and show a net position in regard to its operations.in its statements? 

Mr. McGrecor: As I read the report of the company that was done. 

Mr. Drew: Yes, it was done until the reserves out of profits were exhausted, 
but it has not been done since then. 

Mr. McGrecor: How can it be done, after a deficit is paid it is no longer 
a deficit. : 

Mr. Drew: Any other company would show accumulated deficit; in fact it is 
required to do so by law. . 

Right Hon. Mr. Hows: That is all taken care of in the Canadian National- 
Canadian Pacifie Act of 1933. 

Mr. Drew: Mr. McGregor, your records do not show any accumulated 
deficit? 

Mr. McGrecor: No, because the deficit has been made up by parliamentary 
action. 

Mr. Drew: So in that way your position as shown would be one 
quite different from that of any ordinary company, other than a publicly owned 
company of that kind. 

Mr. McGrecor: I am not familiar with what action a private company 
would take on that. 

Mr. Drew: Were you not in an executive position with the Bell Telephone 
Company? 

) Mr. McGrecor: Not in any financial capacity, no: 


Mr. Drew: Could you give us the figures in regard to the net position, in 
regard to profit and loss over the whole life of the T.C.A. up to the end of 1949? 


Mr. McGrecor: No, it is not available. 

The CHarrMAN: Do I understand you want a total of the deficits voted for 
Trans-Canada Air Lines? ARS: | 

Mr. Drew: Showing each year the profits and deficits and the net results. 

Mr. McGrecor: Going through the annual reports it could be made available. 
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Mr. Drew: Yes. Will you have that prepared from your iret 
Mr. McGrecor: Yes. 


Mr. Drew: This situation presents itself, Mr. McGregor. This is a wholly 
owned subsidiary of the Canadian National Railways. Four of your directors 
are appointed by the Canadian National Railways and in that way control the 
Board. Canadian National Railways is a traffic operation, as yours is, although of 
a different kind. Would it be possible for the Canadian National Railways to 
guide your operations in any way because of that control? 

Mr. McGrecor: Perhaps I can best answer that question, Mr. Drew, by say- 
ing that there has not been the slightest evidence of that and perhaps in sub- 
stantiation of that statement I should point out that one of the Canadian National 
directors is an ex-president of the Trans- Canada Air Lines, That being so, I feel 
his sympathies are with the airline. 

Mr. Drew: You would not say entirely with the airlines? I would hope his 
interests are also with the board he is now on. 

_ Mr. McGrecor: I would also think they are, but there has never been an 
attempt in my experience to direct the activities of the T.C.A. so as to improve 
the competitive position as between air and ground transportation. I am sure 
that the officer to whom I refer would resist such attempts, and there never has 
been such an attempt. 

Mr. Drew: But you would say that physically the Canadian National could 
control the operations of the T.C.A. 

Mr. McGrecor: It is completely an imaginary situation. 

Mr. Drew: I am only putting it forward as a speculative position in regard 
to a certain number of directors, and I want to remove the individuals from the 
consideration. There are four directors appointed by the Canadian National 
Railways out of seven. The Canadian National Railways owns all the stock. 
Would it not be possible, physically, for the Canadian National Railways at any 
time to direct the method of operation and other procedure of the Trans-Canada 
Air Lines? 

Mr. McGrecor: I think nigsieally it might be possible but if that happened 
I think the Trans-Canada Air Lines would find itself without many of its 
management. 

The CHAIRMAN: Carried? 

Mr. Drew: This is not carried. : 

The CuatrmMan: Gentlemen, we have nearly reached our hour of adjourn- 
ment. I should on completing our work in connection with the Canadian National 
Railways, have tabled the committee report in regard to the four votes referred 
to us. The report is now ready and I will ask the clerk to read it. 

(see report to the House) 


The CHarrMAN: Mr. Gillis moves adoption of the report and its presentation 
in the House. . | 

Carried. 

Mr. McGrecor: I have the accumulative figures here on the result of the 
operations of the air lines from their inception in 1987; do you wish me to 
read those into the record? 

The CHAIRMAN: Right. 


Mr. McGrecor: They are as follows: For the seven months in 1937, a 
deficit of $111,005; for the year 1938, a deficit of $818,026; a deficit in 19389 
of $411,656; a profit in the year 1940 or $539,263; a profit in 1941 of $302,437; 


a profit in 1942 of $494,915; a profit’ in 1943 of $147,889; a profit in 1944 of 


$7,409; a profit in 1945 of $32,773; a deficit in 1946 of $1,269,624; a deficit in 
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respect of North Atlantic operation in 1947 of $1,761,043; a profit with respect 
to Atlantic operation in 1947 of $136,303; a deficit with respect to North American 
operation for 1948 of $1,183,022; a deficit with respect to Atlantic operation 
in 1948 of $1,750,218; a deficit with respect to North American operation in 
1949 of $1,419,444; a deficit with respect to Atlantic operation in 1949 of 
$2,898,149; making an accumulative deficit of $9,961,198. 

Mr. Fuuron: That is the net figure? | 

Mr. McGrecor: I believe so, I have not checked the arithmetic. 


Mr. Drew: Mr. McGregor, in regard to the two lines which run parallel to 
the Canadian Pacific Airways, those are from Calgary to Edmonton, are they not? 

Mr. McGrecor: No. 

Mr. Drew: What are the two? 

Mr. McGrecor: I do not know the second one. They operate between 
Calgary and Vancouver with intermediate stops and we operate non-stop between 
those two points. 

Mr. Drew: You only know of the one? 

Mr. McGrecor: Yes. 

Mr. Drew: Is there any kind of co-operative flight arrangement there for 
passengers, freight or mail? | | 

Mr. McGrecor: There is full interchange of traffic at every point, both 
with respect to other C.P.A. operations and the operations to which we were 
referring just now; that is, if there was a passenger destined for Penticton from 
Winnipeg we would carry him through to Calgary and transfer him there to 
the C.P.A. air line. 

Mr. Drew: And in that particular operation do the ticket offices of the 
Canadian National Railways and the Canadian Pacific both sell tickets for 
both services? 

Mr. McGrecor: Yes. 

Mr. Drew: How do you find co-operation? 

Mr. McGrecor: I should add, on a commission payment basis. 

Mr. Hatriziup: What do you pay the Chateau Laurier for the ticket office 
space you occupy there?. : 

Mr. McGrecor: I think I can give you the figures. As I remember it is 
something of the order of $2.50 a square foot. 

Mr. Fraser: Does that include the telephone service there? 

Mr. McGrecor: We have our own telephone service there. 

The CuHairMAN: Shall page 17 carry? 

Mr. Drew: No. 


Mr. Futon: I would like to ask you about this item for overhaul. I see 
you have a substantial balance on hand in 1949 as compared to 1948, after 
work you have done on reconditioning those M-1’s. During the course of 1949 
were any additions made to this fund in the course of normal operations for 
that reason? 


Mr. McGrecor: No, because the aircraft were out of service. The original 
fund was accrued during the period M-1’s were in service. 


Mr. Fuuron: Well, then, I think we should point out that you appear to 
have made a profit on that operation of, if I am correct, $208,000 still in the fund. 
I see you have indicated there the amount applied to conversion. Would not 
one way of considering it be that you now have in addition — you have 
approximately $144,000. You said you charged to your fund the cost of the 
reconversion work? 
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The CHarrmMan: I understood the witness to say that the actual cost was 
in. the neighbourhood of $312,000. | 

Mr. McGrecor: That is correct. I explained that we were able to do the work 
and have a residue left in the fund which had been accrued, because of the fact 
that we were able to do it in our own shops over a slack period, and that the 
quotations we had from the two outside manufacturers to do that work were 
in excess of the amount of the aecrued fund. 

Mr. Futron: Yes, but it appears that the cost to you was only $144,000, 
although you made up a budget for $250,000. I am asking you what the position 
was at the end of 1948? According to the answer you gave to me this morning 
the fund was roughly $344,000. There was a balance of $280,121 in the fund: 
and it looks to me as though the difference between those two amounts would 
be the amount you saved, namely a difference of $144,125. 

Mr. McGrecor: The residue that remained unexpended in the fund after 
performing that work represents the saving resulting from doing the work within 
the company. 

Mr. Fuuron: So what is charged against that fund for doing that work was 
$144,125. 

Mr. McGrecor: I do not think it is correct to draw conclusions by arithmetic 
because some of the work was done during the end of 1948, as I remember it, and 
there may have been charges levied against the fund in 1948. 

‘The Cuarrman: At any rate it was a quite satisfactory operation as far as 
you were concerned? 

Mr. McGrecor: Yes. 

_ Mr. Futron: What I am trying to point out to you here is that you appar- 
ently have made a profit on it, and the way it looks to me you appear to have 
charged the two companies, Rolls Royce and Canadair, more than you actually 
paid for the conversions. 

Mr. McGrecor: The fund to which you refer was not paid by Rolls Royce or 
Canadair; only the conversion on the M-1’s came out of that fund. The pay- 
ments by Rolls Royce and Canadair had to do entirely with the M-2 aircraft. 

Mr. Fuuton: Why did you add this to the fund, so it would accumulate? 


Mr. McGrecor: Because it seemed desirable that a long-term overhaul 
reserve fund should be established. : 


Mr. Futon: I may have misunderstood your earlier answer on this point, 
but I understood you to say that instead of ealling.on the Rolls Royce and 
Canadair people to do the conversion on these M-1’s that you did it yourself 
and they paid you what it would have cost them. 

Mr. McGrecor: No, you certainly misunderstood me. The work for whith 
this warranty payment was made had to do with the M-2 aircraft. We did the 
work ourselves rather than give the aircraft up to them to have the work done. 
and that applied entirely to the M-2 aircraft. 

Mr. Fuuton: Then, the picture I had of the fund is not a corréct one, because 
I thought that you had created the fund with payments owing to you with respect 
to aircraft other than those for which the fund was originally established. I 
take it now that you have set this up as a general long-term overhaul fund. 


Mr. McGrecor: That is right, and the name of the fund has been changed 
accordingly. I previously referred to it as the M-1 conversion fund, and it is 
now the North Star long-term overhaul fund. - 


The Cuarrman: Shall page 17 carry? 
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Mr. Drew: No, I shall have another question. — | DR . 

The CuatrMan: Well, we have reached the time of adjournment; shall we 
adjourn until 4 o’clock? : 

—The committee adjourned to meet again at 4 p.m. 


ee 


AFTERNOON SESSION 


—The committee resumed at 4.00 p.m. 


The CuarrMan: Mr. McGregor, have you answers to further questions? 

Mr. McGrecor: Yes. I believe that I have answers to all the additional 
questions asked this morning. ; . 

Mr. Fulton asked for the total passenger figures on the domestic. lines 
_ for the months of January and June of 1948. The figure shown here is com- 
parable to the figure shown in the lower right hand corner of the flow chart. 

Revenue Passengers carried—domestic—January, 1948, 26,601; June, 1948, 
58,827. 


Mr. Fulton also asked for a subdivision as between capital assigned to the 
Bermuda and Caribbean part of the international operation and the north 
Atlantic portion of the operation. } | 

Capital utilized in 1949 in Atlantic services: Bermuda-Caribbean, $2,043,- 
700; North Atlantic, $7,506,300. 

Mr. Fulton also asked the number of engines and the cost of maintenance 
divided between labour and material as already provided but extended to 
cover the months of December 1948 and December 1949. 


North American Services Overseas Services 
1949 1948 1949. 1948 
76 Twin Row 76 Twin Row 
Month of December: 131 Rolls Royce 132 Rolls Royce 
ATI ey 5 Cr NAIR S chuye lao aua eect $ 68,371.41 $58,007.49 $18,998.04 $41,150.05 
MV ve TAAL da MEISE. 506s ale aisce gos ate 128,462.54 T1Voao2 +26 STL ESA 56,557 . 80 


Mr. Drew: Are those all of the answers? 
Mr. McGrecor: Yes, that is all. 
Mr. Drew: Are we ready to proceed, Mr. Chairman? 
The CHairRMAN: Yes, Mr. Drew. « 
Mr. Drew: Mr. McGregor, just for my information, who is the chief 
technical officer of Trans-Canada Air Lines? 
Mr. McGrecor: James Bain. 
Mr. Drew: What is his official designation? 
* Mr. McGrecor: Director of engineering and maintenance. 
Mr. Drew: Is he here now? 
Mr. McGrecor: No. 
Mr. Drew, During the past year who was in charge of operations? 
Mr. McGrecor: The vice president of operations, Mr. English. 
Mr. Drew: Is he here? 
Mr. McGrecor: No. 
Mr. Drew: Will he be here? 
Mr. McGrecor: Not unless requested. 


Mr. Drew: How many meetings of the board of directors of Trans- 
Canada Air Lines were held last year? 
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_ Mr. McGrecor: Inasmuch as meetings do not take place regularly” every 
month, I would have to look up the figure but I would venture: the: opinion 
that it would be six or seven. fae uh ue ave ee AGP PRs AAA GRES eee ep 

~ “Mr. Drew: You might find that out will you, and also tell us the place 
where those meetings were held? 7 | Siar a eh gee a) 

Mr. McGrecor: The meetings were held at 360 McGill street. ~°- 

Mr. Drew: Trans-Canada Air Lines building? i 
_.°.Mr. McGrecor: No, the Canadian National Railways building. 

» Mr. Drew: All your directors’ meetings were held in the Canadian National 
Railways building? | | ; 1 SED GEES 

Mr. McGrecor: We do not feel ourselves in a position to afford aboard 
room, Me EAT EEC ea) 

Mr. Drew: Are the minutes of directors’ meetings kept in your own office 
or in the offices of the C.N.R.? : : ube Cates Cad ce, 

Mr. McGrecor: Both in my office and in the secretary’s office. 

Mr. Drew: You mean that there is a duplicate set of minutes?- ~ 

Mr. McGrecor: Yes. wer ting 

Mr. Drew: Now, Mr. McGregor, referring back to this new type of aircraft 
which has recently been discussed with the press, I am referring to a. report 
which was handed to me as being a statement given to the press by the 
Minister of National Defence. It actually appeared in this form in a number 
of newspapers. I quote it: i. 

“The aircraft will be able to carry two complete crews. In addition it will 
be equipped to carry 33 passengers, the same number as carried by passenger 
North Stars, now in service. Sleeping accommodation will be provided. for 
a total of 12. The engines in the aireraft are series R-2800, Pratt and Whitney, 
developing approximately a total of 7,000 horsepower. The aircraft is a 
modification from the successful North Star transport now in service. This 
new aircraft has been built to test such an engine conversion.” 


You will notice the positive statement—This aircraft has been built to 
test an engine conversion of the North Star model for use of the R-2800 Pratt 
and Whitney engines. 

I think it would be just as well if any statements are being made, to have 


them made out loud. 


Right Hon. Mr. Hown: Will the honourable gentleman continue asking his 
questions? 
Mr. Drew: I just asked the question. Will you please let me know what 
your opinion in regard to this statement is? esaeal | 
Mr. McGrecor: If I might be so presumptuous as to criticize the statement, 
I would say that I am afraid the minister has been misquoted to some consider: 
able degree. ee 
_ Mr. Drew: This is a statement issued’ by the minister. : 
Mr. McGrecor: Well, I do not know how the power of an R-2800 can be 
added up to 7,000 in respect of four of those engines. Secondly, I do not know 
how anybody can refer to a North Star transport-aircraft, as a 33 passenger air- 
craft when it is a 40 passenger aircraft. In so far as the conversion testing of 
that aeroplane may be a project of the Department of National Defence, 
I have no information. All I can say, and I have already said it, is that it has 
nothing to do with T.C.A. in any shape or form. We have not been consulted or 
involved in any expenses, except in the indirect manner which I have described. 
Personally I have not seen the aircraft and I do not know of any of our technical 
people who have. | | sy bs 
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The CHAIRMAN: May I interrupt and suggest in future where the answers are 
similar in conclusion to your present answer, that you should answer that part 
of the question first. If T.C.A. has nothing to do with the matter I do not think 
it is your duty, or the duty of this committee to comment on a statement made 
by some other department. | 

Mr. Grorce: Carried. 

Mr. Drew: No, it is not carried. | 

Mr. McGregor, you have given us the information in regard to where meet- 
ings of the board of directors of Trans-Canada Air Lines took place. Do you 
issue or send out the notices of those meetings or who is responsible? 

Mr. McGrecor: I determine the time of the meeting and I endeavour, as far 
as possible, to have the meeting time coincide with the date—not hour—of the 
Canadian National Railways board meeting, to avoid duplication of travelling 


for those directors who do not live in Montreal. I instruct the secretary to send — 
out notices of the meeting. 


Mr. Drew: As a result of that procedure you again make a saving in having 
no expenses for the board of directors being called together for Trans-Canada 
Air Lines? | 

Mr. McGrecor: I do not know that there is a direct saving because I do not 
know that otherwise we would be charged travelling expenses. I do not think 
any of our directors have asked for them. 

Mr. Drew: Directors sometimes do get expenses. 

Mr. McGrecor: Yes, they do indeed. / 

Mr. Drew: I am merely pointing out this is another economy which is avail- 
able to you because of the fact that you are a wholly owned subsidiary of the 
Canadian National Railways. ; 


Mr. Fuuron: Mr. Chairman, since the committee decided this morning that 
no further questions would be answered with regard to engine failures, I feel 
that I should take this opportunity of placing on the record an analysis of certain 
figures which have been given by Mr. McGregor. In the table with respect to 
the comparison between 1948 and 1949—_ 

The CHatirMAn: Mr. Fulton, I think the committee decided in its opening 
meeting that we would in a large part refrain from addresses or comments by 
members and that we would content ourselves at this stage of the inquiry with 
question and answer, in order to save the time of the officials. We agreed that 
we would have a general discussion when preparing our report; it would be help- 
ful if you would be kind enough to reserve your remarks until we are at the 

report stage. We are very anxious to clear these officials today if possible. 


Mr. Fuuron: I quite appreciate what you have said and perhaps I used the 
wrong words when I said that I wanted to place the analysis on the record. I 
do want this on the record and I should also like, and it would only be fair, to 
have Mr. McGregor comment on these figures if he wishes to do so. I merely 
analyzed them as they were presented to me but they indicate to me a very 
definite trend. | 


The CuHarrMAN: You can accomplish your purpose by stating what you find 
and asking Mr. McGregor to comment? 
Mr. Fuuron: Yes, if he has any comment to offer. 

- In analyzing the figures, I find, in comparing the months of January and 
July of 1949 that there was an increase in the number of engines of 58—36 per 
cent; there was an increase in the cost of maintenance of $213,528, or 160 per cent. 
There is an increase in cost of maintenance of 160 per cent as against an increase 
in the number of engines of 36 per cent. : 


BL; 


RAILWAYS AND SHIPPING — 399 


Comparing January 1948 with January of 1949 the increase in the number 
of engines was 42, or 25 per cent ; the increase in the cost of maintenance was 
$87,713, or 65 per cent. That is a 65 per cent increase in the cost of maintenance 
as against a 25 per cent increase in the number of engines. 

Comparing July 1948 with July 1949 there was a reduction in the number 
of engines of 16 and an increase in the cost of maintenance of $19,108—a reduc- 
tion of 8 per cent in the number of engines and an increase in the cost of main- 
tenance of 6 per cent as between those two months. 

Then the latest figures—those just furnished for the month of December— 
and I have not had time to work out the percentages—show December 1948 as 
compared with 1949 reflects a reduction in the number of engines on hand of 
one. There is one engine less in 1949 than in 1948. The increase in the cost of 
maintenance however was $26,041 for that month. 

_ Now I think the position is stated accurately when I say a large part of 
this increase in the cost of maintenance is reflected in the figure for materials 
rather than for labour. The majority of the increase results from the increased 
purchases of materials, I gather, rather than from increased labour costs. That 
does indicate to me the fact that the engines used have resulted in a very greatly . 
increased maintenance cost—out of proportion with the number of engines on 
hand—unless such other factors as difficulty of maintenance could explain it. 
It is on that feature that I would like Mr. McGregor to comment. 


Mr. McGrecor: Yes, I have a comment, Mr. Fulton. 

I would suggest the interpretation that you have drawn from the compar- 
ative figures is—not putting too fine a point on it—completely incorrect. The 
situation is this. The aircraft went into service in June of 1948. Prior to that we 
were buying engines and they were being delivered to us in preparation for the 
state which would exist when we had the aircraft in service. That produced a: 
condition during the first six months of 1948 in which we had engines but we 
were not using them. There was a labour cost associated with maintenance dur- 
ing that period because we had in training a large maintenance staff whose 
duties were to be the maintenance of the engines when they went into service. 
In July of 1948 the engines had been in service for a matter of thirty odd days 
which would indicate very low maintenance charges against the engines at that 
time. It would only be reasonable to commence comparing the maintenance cost 
of them when we got into full operation. I cannot see how 1948 can be used as 
any basis for drawing assumptions as to the trend of maintenance cost of 
engines for the reasons that I have set forth. 


: Mr. Fuuron: If you take December 1948 as against December 1949, your 
material—your increase both for the overseas and domestic service was $26,000 
in one month. Now if you could give a figure for the seven months to the end 
of December 1948 would it not be fair? 


Mr. McGrecor: Hardly. The maintenance charges in any one month may 
vary by $25,000 to $30,000 and more just on the matter of when the bills are 
received for materials delivered. A heavy supply of materials may come in in 
one month and the same type of materials may not be delivered for another 
three months; and the bills for material used in any one month may not be 
billed for another six months after delivery. 

Mr. Futron: I thought you said it was impossible to compare them on a 
yearly basis. 

Mr. McGrecor: It would not be if we had two full comparable years. 

Mr. Fuiron: Why cannot you compare a six month’s period with a six 
month’s period? : 

Mr. McGrecor: Because they are not comparable, due to continuous state 
of change during the periods being discussed. ; 
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Mr. Fuuiton: June ia December: 1948 as (lead yas et with: June: to December 
19492 cE aaah } 
«Mr. BreGanaen: But you are referring to figures for only individual months, 
in your questions. 
‘Mr. Fuurron: The figures were furnished to me. They are for January 
and July, actually, within those years. Sei MN oe a 
‘Mr. McGrecor: And December. 


Mr. Fuuron:. You gave me December 1948 and December 1949. 1. was 
trying to get some basis. You objected to a comparison between the total cost 
in 1948 with the total cost in 1949 and I was trying to get some basis of com- 
parison. But the only basis you have been able to arrive at is on a monthly 
basis and I find the same trend is borne out when you compare individual 
months as when you compare whole years. 

Mr. McGrecor: $26,000 as a fluctuation in Monthin expenses is peiiher 
here nor there and it does not indicate any trend. ~ 

Mr. Futron: But when you find it repeated in any of ite other months you 
gave us? 

Mr. McGrecor: None of the other manihe are comparable. | 

Mr. Futon: Oh, I am afraid I just cannot follow your reasoning there> I am 
sorry. But you did say something with regard to the labour aspect of these costs 
of maintenance. What was it that you said in that regard?» 

Mr. McGrecor: In respect to your question? 

Mr. Futon: Yes. . 

Mr. McGrecor: I said that maintenance labour was charged to the engine 
job during the first six months of 1948 because the labour force was then under 
training for the purpose of maintaining those engines when they did come into 
service as of June 1, but the staff under training were, in effect, doing no pro- 
ductive work during that time because the engines were not ‘in line service 
domestically. 

Mr. Fuurown: So, for the year 1948 the maintenance costs are unduly heavy 
because you were training a crew? 

Mr. McGrecor: That is right, but they were consuming no material what- 
ever, during the first half of that year. 

Mr. Fuutron: But they were not doing any productive work? 

Mr. McGrucor: Yes, but they would not be using bits and pieces. 

Mr. Fuuron: I do not think that your labour costs for maintenance have 
shown the same difference as the material costs. 

Mr. Grorcn: Where is all this leading us to, Mr. Chairman? 

Right Hon. Mr. Howe: What conclusion are you going to draw from it, Mr. 
Fulton? 

Mr. Futron: The conclusion, and it has not been changed, is that the 
vastly creased amount paid for maintenance in 1949 over 1948 results from 
the type of aircraft engine used; and so far as I can see, and so far as any 
evidence has been given, Ths not accompanied by commensurate advantage to 
the company in using that type of engine. 

The CuHatrMan: I wonder if you or any other member of this committee is 
qualified to reach any conclusion in that regard. 

Mr. Fuiron: I beg your pardon, Mr. Chairman? 

The CuatrMan: I said: I wondered if you or any other member of this com- 
mittee is qualified to reach any conclusion in that regard? Are we engine experts? © 

‘Mr. Heute: I do not know very much about aircraft engines but I do know 
something about the maintenance of automotive equipment. I presume there is 
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some connection. between the two so far as maintenance is: abneenied ‘And I 
know that it will vary as between seasons. = nit BArgr ara fog. pat 

Right Hon. Mr. Howe: When you buy it as a brand new machine the 
maintenance is.not very heavy. But when you get to your second year’ the 
maintenance becomes heavier. ORR Ee TRC a ae eer Cr dey Lape 

Mr. Drew: Let us keep on the one point. I think there is a good deal in 
what the minister has just said; but in regard to the suggestion that this ‘com- 
mittee is not competent to form judgment. I would like to point out that no court 
could ever sit if it only could deal with those things in which the judge was an 
expert; and no committee would ever make a finding unless it attempted to form 
a judgment on matters based on expert knowledge. I think this is the place to 
get that expert knowledge of things which are component factors in the cost of 
operation of the T.C.A. ind 2s 

The Cuairman: Well, I am in the hands of the committee. : 


Mr. Furron: I have stated my conclusion, and perhaps further discussion 
of it should be reserved to the time when we consider our report. : 


The Cuairman: Are there any further questions? 


| Mr. Futon: I would like to go back now and refer to the subject discussed 
last night under the general heading of the North Atlantic Services. My question 


_ to Mr. McGregor and to the minister as well was whether we had not committed 


ourselves—whether the company—and here I am not criticizing the management 
at all—but whether the company has not been committed to a service on which 
it has no chance of showing a profitable operation for many years? 

I find in the break down of capital charged for the two lines that on the 
Atlantic service there is the amount of $94 million charged, while on the domestic 
service there is the amount of $154 million; and I would point out, leading up to 
my question, that the company is charged with interest on that portion of its 
capital devoted to the North Atlantic service, and that it vastly increases its 
deficit in that respect. And I would point out that if a greater proportion of 
its capital and its attention were devoted to the domestic service—and I would 
like to get an answer to this—if that were done, would there not be a better 
chance of reducing the deficit on domestic operations, and at the same time 


reducing the deficit on overseas operations? 


Right Hon. Mr. Hown: The difficulty is that you cannot run an overseas 
operation unless you have some aircraft and some overall bases, and the capital 
necessary to run that overseas service. I do not see how you could charge that 
to anything else. 

Mr. Fuuron: But it could be operated, I would suggest, with considerable 
less capital and equipment. devoted to that service, than is the case now. Let me 


say that I was very impressed by the minister’s statement last night that he 


would not care to forecast an overall profitable situation on that service within 
five years. I would now like to direct the minister’s attention to his statement 
made before the committee last year on page 257 where he said: | 
“Right Hon. Mr. Hows: The problem of this air line is to increase 
its revenue by at least $2,000,000. I won’t operate an air line very 
long which is in red ink.” 


I entirely agree with the minister in that last sentence which I quoted; 
and since he does not foresee any prospect of coming out of the red ink on the 
Atlantic service for a very lengthy time, I would ask him whether he would 
modify his former statement? ! 

I can see no justification for asking the taxpayers of Canada to subsidize 
a service which relatively few of them can ever use; whereas, if greater attention 
was given and a greater share of capital equipment was operated on domestic 
service, a service which they can use, we would thereby reduce our deficit. 
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Right Hon. Mr. Hows: I am not prepared to recommend to the government 
that we abandon the North Atlantic Service. The British Overseas Airways 
operate routes similar to ours and I have heard no suggestions that their over- 
seas services should be curtailed because they are not ps aaah I believe the 
loss on their services last year was about $40 millions. 

Mr. Drew: No, not on B.O.A.C.; that was their combined service. 

Right Hon. Mr. Hower: That is true. 

Mr. Drew: B.O.A.C. last year lost less than the T.C.A. 

Right Hon. Mr. Howe: No! 

Mr. Drew: Yes, and I can produce the report for you. 

Right Hon. Mr. Hows: I would be glad if you did so. 

Mr. Fuuton: I would refer particularly to the Bermuda-Caribbean service 
where the revenue figures show a very very great disparity between the cost 
of operations and the revenue produced; whereas the deficit on the Bermuda- 
Caribbean service is a very high percentage of the total revenue of $1,160,000 
total revenue, and the deficit is $832,000. On the North Atlantic service the 
deficit was not nearly as high a percentage of the operating revenue. My remarks 
are directed particularly to that Bermuda-Caribbean service which I would 
consider is in the nature of a luxury service. 


Right Hon. Mr. Hows: It has the effect of utilizing aircraft and crews which 
would otherwise be idle. Those are crews for the North Atlantic service who 
otherwise would be idle because there would be no traffic to warrant keeping 
them in that North Atlantic service during the winter months. It would probably 
mean laying off pilots. We should remember that it has cost $25,000 to train 
each pilot. We cannot keep air crews waiting around without work for six 
months of the year. This service actually provides employment for those crews 
for a few months of the year. It is a new service and I think it is building up 
very nicely. 

Mr. Futon: But that is not what you said last year. 

Right Hon. Mr. Howe: Oh, I am not at all interested in what I said last 
year. 

Mr. Futron: But I am. 


Right Hon. Mr. Howe: Then I will let you quote it and: I will not worry 
~ about it. 


Mr. Futron: You are a responsible minister and I would be interested in 
your comments and remarks which you made last year, when you said: “I 
won’t operate an air line very long which is in red ink”’. 


Right Hon. Mr. Howe: But I did not specify what “very long” means. 
Perhaps it means two or three years. Perhaps it means another five years. We 
are trying to bring that North Atlantic service into balance. And as I say, it is 
going to be a long pull. Canada cannot support the traffic lines that the United 
States can support with their population which is fifteen times larger than ours. 
We are rendering a creditable service across the North Atlantic and we are 
trying to develop other routes which would be valuable to Canada. We have 
always regarded the West Indies as our child. We have build steamers to run 
down there. We lost some steamers in the war and we are not replacing them. 
But we are trying to make up for their loss by running aircraft instead. We 
are running aircraft down there in the summer season on a minimum schedule 
and we are running a service in the winter season to the capcity that the traffic 
justifies. In doing so we lighten the burden of overhead on the North Atlantic, 
and we hope to have an operation which will pay out, but it will take time. 


Mr. Fuuron: I do not see any comparison between steamship service and 
air line service. We were told that the steamship service was operated to dis- 
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charge an obligation originally made under a trade agreement. Moreover, that: 
service is a freight service. 


Right Hon. Mr. Howe: It also carries passengers although it does not carry 
as many passengers now as it used to, because we have not as many passenger 
boats. Therefore we are supplementing the steamer service with aircraft. 


Mr. Futron: Your aircraft service is a new type of service altogether. 


Right Hon. Mr. Hown: But it moves people between Canada and the West 
Indies as did the boats. 


The CHAIRMAN: Is not this a discussion which should take place when the 


time comes for preparing our report? 


If you intend to move that the North Atlantic service be discontinued, then 
of course the discussion would be in order at that time. But should we not make 
a real effort? I think we are practically through with the consolidated balance 
sheet which is the last item we have to deal with before releasing our T.C.A. 
officials. So could we not make a real effort to finish this up and release them? 


_ Mr. Fuuron: There is one thing I would like to follow up. You keep refer- 


ring to the Trans-Atlantic service. I have tried to make it clear that I am 


referring particularly to the Bermuda-Caribbean service and I am asking a 
question to which I have not yet received a direct answer: whether we could 
not curtail that service, and by curtailing it divert more of our attention and 
equipment to the domestic service in the hope of providing a better and more 
complete service to the people of Canada, one which they could use, and one 
which would help to eliminate a part of our deficit? 


Right Hon. Mr. Hown: We have more crews and aircraft on the domestic 
service than we can use in winter. It would be quite impossible to absorb those: 
aircraft from the Atlantic service into the domestic service in the wintertime. 
We could, of course, release those crews hoping that in the spring they would! 
come back to us again, and we could put the aircraft up in mothballs. In doing 
that however, you would not lessen your depreciation charges on the aircraft. 
You would of course save the salaries of the crews if you fired the crews, but it 
is better to keep both the aircraft and the crews working and that is the purpose 
of the lines to the West Indies. 


Mr. Drew: Is this not the point that is raised? There is not any suggestion 
of abandoning ‘the trans-Atlantic or abandoning the Caribbean service. As Mr. 
McGregor pointed out yesterday the big load on the trans-Atlantic is at the time 
of the low point in the Caribbean service, and the big load in the Caribbean 
service is at the low point of the trans-Atlantic service. The point that presents. 
itself to me, which I understand Mr. Fulton was pressing, was as to the pos- 
sibility of an adjustment of schedules which would make it possible to utilize 
the aircraft to the maximum by reducing the number of services to the Caribbean 


and the southern area in the light period, moving those aircraft into the trans— 


Atlantic service and vice versa. | 
Right Hon. Mr. Hows: That is exactly what we do. 
Mr. Drew: Not to a point which reflects itself, apparently, in the occupancy 


of the aircraft. Is it not correct that you have aircraft travelling with light 
loads in the summer months in the Caribbean service? 


Mr. McGrecor: Quite light loads, if I may answer the question, Mr. Howe. 
However, you must maintain a certain minimum number of flights, and we have 
reduced the flights to one a week in the off season. Below that. you are not con- 
sidered to be operating a scheduled operation. 

Mr. Drew: It was reduced to one a week last summer? 


Mr. McGrecor: Yes, and I still am of the opinion that the paucity of traffic: 


is largely the result of the monetary situation as between the sterling area and. 
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-Qanada.: This is something sdiek I hope mueh sisal itself or ao rectified it 


the not too distant future. 


-Mr.:Futton: You spoke of puibling on auothe domestic serviee in the s sum- 
mer. “I do not see then why you cannot cut down your Atlantic service or the 
south Atlantic service and utilize your aircraft in the summer right here at home 
and by: an extension of your special low rate winter charge domestic program 
increase: that movement. and gradually thin down your Caribbean movement, 
and by increasing your domestic movement secure a better return on the money 
that. the. taxpayers in Canada are called upon to pay. 


Mr. McGrecor: I must have failed miserably because I have aed Hee two 


‘days to-make the point that is firmly held, not only by this airline’s executive 
‘but by all others that I know of, that a profitable operation hinges on the basis 
‘of getting as flat as possible the chart showing the traffic carried over twelve 
months of the year. I understand you to suggest that we take such action as 
would lead to a further humping of that chart in the summer season, by rednemng 
summer. fares. 

Mr. Fuuton: My suggestion was exactly the opposite. Your heavy load 
period on the domestic service, as I understand it, is during the winter months. 
You say that you are increasing your passenger occupancy by your present 
program of special rate concessions and you told us, as-I understood it, that 
you expected further improvements and benefits from that program. Now, the 
point I am trying to make is that I thought your efforts should be concentrated 
upon that to the exclusion of your efforts to improve your Caribbean service 
which, it seems to me, on the basis of the revenue and expense situation last year, 
has resulted in an increased deficit. What I am trying to say simply is that I 
would think it would be preferable to devote your efforts to building up the 
domestic service and to gradually reduce your other service because the one 
‘seems to me to show a much greater profit potential than other. 


Right Hon. Mr. Howse: Well, in the month of June we will be running every 


aircraft that we own to capacity and turning away passengers, except on the — 


aircraft, or perhaps one, maybe two, that are used in the Caribbean in the 
off-season making ‘the one trip a week. Now, I do not think we can do better 
than that. 

_ Mr. Drew: You are ea of ie year. 

_ Right Hon. Mr. Howe: Yes, and of what we are anticipating this year. We 
never have seats enough to take in all the traffic offering from June to Sep- 
tember and we have far too many seats in the wintertime. In the wintertime 
we therefore put them on the routes where we have traffic possibilities, that is 
on the southern routes. I do not know whether we can do better than that. In 
fact I think you are asking us to do exactly what we are doing. 

Mr. Fraser: That Caribbean run. will be only one a week through the sum- 
mer months? 

Mr. McGrecor: Yes. 

Mr. Fraser: What are you running now? 

Mr. McGrecor: Three a week. 

_ Mr. Fraser: Have you a landing field or any landing spot between Toronto 
and Tampa where you could drop down in case of necessity? 

Mr. McGrecor: Traffic-wise we could not do that. . 

Mr. Fraser: I know but you would have made arrangements for that would 
you not? Suppose a storm came up or something cropped up? I know you are 
away up above the weather and all that, but could you land any Beat if you 
wanted to? : 
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» » Mr. McGrecor: Any flight has a right to land at any field. 

Mr. Fraser: And the passengers will just have to stay there in the plane, 
they cannot be left there? © Se ae : ea 
_ Right Hon. Mr. Howe: Well, we get across the north Atlantic without land- 
ing in the Atlantic and I think we can get between Toronto and Tampa without 
having .to land. 3 . ee: 

Mr. Fraser: What I was getting at was, the passengers are not allowed out 
of the ships. They would have to stay there and go on again. 

Mr. McGrecor:: There is no right to sell a ticket to any point other than 
Tampa. : 
, Mr. Fraser: I knew they could not. leave the plane but you would have the 
right to drop down into a field if you felt it was necessary ? 

Mr. McGrecor: That is a universal right. 

The Cuairman: Any further questions on page 7? Carried? 


Mr. Drew: You were dealing a moment ago, Mr. McGregor, with the main- 
tenance of engines in answer to some questions asked by Mr. Fulton. Now, I. 
notice by the varying figures of engines in use it is obvious that these fluctuate. 
Have you the figures as to the total number of engines that T.C.A. has bought, 
Pratt and Whitney engines for the DC-3’s and Rolls Royce engines for the North 
Star? | : 

Mr. McGrecor: You mean as distinct from the number we have in service 
at the present time? 


Mr. Drew: I am talking about the total number of Pratt and Whitney 
engines that have been bought either with the aircraft or otherwise both for the 
DC-3’s and the North Stars. — 


Mr. McGrecor: I was just trying to think why the number bought should 
be different from the number in service at any. one time. There has been one 
Rolls Royce engine scrapped and I cannot think of a Pratt and Whitney engine 
which has been scrapped in respect of DC-3’s. There were Pratt and Whitney 
engines destroyed which were in service in the Lockheed Lodestars: Otherwise, 
I would say our purchases and the figure of in service engines, which I have 
given, would be the same. 


_ Mr. Drew: You see, that hardly explains the situation because the figures 
for July 1948 show 76 twin row Pratt and Whitney engines in operation and 148 
Rolls Royce engines. The figures for July 1949, which you supplied in the 
answer you gave, show 76 twin row Pratt and Whitney engines and 132 Rolls 
Royce, which is a reduction of 16 in the number of Rolls Royce engines. What 
is the explanation of that? 

_ Mr. McGrucor: The five aircraft each carrying four engines which were 
returned to the R.C.A.F., that is the M-1’s and there were some purchases in. 
addition to that. 


Mr. Drew: Then, if there were some purchases it is obvious there have been 
purchases during this period? 
Mr. McGrecor: I beg your pardon? 


Mr. Drew: If there were purchases then there must have been purchases 
separate from the aircraft themselves. 

Mr. McGrecor: What I said, Mr. Drew, is I could not think why the number 
of engines purchased should be different than the number of engines now in ser- 
vice. We naturally returned the engines with the M-1 aircraft that we returned 
to the R.C.A.F., which accounts for twenty. 


Mr. Fuuron: Then you !bought eight more? 
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Mr. Drew: Do you show in your statement the engines of the machines 
that you had on loan as being Trans Canada Air Lines engines? 
Mr. McGrecor: Those are figures for engines in service. 


Mr. Drew: It cannot be a difficult figure to obtain. If you would give a figure 
from your record, submit it, you can submit it personally or have it placed on 
record with the committee, showing the purchases of Rolls Royce engines at 
various times? | 

Mr. McGrecor: I can do that but if it is satisfactory to you, Mr. Drew, I 
would think that it is almost certain that our purchases of Rolls Royce engines 
would be 132, including those delivered installed. 

Mr. Drew: Would you check that and let us have the figures with the dates 
on which those engines were purchased, and if it is found that any engines have 
gone out of service for any reason that you mention, would you just let us have 
the date as of that time? 

Before we pass on from this page it was mentioned that there are other 
officials of Trans Canada Air Lines here. What other officials was it intended to 
call as witnesses, Mr. Chairman? The answer to that question will govern the 
questions that are to follow. f 


The CHAIRMAN: The witnesses in attendance in addition to Mr. McGregor 
are Air Vice Marshal Cowley, Director of Air Services, and Mr. C. P. Edwards, 
the Deputy Minister of the Department of Transport for Air. 

‘Mr. Fuutron: Are there no other T.C.A. employees here? 

The CuatrMAN: There are other officials here. I have given you the names 
of the men who have been in the habit of appearing before this committee. I 
can give you the names of all the officials who are here.3y',. 7 

Mr. Drew: Have you the list? 

The CuatrMAN: I have not, Mr. Drew, but I can get it. 

Mr. Drew: Is Mr. Cooper here? | | 

Mr. McGrecor: No. 

Mr. Drew: Mr. McKim? 

Mr. McGrecor: No. | 

The CHarrman: Mr. Cooper was here last week on C.N.R. business but he 
is not here now. The only executive officer of T.C.A. who is here in respect of 
the hearing is the General Auditor, Mr. Harvey, who is on my right. 

Mr. Drew: Mr. McGregor, just see if you can check up on your recollection 
of this, and let me know if you could answer this: tell me whether or not you 
agree with the answers which I am going to read from the report of the applica- 
tion of Trans-Canada Air Lines before the Civil Aeronautics Board at Wash- 
ington on August 30, 1949, and I am reading from page 147. On that page Mr. 
Cooper was making a certain statement in regard to the preparation of cost 
figures. I understand you were present at that time and you can say whether or 
not your recollection of this is what I am about to read. I will just read the 
following questions and answers which will explain to you what is in my mind 
and then you can say whether or not you recall them. 

Mr. McGrecor: I think I will be able to tell you whether that was when 
I was there or not. There were three hearings in connection with that application. 

Mr. Drew: You attended on the morning of August 30, and in the afternoon 
of August 30 Mr. Cooper was there; and I am starting to read at line 19 on 
page 147: 6 

7 Q. Have you any exhibits which would show whether or not your 
trans-border services, operating without the rest of your North American 
services, are making money?—A. I couldn’t answer that. No. So far as 
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the accounting part is concerned, we do not make that separation. 
Whether the management of Trans-Canada make estimated computations 
of those separate results, I don’t know. 

Q. You then, as the man who is presumably in charge of income 
statements and consolidated balance sheets, wouldn’t know whether your 
Toronto-Chicago operation or your Toronto-New York operation were 
profitable in and of themselves?—A. I wouldn’t know. 

Q. You haven’t any figures with reference to revenues and expenses 
which would show that?—-A. We would easily be able to determine the 
revenues, but it would be a matter of considerable work to get the 
expenses. 

Q. You don’t have them, though?—A. I do not have them. 

Q. Do you think, as an expert in accounting matters, there is any 
way of telling whether or not you are making money on a particular 
route unless you have figures like that?—A. I think the management 
would know that. 

Q. The would know it?—-A. Yes, I think they would know it. 

Q. How would they know it if they haven’t the figures?—A. They 
have other people than accounting people. 

Q. Do they have any figures that are submitted to them that would 
show whether they are making money on the Toronto-New York run? 
A. I don’t know. : 

@. Well, I am asking you as an expert in accounting and comptrolling 
matters whether you would ever accept anybody’s opinion as to a matter 
of that type without figures —A. Well, my answer to that would have to 
be by way of explanation. In the beginning we asked our management 
to what extent they wanted us to break down the accounts of Trans- 
Canada by routes, and we pointed out that it would be a matter of 
expense, but that it could be done, by dividing the expenses, that is, the 
Common expenses, on certain agreed arbitrary bases. And the manage- 
ment said, ‘No, we don’t wish you to undertake that work,’ and we 
haven’t done it.” 


Is that in your opinion a correct statement of the situation? 
Mr. McGrecor: Yes. | 
Mr. Drew: He says in the last answer I read there that they asked the 


management if they wanted a breakdown showing the expenses of operating 
that route and the management said they did not want that ; is that correct? 


Mr. McGrecor: Yes, that is correct, because I do not believe it is humanly 


possible—and, again, that opinion is shared by other air lines with greater 


ramifications than our own—that it is not possible to segregate the cost of one 
route, and I know of-no instance where that has been done. It is possible to 
segregate costs as between let us say our Atlantic service, our North American 
service and our southern service, to segregate it with respect to major sub- 
divisions; but to carry the segregation beyond that point down to individual 
routes, or sections of an operation, I do not believe is practical and, even if you 
were to try to do that, to figure out the actual amount of money spent on a par- 
ticular operation on a particular route, I doubt very much whether the end 
figure you would get would be of much use to you, because that figure would be of 
extremely doubtful accuracy. 

Mr. Drew: Well, Mr. McGregor, without in any way debating the question 
with you I think you will agree that with men in charge of management—having 
in mind particularly the business men of today—at the present time the very 
general practice in every business activity is to establish a system of cost account- 
ing which indicates the actual net position of every operation, every phase of 
operation with which that business is concerned. As you suggest, this may be a 
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relatively small operation compared to your whole system, but I do not believe 
there is any company operating today which does not have a cost accounting 
system which with as great a degree of accuracy as possible allocates to each 
department a proportion of overhead and management costs and:.all the other 
costs; and the purpose of that, of course, is so that they will be able to know 
at the end of each operating period, whether it be a month, six months or what- 
ever it maybe, how much they are losing or how much they are making on the 
basis of this cost a¢counting set-up. Can you see any reason why a system 
similar to that should not apply to the operations of Trans-Canada Air Lines? 

Mr. McGrecor: That same system in great detail does apply to the opera- 
tions of Trans-Canada Air Lines, but you cannot make a segregation from it of 
what it costs you to operate a particular aircraft on a route which runs 280 
degrees as compared to another going at 180 degrees. But in greatest detail we 
‘assess the cost of operation on that aircraft by major sub-divisions; let us say as 
between the Atlantic division, the southern division, and the domestic operation. 

Mr. Drew: That seems a little bit difficult to understand. I understand you 
to say that the cost was higher on that short operation you have between Van- 
couver and Victoria. 

Mr. McGrecor: Are you referring there to the statement I made regarding 
the rate between those two points? | | 

Mr. Drew: Yes. 

Mr. McGrecor: That is not what I said. I said that the cost of the ticket 
selling and, the stimulation of business and the advertising is a fixed sum and 1s 
similar across the country, and when that. is applied to a larger number of 
miles it has a different effect than when it is applied to a short run. 

Mr. Drew: Well then, Mr. McGregor, why is it that you charge a higher 
rate per mile on that section of the line? ee 

Right Hon. Mr. Howe: He just explained that. We know the station cost, the 
the cost of selling tickets, and so on, and that such costs are greater for a short 
flight than for a longer one. . 

Mr. Drew: You didn’t give a breakdown. | . . | 

Mr. McGrecor: I said that. We made a very detailed analysis but that it 
could not be segregated as between routes. 

Right Hon. Mr. Hows: Having established the fact that he has no figures 
by routes, let us drop that. . 

Mr. Drew: I am not going to suggest that he did not have any figures— 

Right Hon. Mr. Hows: He gave you what it costs to sell tickets, that it was 
proportionately higher on a short route and lower on the longer routes. 

Mr. Futon: Well, suppose you sell more tickets. : 

Right Hon. Mr. Howe: The cost of selling tickets is averaged over the 
country. - | 

Mr. Fuuron: It seems to me to be a most arbitrary kind of allocation. 

Right Hon. Mr. Howe: What does it matter anyway? We know what it 
costs for the system, we don’t care what area it applies to. 

Mr. Futon: But the taxpayers are interested. | 

Right Hon. Mr. Hows: Oh well, now. 

_. Mr. Drew: I am rather surprised that the minister should say that, that 
we don’t care. That is one of the reasons we should go into this matter regarding - 
this particular government operation. We should deal with it as a committee 
as a practical operation, a government business, and not as though it were a 
mythical ephemeral body about which you cannot ask a question. is ih 

Right Hon. Mr. Hows: But Mr. Drew wasn’t asking questions, he was 

making statements, reading from that report. He can’t do that. 


— 


‘ 


~, 
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. °° Mrs Drew: Do you agree, Mr. McGregor, that ‘the figures. do not exist 
from which you could break down the cost on a reasonable basis of distribution, 


the estimated cost in regard to each one of these route operations? 
_. Mr. McGrecor: Absolutely, I say that it is impossible to apply costs, 
except as to the operation of the North Star aircraft as between major divisions 
of the company. | | 
_Mr. Drew: But you can supply it for the system as to major divisions? 
Mr. McGrecor: Yes; but I say to apply that as an average cost with 
respect to any one expense item to any one route is absolutely inaccurate. 
Mr. Drew: Mr. McGregor, how would you possibly, going before your 
board of directors, be able to say to them that you think a certain type of 


service should be given on a particular route, or a certain type of aircraft should 


be continued or discontinued on a particular route, unless you are able to put 
before them at the same time your estimate as to what the actual earning 


and expenditure situation is on that route? 


Mr. McGrecor: That could easily be done with respect to any one given 
set of conditions. If we have the aircraft and the personnel available for a 
particular route we can calculate what will be the out-of-pocket expense, and 
associated with that quite obviously the revenue that would be derived from it; 
and if the result of the comparison of the out-of-pocket expense with the 
anticipated revenue showed a losing operation it would not be approved, but 
if on the other hand a comparison of those figures showed a possibility of net 
earnings, that would be a basis on which to approve it. ‘ 

Mr. Futton: When you go before the Air Transport Board to have your 
application for tariffs approved, what figures do you use? You must surely 
show what it costs to operate a line, and what the anticipated revenue will be, — 
how much traffic you anticipate and what you figure it will bring in; and you 
must know how much it will take to carry the line, to cover the cost of the 
operation, and therefore to determine whether or not the rates you are 
applying for are justified. 


Mr. McGrecor: Mr. Fulton, I think the Air Transport Board, as I under- 
stand it, in the ratification of our proposals on fares, base their considerations 
principally on the need of the public. If we make a proposal which is in their 
opinion in the public interest it is approved, and if in their opinion it is not 
in the public interest it would not be approved. I do not think the Air Transport 
Board are interested in the efficiency or inefficiency of the operation. 


Mr. Grorce: We seem to be repeating ourselves. If it igs in order, Mr. 
Chairman, I move the adoption of pages 16 and 17 of the report. I do not know 
if I am in order or not. 


Mr. Drew: Mr. Chairman, I am hoping that this committee will be able 
to make recommendations that will be of assistance to Trans-Canada Air Lines, 
and I want to place before the committee certain things which I think indicate 
very great need for an examination of the business methods of Trans-Canada 
Air Lines; and I am not being critical of any official. I am pointing out that 
this is a wholly-owned subsidiary of the Canadian National Railways and 
that for a time when it was operated by the Canadian National Railways it 
operated at a profit. It is still being operated by the Canadian National 
Railways as their own company, although much of the time it would seem as 
though the minister regards it as his own operation. I want to read again 
from this report and ask Mr. McGregor whether or not he recalls this, because 
he was present when this was taken down, and I would like to read into the 
record what it says with respect to the situation in regard to this company. 
I now read from page 148 of the report of the Civil Aeronautics Board hearing 
with respect to the application of Trans-Canada Air Lines, under date of 
August 30, 1949, reading from page 148: . 
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“Q. Do you think, as an expert in accounting matters, chore is any way 


of telling whether or not you are making money on a particular route unless 
you have figures like that?—A. I think the management would know that. 

Q@. They would know it?—A. Yes, I think they would know it. 

Q. How would they know it if they haven’t the figures?—-A. They have other 
people than accounting people. 

Q. Do they have any figures that are submitted to them that would show 
whether they are making money on the Toronto-New York?—A. I don’t know.” 


Right Hon. Mr. Howe: Mr. Chairman, I wonder how many times my 
honourable friend is going to read that particular plece of evidence into the 
record? This is the second time at least. 


Mr. Drew: I have no intention of reading it a second time. Let me start 
at the bottom of the page. . 


The CHAIRMAN: There is a motion before the chase 


Mr. Drew: I would like that motion to be put to see whether discussion 
is going to be closed off. 


Mr. McCuutoucu:. I will second Mr. George’s motion. 
| Mr. Drew: I would like the question to be put, and to see whether discussion 
is going to be closed off here. 

The CuHairman: It has been moved by Mr. George that pages 16 and 17, 
being the pages showing the consolidated balance sheet at December 3ist, 1949, 
be now adopted. 

Mr. Giuuis: Just before you put that motion, we do not want to make it 
appear that this committee is applying any ‘gag ‘rule’. The motion made by 
Mr. George applies to the two pages under consideration, but the subject matter 


being discussed by Mr. Drew, in my opinion, has no reference to these two pages. 


Mr. Drew: Oh yes. 


Mr. Grits: No, it has not. Mr. Drew is discussing the methods of account- 
ing carried on by Trans- Canada Air Lines and he has read from a document 
about an inquiry held in the United States. It was with regard to the routes 
which were in dispute recently. They are two matters which are not related 
at all. I am quite prepared to carry this balance sheet but I am not prepared 
to shut off discussion on the subject matter that is under consideration. 

I think the chairman should have ruled long ago whether that particular 
document had any relation to this committee. I do not think that it has but, 
at the same time, we have listened all afternoon to a technical discussion on 
accounting and I know most of the members of this committee are not qualified 
in that field. I am quite satisfied, as far as I am concerned, that T.C.A. has 
experts in the field and I am not questioning the methods they adopt. 

However, | wish Mr. Drew would do this. Rather than enter into just a 
straight argument with Mr. McGregor on this particular matter, if he has any 
ideas in mind with regard to changes, would he make some specific recom- 
mendations to the committee so that. we can vote on them? I want it to be 
understood that as far as I am concerned I am quite prepared to adopt these 
two particular pages on the grounds that they have no reference to the discussion 
Mr. Drew is carrying on, and, if the chairman rules that the document is in order, 
then I wish Mr. Drew would make some recommendations with reference to the 
subject matter of the document. We are not closing him ae but we do want 
to get through with this report. 


Mr. Fraser: The effect of the motion is to shut off Pree ee 
Mr. Gis: No. 
Mr. Fraser: Yes it is. 


The CuairMan: In reply to your question, Mr. Gillis, I would say that any 
member of this committee is quite within his rights in reading from any docu- 


ae 
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\, : 
ment that he wishes to read from, and then asking the witness whether he agrees 
or disagrees, and if so why. I take it that is what Mr. Drew has been doing. 

I know that he does not want to—well, ‘wear out his welcome’ kind of thing 
—but I wonder if you would indicate, Mr. Drew, if you were left uninterrupted, 
just how long you think it would take for you to develop the points which you 
wish to develop? I hope this is not in fulfillment of the threat you made last 
night. 

Mr. Drew: I made no threat last night; I simply made the statement that 
we were not going to finish before Easter because there were a number of wit- 
nesses to call. : 


The Cuairman: You said it would not speed up the work if we sat last 
night. : 

Mr. Drew: I said that it would not facilitate the hearings of this com- 
mittee, and you will recall that it was in reference to an earlier suggestion that 
we would be finished by tomorrow. I pointed out that was not possible because 
there are witnesses to be called who are not here. 

_ The Cuatrman: If you are given a free hand, without interruption, would 
you indicate how long it will take you to develop the point you wish to make— 
without being needlessly hurried? | 7 

Mr. Drew: I should think it will take me about fifteen minutes to cover 
the points that I have here if I am permitted to read and then ask questions : 
but I would also point out, in relation to the remarks that have been made, that 
there is on this very page of the consolidated balance sheet statement— 

The CuarrMan: I have not ruled against you on that. 

Mr. Drew: But I want it on the records, in view of the statement that was 
made, that on this page we have a deficit of $4,317,593, and that everything that 
goes into it helps create the deficit or otherwise, and is therefore now under 
consideration. ; | 

The Cuatrman: I have not questioned that at all and if ten or fifteen 
minutes will clear this up to everyone’s satisfaction I think that we had better 
go ahead. If the mover and seconder will permit me I will withhold the motion. 

Mr. Drew: The reason I was reading this is simply that it relates to the 
method of accounting and I think we should know what the answer is. I apologize 
for having read the page before but, I admit that in picking up the book I 
started on the previous page, I am now reading from page 149, starting at line 16. 

Right Hon. Mr. Hower: May I interrupt to ask who is asking the question? 

Mr. Drew: Mr. Cooper. 

Right Hon. Mr. Howe: No, who is asking the questions? 

Mr. Drew: Mr. Gewirtz. 

Mr. McGrecor: He was counsel for Colonial Air Lines. 

Right Hon. Mr. Howe: He was a hostile counsel. 

Mr. Drew: These are the questions and answers that were given on the 


hearing in Washington. I am simply reading what statements were made. 


“Q. You are the comptroller, are you not, Mr. Cooper?—A. Yes sir. 

Q. Would you not be familiar with the fact as to whether anybody else 
in the organization is messing around with figures of this type?—A. I don’t 
quite agree with your description of “messing around’— . 

Q. Use it any way you want to—A. But answering your question perfectly 
sincerely, I do not know whether the management, in some method other than 
through the accounting department, do take out figures on these routes 
separately. / | 

Q. You refer to management of Trans-Canada. Are you not involved in 
the management of the air line?—A. I am the comptroller. 
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Q. Is there anybody other than you who has a ieear or other responsibility 
for financial data?—A. Not the ultimate a data. I am responsible: for 
the accounts of Trans-Canada. 

Q. Are you responsible for lctatnlinations of addition and subtraction 
which would show the extent to which Trans-Canada is or is not making money 
on its total operation?—A. Yes. 

Q. You have stated that as far as you know, you have never been author- 
ized, for certain reasons that are not particularly important at this time, to make 
any ‘breakdowns on a route basis?—A. That is so. 

Q. Would it be within the normal course of managerial sea of Trans-, 
Canada for you to know whether anyone else within the organization or manage- 
ment of the company were participating in studies or analyses of that type?— 
A. Well, it might be a matter of opinion as to whether I should know or I 
shouldn’t. But I am telling you that I don’t, and if it is held that I should, 
then, I suppose I ought to perform my duty. 

Q. Well, I am asking you whether you think that, within the normal com- 
pass of your responsibilities, the preparation of data of that type would come 
within your orbit of responsibility? 

A. It would not. Are you speaking of the breakdown? ere 

Q. Yes. : 

A. It would not. 

Q. You mean that anybody in Trans-Canada, despite the fact that you 
have said that one of the reasons you haven’t done it was because of the expense 
involved, that anybody in the organization on company time could go ahead 
and make any kind of breakdown he wants, without reporting to you? 

A. Could be. 

Q. Is that normally the way the company is run? 

A. I don’t know how other companies are run. 

Q. Are there lines of responsibility with respect to particular sroblems 

A. I would think so. We operate on a departmental basis. I don’t know 
what the purchasing department is doing; I don’t know what the law depart- 
ment is doing; I don’t know what the research department is doing. They may 
be getting out figures. If they are, it is all right with me. It does not affect my 
responsibility, which is the certification of accounts of the company. My duty 
with respect to this particular matter would begin if I were required by the 
management or by the government, or by any outside party to furnish revenues 
and expenses by routes, and that has not been done. 

Q. Then, as far as you are concerned, as far as you know, there is no 
available data on that subject? . 

A. Not to my knowledge. 

@. Do you know what the differential is beiree United States average 
monthly salaries and the salaries paid by Trans-Canada to emus in classi- 
fication such as pilots? 

A. I wouldn’t know that.” 


Now, first of all Mr. McGregor, you do recall those questions and answers, 
do you? 


Mr. McGrecor: Yes. 

Mr. Drew: You will agree that the comptroller is the man in charge of 
the methods of accounting within your organization? 

Mr. McGrecor: Yes. 


Mr. Drew: And you accept that as the statement he made as to the way 
he carries on in that capacity? 


Mr. McGrecor: Yes. 
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Mr. Drew: Then in regard to his last statement as to the comparative 
salaries paid to pilots, other air crew, and ground crew, have you figures which 
would give the comparative payments to Canadian pilots, air crew, and ground 
personnel? 


Right Hon. Mr. Howe: We just decided that we were not going to give 


that information. 


Mr. Drew: I beg your pardon? 

Right Hon. Mr. Howr: We just decided that we would not give that 
information. 

Mr. Drew: I do not know whether there was any question of this dealt 
with this morning. After all, we have been talking about the relationship of cost 
on other air lines and I should think this is one very important question of 
operating cost. 

The CuairmMan: The matter was gone into in a general way in an earlier 
part of pur inquiry and, if I remember correctly, Mr. McGregor stated on the 


over-all average that wages were higher in the United States than in Canada. 


Mr. Knicut: 15 per cent. 

Mr. Guus: In order to have the complete picture, may I just know what 
that document is which you read? | 

Mr. Drew: This is an official record of the evidence that was taken on an 
application by Trans-Canada Air Lines before the Civil Aeronautics Board in 


_ Washington, heard on August 30th and 31st last, and that application was for 


authority to operate a route from Montreal to New York. 
Mr. Gituts: What is that record you are reading from, Mr. Drew? Is that 


_ 4 court record from the United States? 


Mr. Drew: The people I obtained it from are the Columbia Reporting 
Company, official reporters in Washington. 

The Cuatrman: The evidence you are reading from, Mr. Drew, is a cross 
examination made by counsel for Colonial in cross-examining one of the T.C.A. 


witnesses? 


~ 


Mr. Drew: That is right. 


Mr. Guus: And Colonial contested Canada’s right to put an air line in 
there. | 


Mr. Drew: There were a number of counsel there, I can cheek with you. 
Mr. Ginuis: These questions and answers were designed to help T.C.A.? 
Mr. McGrecor: ‘Oh, quite the reverse. They were propounded by lawyers 


_ representing intervening air lines. 


Mr. Drew: I presume that whoever answered these questions told the 
truth. ; 


Mr. Gituis:: What I am concerned about is the motive in asking those 


questions, 


Mr. Drew: What I am concerned about is whether the answers are accur- 
ate answers. ; 

The CHatrMAn: Mr. McGregor has said that the answers are accurate, 
and I think Mr. McGregor did inform the committee that wages and salaries 
for ground crew and air crew were, on the overall average, about 15 per cent 


higher in the United States than in Canada. 


Mr. McGrecor: It was approximately 10 per cent to 15 Der “cen tinier, 
remember my answer. 

I think we might be of some help to Mr. Drew in the matter of pilots’ 
salaries because the question as worded is impossible of answer. The whole basis 
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of pilot payment in the United States is entirely different to that in Canada, and 
I would think that what the comptroller was saying was exactly the correct 
thing when he said that he was not in a position to compare them because they 
are no more easily to be compared than apples and lemons. 


Mr. Drew: Are the pilots here unionized? 

Mr. McGrecor: They belong to an association, yes. 

Mr. Drew: Is it a union? 

Mr. McGrecor: It has the effect of one, but it is not so designated by 
name. 
Mr. Drew: I thought it was described as a union. 

Mr. Giuuis: An employees’ association. 
Mr. Drew: Is it an international organization? 
Mr. McGrucor: No. It is the Canadian Air Line Pilots Association. 

Mr. Drew: There is no association, I mean a similar association, in the 
United States? 

Mr. McGrecor: It is not affiliated. i 

Mr. Drew: That is fine. 

Mr. Grius: It is a straight company union. 

Mr. McGrecor: No. It is all Canadian air line pilots. 


The CHAIRMAN: Please do not interrupt Mr. Drew any more than you have 
to because the time is running. 


Mr. Drew: Could you explain as closely as possible how you arrive — 


at the percentage difference that has been given, and explam in your 
own words how you could arrive at a comparison between what the Canadian 
pilot gets and what the United States line pilot gets? 


Mr. McGrecor: No, I do not believe that is possible for the reason I gave. 
I formed my conclusion of a rough approximation of 10 per cent to 15 per cent 
based on a few positions which I have discussed with United States air line 
people, positions which are directly comparable by description. I do not know 
whether the actual work they do is identical. But I do know~-the basis of 
compensation for pilots on the major air lines in the United States and on TCA— 
and with T.C.A. I group the Canadian Pacific Air Lines—and I can say that 
they are entirely different. : 

Mr. Drew: After all, there is no mystery as to why this would be a mat- 
ter of some importance. If this committee is to sive consideration to the points 
raised, they must know. Certain statements have been made as to percentages of 
expenses in regard to fuel and other matters of that kind which, obviously, are 
matters now before us for consideration. And if one is able to have some estimate 
of the difference in percentages of the salaries and wages paid to those in the 
service in Canada, then one is able, by taking the total payment to these 
people, to apply it along with other factors to see where we are arriving in the 


net result. Could you, with any degree of accuracy, under the headings of — 


pilots, air crew, and ground personnel, give us the percentage relationships?. 


Mr. McGrecor: I said that it is impossible to give them with any degree — 
of accuracy and I might explain why. It is British practice and, I think, Euro-_ 


pean practice, and the practice throughout Canada, not only in the TCA, to pay 


pilots fixed monthly sums with relation to certain commitments of flying time - 


which each must perform. 
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That salary varies with the qualification of the pilot as between 1st officer and 
captain, and it varies as to his duties, such as Atlantic, domestic, flat country, 
and domestic mountain country. We have an entirely different basis of compen- 
sation to that applying, as I understand it, to the major air lines in the United 
_ States where there is a flat sum of money paid by classification which is con- 
siderably lower than that salary to which I referred in Canada, but which is 
greatly augmented by what might be termed as piece work, being payment for 
the number of hours they fly. The earnings of United States pilots for that rea- 
son vary materially depending on how much work the company gives them. And 
that work, in turn, varies seasonally. That is the reason why I still maintain it 
is impossible to form any relationship between the two. 


Mr. Drew: I shall not press my question. So you would say that the 
relationship of 10 per cent to 15 per cent is nothing but a very loose estimate? 


Mr. McGrecor: Having regard to the overall personnel grouping. 


Mr. Drew: Can you givé comparisons in the case of air crew other than 
pilots and ground personnel? 

Mr. McGrecor: It would have to be an approximation because, again, the 
same work feature applies. | 

Mr. Drew: Are you in a position in that case to give what you regard as 
a reasonably accurate comparative basis? 

Mr. McGrecor: I would suggest that in the case of a cabin attendant in 
the United States who happened to have an overall reasonably full work month, 
that his remuneration would be something in the order of 15 per cent to 20 per 
cent greater than in the case of the T.C.A. 

Mr. Drew: And what about the others? 

Mr. McGrecor: As I said before, I would think that the overall staff of the 
air lines are probably, on the average, receiving remuneration to the order of 
10 per cent to 15 per cent less than in the case of air lines of comparable size in 
the United States. | 

Mr. Drew: Now, just relating back to what has already been said, and 
quite apart from what has been done in the past, do you not think it would be 
helpful if we had a basis like the ordinary cost of accounting set-up in an industry 
or other similar organization, if we had a breakdown so that we could form an 
accurate estimate of what your real operating position is on each of these routes, 
such as the Toronto to New York, the Montreal to New York, the Victoria to 
Seattle, and the other lines. 

Mr. McGrecor: As I said, if such figures could be accurately developed, 
they would be of great assistance. But the problem associated with developing 
figures as between routes has been discussed on numerous occasions with every- 
body associated with the problem including Mr. Cooper, to whom you referred. 
And after the most careful analysis of the problem, everybody that I have 
talked to who is in a position to have a good opinion on the subject believes 
that the figures would be a snare and a delusion for the reasons which I have 
already mentioned. 


The CHAIRMAN: Are you through now, Mr. Drew? 

Mr. Drew: Yes. 

Mr. Fuiron: May I ask if the Canadian Pacific air line pilots get the same 
salary as do the T.C.A. pilots? 

Mr. McGrecor: No. 
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Mvrii:Fraser: Is it more or less? : | 

Right Hon. Mr. Howe: I suggest that you subpoena officials of the Canadian 
Pacific Air Lines to give those answers. | a ou 

Mr. Fuuron: Mr. McGregor has said “no”. 

Mr. McGrecor: The association negotiates separate agreements with the 
companies of which its members are employees. | 

Mr. Fuuron: There is no standard rate per mile flown? 


Mr. McGrecor: No. 

Mr. Fuuron: Coming back to the Air Transport Board and the basis on 
which your rates are approved, you said that the Air Transport Board takes inte 
consideration only the public benefit. 

Mr. McGrecor: That is my understanding. 

The CHairman: If you are coming back again to your point that you 
believe that the people who travel from Vancouver to Victoria are paying too 
high ‘a rate may I say. that we have gone into that so carefully before that 
I would like to suggest to you that if you think there is anything wrong, would 
it not be a good idea to get the tariff in the United States for a similar length 
of route and take the matter up with the Air Transport Board? 3 

Mr. Fuuron: I am asking a question as to the basis. on which the company 
applies to the Air Transport Board for approval of its tariff schedule, and 
Mr. McGregor has explained with regard to the Vancouver-Victoria route. | am 
not going into that particular question again. I am relating this to the question 
of a breakdown of expenditures. 

Right Hon. Mr. Howe: Mr. McGregor also said that he thought the Air 
Transport Board did not go into the cost of the operation. They examine first 
as to public convenience and necessity and they compare the rates filed by the 
applicant with other rates for the same type of service. : 


Mr. Futron: But where there is no service in Canada, no similar eee as 
in many cases there is not, surely the Air Transport Board will take into account 
whether the rate charged is a reasonable remuneration for the service rendered. 

Mr. McGrecor: I do not think they do that. 

Mr. Futon: Otherwise, how can they arrive at the “public convenience and 
necessity”? 

Mr. McGrecor: I do not think the Air Transport Board is interested in the 
financial matters of the company which is filing the rates for approval, but rather 
with the value of the services to be rendered to the public. at 4 

Mr. Fuutron: Do they not ask you for the cost of your operation over a 
certain route, Mr. McGregor? 


Mr. McGrecor: Definitely not! 
The CHarrMAN: Are we unanimously agreed to carry pages 16 and 17 now? 
Carried. 


The CuarrMan: Page 18 “Income Account”. I think that has been pretty 
well covered already. 


North American Services 


Year 
1949 


$ 19,460,394.52 
5,400 ,000.00 
1,005,803 .36 
155,809.07 
106,257.92 
395,704.38 


$ 26,523,969 .25 


$ 6,334,459.95 
4,583,226.35 
4,158,908 .72 
3,260,681 .07 
1,508,178.15 
2,769,949. 30 
586,719.39 
1,504,368.17 
101,189.53 


$ 24,605,301.57 


$ 1,918,667.68 
. 2,867 ,426.81 


$ 948,759.13 
470,684.77 


8 1,419,443.90 


Year 
1948 


$ 14,869,577 .63 
4,648 775.41 
764,175.18 
124,742.89 
99,801.10 
359,864. 12 


$ 20,866,936.33 


$ 5,596,608. 14 
2,694,508. 91 
3,623,019. 48 
2,566,751. 24 
1,346 680.46 
2,043,684 .09 

416,194.28 
974,635.76 
12,111.68 


$ 19,249,970 .68 


$ 1,616,965 .65 
2,374,085. 64 


$ 757,119.99 
425,902.17 


$ 1,183,022.16 
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Operating Revenues: 


Passenger 
Mail 
Express and Cargo 
Excess Baggage 
Charter and Other 
Ineidenta! Services—Net 
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ey 
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Operating Expenses—Excluding Depreciation: 


Flight Operations 
Flight Equipment Maintenance 
Ground Operations 
Ground and Indirect Maintenance 
Passenger Service 
Traffic and Sales 
Advertising and Publicity 

General and Administrative 
Miscellaneous Incone—Net 


CC ee 
eae ee ces 
ee ey 
Peewee ewer errr eases ae 
Ce bee eee ee seer aererereas 
eo eee wera eeseos 
eee asc eees 


ey 


Ce eC ae 


Surplus or Deficit of Revenues 
~over Operating Expenses before 
Depreciation and Interest 

PC PRE CALIOB MMe hyo alscet eval tale sicleiscers ese weal os 
Operating Loss 
Interest on Capital Invested 


Ce ee ee ee 


ee eee seers ere 
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: The CHAIRMAN: Shall it carry? 


. Carried. 
The CHatrMAN: Page 19 “Flight Operations”? 


North American Services 


Year 1949 
$1,682,547 .81 


72,560.51 
164,464.19 
4,094,937 .68 
9,263.88 
296,183.29 
14,502.59 


$6,334,459 .95 


Year 1948 
$1,484,644. 26 


215,172.24 
190,852.42 
3,215,780 .92 
16,089.35 
472,241.76 
445.25 


$5,596,608. 14 


5100 FLIcgHT OPERATIONS 


23 Captains and First Officers... 
24 Other Flight Personnel........ 


28 Training—Salaries and Expenses 


36 Travel and Imcidental.,........ 
45 Aircraft Engine Fuel and Oil. 
5d Other SUPPlIEs. ied a Cava mikes 
55 Flight Equipment Insurance... 
74 Other \Hxpensesyui8 2 ew dient 


.$ 489,256. 


. 1,730,743. 
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Atlantic Services 


Year 
1949 


$ 7,095,687 .04 
1,178,653.41 
792,243.28 
55,017.83 
879,190 .82 
221,594.24 


$ 10,222,386 .62 


$ 3,022,061.39 
2,113,024. 54 
1,848 764.77 
1,796,806 .08 

603 875.22 
1,184,296 .65 

250 842.09 
667,785.93 
114,929.20 


$ 11,602,385.87 


$ 1,379,999 .25 


1,227 ,369.02 


$ 2,607 368.27 
290,780.99 


$ 2,898 ,149.26 


Year 
1948 


$ 6,771,646 .61 
1,109,751.51 
514,217.02 ° 
40,877.66 
2,146,916.71 
277,120.84 


$ 10,861,110.35 


$ 3,278,511.71 
1,924,371.88 
1,693,462.07 
1,552.445.37 
619,462.49 
1,201,804.38 
244,746.30 
596,960.40 
14,672.39 


$ 11,126 ,437.01 


-$ 265,326.66 
1,244 ,407.10 


$ 1,509,733.76 
240,484.46 


$ 1,750,218 .22 


Atlantic Services 


Year 1949 


71 
273,014.35 
- 14,946.69 
100,053 .38 
97 

6,919.16 
404,418.27 
. 80 


$3,022,061. 39 


Mr. Drew: How many captains and flight officers did you have 


The CHARMAN: You will find it in the column, Mr. Drew. 
Mr. Drew: Are those the figures, Mr. McGregor? 


Mr. McGrecor: I will give you that in just a minute as of the year end. 
North American services 130 captains and 126 first officers, totalling 256. 


Mr. Drew: That is on the Atlantic services? 


Mr. McGrecor: No, the North American service. 
22 captains and 238 first officers. 


= ge as a 


Year 1948 


$ 549,851.46 
289,573.89 
59,198.12 
100,768 .22 
1,867,067 .34 
8,642.87 
403,042.16 
253.70 


$3,278,511.71 


in 1949? 


The Atlantic services, 
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Mr. Fuuron: The other flight personnel flying in the Atlantic service are 
navigators? 


Mr. McGrecor: Navigators, radio operators and cabin attendants. 
Mr. Drew: Have you the total number of those? 


Mr. McGrecor: Yes. Flight navigators 31, flight radio officers 18, stewards 
and stewardesses 25 and 24 respectively. 


Mr. Drew: Now, there is an item here, flight equipment insurance $404,- 
418.27 for the Atlantic services and $296,183.29 in the North American services. 
How is that paid? 


Mr. McGrecor: That is the total insurance charges levied against operating 
expenses. In the case of the Atlantic company accruals are still being made to 
the self insurance fund on the basis of premium charges that would be levied if 
we were outside insuring. In the case of the domestic company accruals to the 
self insurance fund ceased when that fund reached the established ceiling of 
$3 million. That ceiling was established by the Board of Directors. 

The outside insurance premiums to which I referred in a previous answer 
are paid to the insurance companies involved. 


Mr. Fuuron: Mr. McGregor, how is it you have no stewards and stewardtsses 
shown under other flight personnel in the Atlantic service? 


Mr. McGrecor: We do. You did not ask for them. 
Mr. Fuuton: But there is no entry in the 1949 or 1948 report. 


The CuarrMAN: Item No. 24, Mr. McGregor. | 
Other flight personnel I believe is the item we referred to, Mr. Fulton? 


Mr. McGrecor: The stewardesses and stewards come under the heading 
passenger service. | 


Right Hon. Mr. Hows: It is an item in passenger service on page 20. 


Mr. Fuuton: I see. Under the Atlantic service you put them down under 
other flight personnel? 


Mr. McGrecor: Only navigators and radio operators, are shown as other 
flight personnel. 


Mr. Fuuton: Yes, what I meant, Mr. McGregor, is, you were asked just now 
the number of other flight personnel included. 


Mr. McGrecor: I did not give you the domestic as far as the stewards and 
stewardesses are concerned because I did not understand that I was asked for it. 
I was asked for the number of captains and first officers and I gave that for the 
domestic service and then I gave the same figure for the Atlantic services. Then 
I went on to give you other personnel including stewards and stewardesses in the 
Atlantic services. In the North American services we have 44 stewards and 
120 stewardesses. 


Mr. Drew: Just so that the record will be clear, what I understand _is this 
that the reason they are not shown on the North American services under other 
flight personnel is that on the North American services there would just be the 
pilot and the co-pilot and steward? Is that right? . 


Mr. McGrecor: Yes, that is so, but the steward and stewardesses are shown 
under passenger service in both cases and under other flight personnel in the 
Atlantic services are navigators and radio officers. | | 


The CHAIRMAN: Shall flight operations carry? 
Carried. 
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Now we come to flight soutien Baiee 


Year 
1949 


North American Services 


Year 
1948 


$ 796,479.49 $ 526,346.05 


5200 FrLigHt EQUIPMENT MAINTENANCE 


25 Aircraft—Labour 


aeoeeeeer es ee cee eee @ 
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Atlantic Services 


Year 
1949 


Year 
1948 


$ 276,289.57 $ 342,834.85 


864,295.56 575,652.69 26 Aircraft Engine—Labour .......... 413,475.02 

210,838.78 121,731.49 27 Aircraft Other Equipment—Labour. 73,860.86 

667,842.29 485,125.19 46 Aircraft—Material, etc. .......+.05 269,279.78 

1,894,115.69 890,515.13 47 Aircraft Engine—Material, etc. ..-. 994,671.38 
149,654.54 95,138.36 48 Aircraft Other Equipment—Material 

CG 2t Ne eee tena Wide g ri ctauaia aailaaay awl spre 85,447.93 

$4,583,226.35 $2,694,508.91 $2,113,024.54 


The CuamrMAN: Shall flight equipment maintenance carry? 


Carried. 


Now we come to ground operations. 


North American Services 


6100 GROUND OPERATIONS 


408,016.28 

36,100.40 
332,273.96 
741,850.03 


63,296.36 


$1,924,371.88 


| 


Atlantic Services 


Year Year Year 
1949 1948 1949 
$ 228,547.58 $ 210,527.74 21 General Officers and Superintendents. $ 181,494.91 
259,569.85 ~- 205,592.62 22 Station Managers and Assistants .. 110,963.29 
32,787.95 25,028.32 28 Training—Salaries ......2..ccec00. 21,657.96 
360,338.35 359,382.34 29 Ground Service Employees— 
: Mich anical ie ieee Vikan oan cies acetals 171,122.19 
700,248.69 495,710.55 29 Ground Service Employees—Cargo.. 161,556.98 
147,212.84 132,727.20 SOw Mich ts DI ispatenen To iiss la Ge dos 85,190.47 
310,559.68 DSA SOG67 4 oo SOR AGION! OPEPA GOES. els cde aaaseck oa lols 16,218.03 
171,906.29 131,323.49 BUS 1 clety-penO pehavare ike oe ealn bls a ielal s 25,742.91 
295,861.39. 206,714.98 ..35 Other Employees 2... 06 cece ss 175,044.54 
116,838.39 132'9071.28 -7 36 Travel: and” Imeirdental 5 600k a's 110,936.33 
199,847.18 204,469.22 37 Telephone, Telegraph and Teletype . 76,067.42 
48,002.87 64,567.41 38 Light, Heat, Power and Water 7,464.11 
225,405.46 185,088.06 39 Cargo ixpenses 6) 0a eee eek aes 154,292.27 
95,711.92 75,078.66 40 Agency Services and Joint Facilities 33,744.31 
180,139.22 190,806.48) 43 "Other Services joc Pats wei ls eiy oes wos 107,777.23 
135,539.40 115,754.70 44 Airport, Building and Office Rentals 55,773.59 
524,992.15 410,145.90 44 Airport Landing Fees ............. 213,141.87 
18,856.53 36,378.65... 4% Servicing Supplies.) .:.)6.).6:.9:s.s oe 4 17,546.66 
ENG IS La, 73,688.81 50 Stationery, Printing and Office 
PSU DL POS a aiid oy peta aia Wins et Bieta pa hee fe ad 40,822.62 
49,030.22 BURS2 OG i Oo Eel SUD DICE oy ene gain tO sk alyierk gate ace 17,547.14 
625.00 GEL561 OE NN CIMD CLRID (no inter setae ezoltin vie sc on ol — 
41,751.49 39,242.21 74 Other Hxpenses’. ob. 25 oa ek lea 6 64,659.94 


$4,158,908.72 $3,623,019.48 


The CuatrMaANn: Shall ground operations carry? 
Carried. 


Year 
1948 


$ 199,482.18 


55,567.27 
36,046.43 


115,841.34 
104,423.14 
79,002.21 
3,261.82 
17,525.51 
130,805.05 
136,610.52 
49,969.97 
23,406.25 
148,619.22 
19,635.08 
118,808.07 
48,424.19 
240,199.56 
43,182.30 


46,325.78 
15,227.86 


61,098.34 


$1,848,764.77 $1,693,462.09 


Mr. Fraser: Just a minute on ground operations. Your gasoline would 


come under that item would it not? 
Mr. McGrecor: No, under flight operations. 


Mr. Fraser: Well, your gas as you told us yesterday was supplied by the 
different companies using their own trucks and they fill your planes from 


their trucks. 
in the way of tank wagons? 


Is that found to be cheaper than having your own equipment 


Mr. McGrecor: Yes, the charge made, what is called the nozzle charge for 
filling is cheaper than we could do it by having equipment standing at airports 


only for the pupose of filling our own aircraft. 
The CHAIRMAN: Shall ground operations carry? 
C ar ried, 
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Now we come to ground and indirect maintenance. 


Yorth American Services 


Year Year 
1949 1948 

$ 160,654.54 $ 149,481.76 
“555,134.81 378,601.65 
241,512.09 212,234.48 
21,786.20 23,982.16 
276,759.13 310,396.97 
207.22,7-31 174,631.15 
192,306,38 147,534.41] 
204,210.07 219,502.88 
386,433.23 207,484.15 
99,707.63 101,691.78 
21,939.59 15,254.81 
115,522.54 88,809.79 | 
168,641.19 8,986.75 
43,307.75 26,771.02 
258,043.34 218,067.90 
163,203.43 168,289.49 
41,847.85 35,875.46 
37,988.22 24,853.74 
14,801.23 LiisosLd 
104.94 263.10 
78,052.06 36,304.55 


$3,260,681.07 $2,566,751.24 


6200 Grounp AND INDIRECT MAINTENANCE 


General Officers and Superintendents $ 


Maintenance and Stores Supervision 
Equipment and Facilities—Labour.. 


Training—Salaries 
Unallocated Shop Labour 
Building Attendants 
Stores Employees 
Engineering Employees 
Other Employees 
Travel and Incidental 


Telephone and 


© iio alain ial ese liebe. Wileliata) Ye 
92 levee loliote’ pie 
erpranerelte et ele eieiaie: 's 
i a a ae rar ry 
ele) a! oie loe 0) ecelie o 
eerie: © ieiie @: e146 i@lleme ‘ene ©! suave 
i ee ea 


Telegraph 


Light, Heat, Power and Water .... 


Other Services 


Building and Office Rentals 


ecoceeeseeceeoseceecee eer 


eoeeevrecece 


Equipment and Facilities— 


Material, ete. 
Shop Supplies 


eecereereeesc eee eo ee eevee 


cere ec ere eee er eee eeeoee 


Stationery, Printing and Office 


Supplies 


; Other Supplies 
Stores Inventory Adjustment 


Memberships . 


Other Expenses 


see eee eeer eer ern ees evecen 


eee ee ee eee eee ee eevee 
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Atlantic Services 


Year Year 
1949 1948 
53,300.19 $ 54,102.59 
295,276.93 258,373.40 
135,894.24 97,294.52 
20,720.86 32,719.64 
178,251.67 180,930.71 
73,896.52 70,722.46 
111,856.24 102,349.60 
130,193.38 115,926.66 
257,001.92 237,083.06 
40,748.49 53, b5k.23 
16,382.34 15,877.24 
60,920.76 33,982.81 
98,201.56 “10,859.33 
11,946.20 32,343.43 
140,598.80 104,363.24 
89,084.27 67,998.54 
123,817 15 23,817.66 
15;313.79 9,202.29 
14,868.31 15,619.24 
10.04 3.00 
58,199.04 35,744.72 


$1,796,806.08 $1,552,445.37 


The Cuarrman: Shall ground and indirect maintenance carry? 


Carried. 


Now we come to passenger service. 


North American Services 


1949 1948 

Year Year 
$° 34,327.25 $ . 35,439.40 
398,964.65 289,576 .20 
7,320'. 04 6,178.19 
6,681.51 bol? (44 
103,595.65 112,461.26 
32,858.21 37,059.75 
1,115.29 578.24 
542,477.94 414,842.20 
128,164.24 133,273.32 
71,070.58 121,647 .59 
101,918.36 119,129.22 
58,690.89 66,130.14 
20,813.54 4,352.51 


21 
24 
28 
35 
36 
43 
50 


51 
52 
56 
63 
67 
74 


$,508,178.15 $1,346,680 .46 


6300 PASSENGER SERVICE 


Atlantie Services 


1949 1948 

Year Year 
General Officers and Superintendents $ 18,189.04 $ 18,741.77 
Stewards and Stewardesses ...... 169,158 . 82 150,615.94 
Training—Salanies ............... 4,685.18 2,832.38 
Other Wai ployees’ vie <2. eee 3,158.48 2,768.61 
Travel and \Inerdentaliocc sneak 57,723.80 49,489 .06 
Other Services, Vola in. verge ates 22,825.92 13,150.30 
Stationery, Printing and Office Sup- 

DA est a el re ticle ay Me eta RA 514.27 593.43 
Passenger Food Expense .......... 120,802 . 42 127,612.40 
Passenger. Supplies .............. 29,707.10 46,122.40 
Passenger Liability Insurance ..... 38,653 .88 47,823.77 
Interrupted Flight Expense ....... 118,373.20 144,888.49 
Custom eX pense isiitic nk ae Pears 11,811.84 13,746.24 
Other“ Expenses. ahaa eee a S27 a7. 1,077.70 

--$ 603,875.22 $ 619,462.49 


The CHairMan: Shall passenger service carry? 


Carried. 
Have you a question on passenger service, Mr. Fulton? 


Mr. Fuuton: No. 


Mr. Fraser: On passenger service, you mentioned the fact that food now i 


put on board in a frozen state? 


¥ 
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Mr. McGrecor: In the case of the North Star aircraft. 


Mr. Fraser: And as a result of that have you been able to give better meals 
than before? . 


Mr. McGrecor: I think the standard of meals has gone up and the cost of a 
meal has gone down due to the lack of waste. If warm meals are put on aircraft 
and they were not used they would be thrown away at the end of the flight, 
whereas frozen food, not being heated, goes back into deep freeze storage. 


Mr. Fraser: They only use what they need. For instance, if some passen- 
gers did not want food it could be returned to deep freeze storage. 


The Cuatrman: Shall passenger service carry? 
Carried. 
Now we come to traffic and sales. 


6400 TRAFFIC AND SALES 


North American Services Atlantic Services 
Year Year Year Year 
1949 1948 . | 1949 1948 

$ 122,158.07 $ 85,151.15 21 General Officers and Superintendents $ 52,228.89 $ 50,073.80 

174,524.69 429,603 30.522 Taine ‘Supervision “604.0684. 74,618 .34 76,214.23 

21,922.89 11,840.63 28 Training—Salaries ............... 9,373.17 6,962 .97 

1,344.96 1,076)..79 7 129° Building “Attendants. 2... kk cae 575.04 633.12 
462,518.21 355,169.18 32 Ticketing Employees ............ 197,750.47 208,860.00 
469,316.59 359,278.71 32 Reservations Employees .......... 200,657.13 211,276.66 
178,911.86 LUO, (OM 42 bad APAIRC SOMCIOPS YS. Yo ie ok lee he 76,494 .08 68,086.17 
eee 188 20 15 L427 .08) 85, Other” Employees.) 2 se ie le 104,385.94 88,871.46 
180,098.49 128,880.08 36 Travel and Incidental ....2....... 77,001.42 75,788 .93 
205,481.37 166,664.51 37 Telephone, Telegraph and Teletype 87,853.92 98,008.37 
11,655.00 8,061.16 38 Light, Heat, Power and Water .... 4,983.11 4,740.43 
405,602.14 296,489.16 40 Agency Services and Joint Facilities 173,415.90 174,352.76 
45,278.86 SEO13 0G. 43) Other Servikes le sone. Lk 19,359.05 20,354.75 
143,976.33 EY2,081-00'2 44 \ Office Rentaley l/s. fy. Ree oN 61,557 .33 66,204.14 

: 50 Stationery, Printing and Office Sup- 

71,564.10 71,398.27 DCR Mire arate nat nk ioe i 30,597 . 36 41,986.31 
1,940.10 PSO lic o0 in OS OLBEEN SUD DIES Trl a ae 829.50 1,686.19 
2,938.06 3,155.04". 64 Memberships 2.0000 0000 oo 1,256.17 1,855.34 

26,569.48 . 9,943.72". (4-Other Expenses). 0.0%. 6 Oe eS. 11,359.83 5,848.66 

$2,769,949 .30 $2,043,684 .09 $1,184,296.65 $1,201,804.38 


The CuarrMan: Shall traffic and sales carry? 
Carried. 
Now, advertising and publicity. 


6500 ADVERTISING AND PUBLICITY 


North American Services Atlantic Services 
Year Year Year Year 
1949 1948 1949 1948 © 

$ 21,352.19 $ — 21 General officers and other employees $ 9,129.17 $ -- 
42,193.59 28,962.48 59 Timetables and Schedules ......... 18,039.94 17,031.61 

288,720.86 248,356.51 60 Advertising—Space ....... Bou ote 123,443.11 146,047 .98 

185,334.30 27,938.28), 61 Advertisine- Other 41.1.) 0200. 79,229.19 57,533.39 
; 62 Other Promotional and Publicity ~ 

49,118.45 41,039.01 DA WE SPPRSBH ee eee Eee eee 21,000,;68 - 24,133.32 
$ 586,719.39 $ 416,194.28 $ 250,842.09 $ 244,746.30 


The Cuatrman: Shall advertising and publicity carry? 
Carried. 
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Now, general and administrative. 


el 


6600 GENERAL AND ADMINISTRATIVE 


North American Services Atlantic Services 
Year Year Year Year 
1949 1948 1949 1948 


$ 71,296.45 $ 72,523.18 21 General Officers and Supervision . $ 30,686.74 $ 45,785.43 
61,188.77 23,192.85 22 Administrative Supervision—Other 26,336 .29 14,642.15 


358,755.44 243,309.72 35 Other Employees ........-+-+++:- 154,429.21 153,925.10 
164,685.50 19,059.65 36 Travel and Ineidentaly sae ese ees bit OS oT 12,032 .76 
13,072.23 9,004.10 37 Telephone and Pelegrapl vires ime on 5,626.43 5,684.45 
5,649.16 — 38 Light, Heat, Power and Water ... 2,431.46 ae 
27,964 .00 30,830.00 39 Affiliated Company Charge ....--- - 12,036.00 19,170.00 
11,795.34 - 7,814.25 41 Professional Fees and Expenses .. 5,076.84 4,933.28 
34,912.58 18,591.28 44 Office and Equipment Rentals .... 15,026.74 11,737.01 
. 50 Stationery, Printing and Office Sup- 
34,803.16 26,656.11 PRTORG NL a Gi Sls tia 6 putaadh eehatetie ene ene 14,979.65 16,828.54 
55 Insurance—Public Liability and 
45,685.86 31,683 .09 (Nome tals. culls cae cs wit ie ete ete ane see Te NS 17,372.83 8,891.12 
83,614.69 63,513.87 > “ST Tnsurance—Employees’ Welfare .. 76,832 .57 90,604.83 
390,458 .42 298,342.67, 57 Pensions ...-6..seeer eee cers - 156,947.20 149,386.93 
15,287 .12 10,983.96 | 64 Memberships .....--+++eeeeeerees 6,579.73 6,934.24 
78,683.27 46,688.73 68 'Taxes—-Pay Poll) isi e.ci5, sous ape Soe nee: ote 24,180.30 22,425.14 
61,846.66 45,287.96 69 Taxes—General ...--...-e+-+ssees 29,135.33 16,836.36 
44,669 .52 27,154.33 74 Other Expenses ......-.s++e+ee0e> 19,226.24 17,148 .06 
$1,504,368.17 $ 974,635.76 $ 667,785.93 $ 596,960.40 


Mr. Fuuron: I was going to ask a question with regard to your pension 
plan. How do you operate your pension fund in the Trans-Canada Air Lines? 

Mr. McGrucor: It is partially contributory. The company matches the 
employee’s contribution up to five per cent of the salary paid. It is deposited in 
a fund and the fund is invested. 

Mr. Futron: And you pay that into the fund as the years go by? It is dif- 
ferent in the case of the Canadian National Railways, is it not, because I under- 
stand they do not pay into the fund until the employee retires. Then they put 
up the matching amount which they agreed to put up, whereas you build up 
the “ by paying the matching amount at the time the employee’s contribution 
is made. 

Mr. McGrecor: I am not familiar with the Canadian National Railways 
fund, but our fund is contributed to currently and is in actual being and is 
invested. 

Mr. Fuuron: How many ex-employees are now on pension? 

Mr. McGrecor: No T.C.A. employee has yet gone on pension. 

Mr. Futron: Could you give me the total amount? I do not think it is in 
the balance sheet. Could you give me the total amount of your pension fund? 

Mr. McGrucor: Yes, the balance in the pension fund is $4,794,878.35. 

Mr. Fraser: By whom is that administered? 

Mr. McGrecor: By a committee. 

Mr. Fraser: How many representatives on the committee? 

- Mr. McGrecor: One representing the senior management—I had better give 
you the actual makeup of the committee; it is administered by a committee of 
seven, four of whom represent the company and three are representatives of 
the employees; and I might add that all members of the committee serve without 
any remuneration or allowances of any kind. 

Mr. Fraser: And the committee have control of the investment of the 
funds? 

Mr. McGrecor: No. 

Mr, Fraser: Who has that control? 


"al aaa 
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Mr. McGrecor: The treasurer is responsible for the investment of the funds, 
and the investment of these funds is restricted to Canadian government and 
Canadian government guaranteed securities. . 


Mr. Giiuis: And that item of insurance, is that sick benefit? 
Mr. McGrecor: That is the employees liability fund, I believe. 
Mr. Fraser: What about this item No. 68? Taxes, payroll? 

_ Mr. McGrecor: That is unemployment insurance. 
The Cuatrman: Shall general and administrative carry? 
Carried. 


Mr. Drew: No, no, just a minute, I have a question on the first item there, 
general officers and supervision. Who are in that, Mr. McGregor? 


Mr. McGrecor: I think Mr. Harvey can answer that question for you 
he is familiar with its makeup. : 


Mr. Harvey: That is item 6621—office: That includes the President, 
and the officers reporting directly to him; such as the Director of Personnel 
and Organization Control; the Director of Research and Development; the 
Director of Facilities and Supply, Director of Public Relations, General Auditor 
and the staffs connected with these offices. 


Mr. Drew: And I note that that item is down this year as compared to 
1948. 


Mr. McGrecor: You mean, in reference to the Atlantic service? 

Mr. Drew: Yes. 

Mr. McGrecor: The apportionment of the general and administrative 
~ account to the Atlantic service is down on the basis of the relative amount of 
operations going on in the two companies. The total cost of general and 
administration is going down. 


Mr. Drew: This does not include any of the senior officers such as the 
vice-presidents of the company? 


7 


Mr. McGrecor: No, those are shown under their respective departmental 
expenses, 


Mr. Drew: Does it include the salary of the president and the senior officers? 


Mr. McGrecor: No, it does not, that salary is in:the item 6621, which 
I detailed. 


The CuHatrMAN: The president’s salary, as I understand, is not included 
in that item. 


Mr. McGrecor: 6621, yes; 6600 indicates General and Administrative. The 
small figures directly below are the various accounts included in Genera] 
and Administrative. 


Mr. Drew: Oh, I did not realize that these were component figures, 6621 and 
on down. 


The CHAIRMAN: Yes, that was in the item 6621. 


Mr. Drew: But that does not include the payments which will be made to 
the secretary, to the controller or the treasurer? 


Mr. McGrecor: Yes. 
Mr. Drew: It does? 
Mr. McGrecor: Yes. 
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The Cuairman: Flight equipment depreciation: 


5900 FrigHt EQUIPMENT DEPRECIATION 


North American Services é- Atlantic Services 
Year Year Year Year 
1949 1948 1949 1948 

$1544 800.79 $1, 370,951.08 75. Aarenadt i. cis oe ee Baie te ae ele bi dad $ 582,100.18 $ 669,417.96 
393,724.08 265,045.52 776... Aircraft Hngines:.. 62 20. dine. 4 le oun 248,726.88 224,287 .88 
374,850.24 303;184:64' 77) “Airerait, Spare, Parts 7. ..,. its. as 156,955.80: 155,580.35 
301,618.12 220,874.67 77 Aircraft Other Equipment ......... 130,572.36 116,865.24 

Carried. 


Ground facilities depreciation. 


6900 Grounp FACILITIES DEPRECIATION 


North American Services Atlantic Services 
Year Year Year Year 
1949 1948 ; 1949 1948 

$ 252,343.64 $ 214,029.80 78 Ground Property and Equipment . .$ 109,013.80 $ 78,255.67 
$2,867.426.81 $2,374,085.64 E $1,227,369.02 $1,244,407.10 
Carried. 
Mr. Fraser: These are kept in Separate accounts for that purpose? . 


Mr..McGrecor: Yes. 

Mr. Fraser: So you would know what you have for replacements at ail times? 

Mr. McGrecor: Yes. | 

Mr. Fraser: On that new flight to New York, do you need have any 
additional maintenance or ground crew or equipment at La Guardia field? 

Mr. McGrecor: No, I believe it is safe to say that there is no additional 
expense of that type. That is one of the most desirable features of that run, that 
we have an operation terminating at both ends of the new run, at an established 
terminal. I do not know of any additional cost involved. 

Mr. Fraser: Your Jandings and take-offs would be arranged with the crews 
who are already there looking’after it? 

Mr. McGrecor: Yes. 


COMPARATIVE OPERATING STATISTICS FOR THE DOMESTIC SERVICES OF 


TCA AND SIXTEEN MAJOR UNITED STATES AIRLINES YEARS 1949 AND 1948 
Ser aaa 


— T.C.A. 16 U.S. Trunklines 
0 % 
Increase Increase 
or or 
1949 1948 Decrease 1949* 1948 . | Decrease 
Revenue Miles Flown....| 16,364,733 | 15,270,649 7-16 326,376,000 317,428,179 2-82 
Revenue Passengers : 

Carrio eth yey eas 2 648, 574 532,555 21-79 14,332,000 12,375, 083 15-81 
Revenue Passenger Miles. |310, 699,767 |249, 575, 544 24-49 | 6,688, 700,000 | 5,851,846, 000 14-30 
Available Seat Miles..... 459,842,123 |367, 355,955 25-14 |11, 234,200,000 |10,016, 286,000 12-16 
Revenue Passenger Load 

ee bGT Ae eae: lk % 67-57 %b7 - 92 0-52 %59-54 | %58 «42 1-92 
Average Passenger Load 

Per Revenue Mile...... 18-99 16-34 16-22 20-49 18-44 11-12 
Average Seats Available 

Per Revenue Mile...... 28-10 24-06 16-79 34-42 31-55 9-10 
Average Passenger Jour- 

ney—Miles............. 479-05 468 - 64 2-22 466-70 472-88 1-31 
Express and Freight Ton ! 

PUPS Rly. Te als 1,938,108 | 1,412,982 37-20 121, 698, 000 100, 206, 694 21-45 
Mail Ton Miles........... 3,403,810 | 2,294,088 48 -37 40,972,000 37,509, 922 9-23 
Available Ton Miles..... 63,449,171 | 48,800,587 30-02 | 1,521, 667,000 | 1,357,882, 154 12-06 
Revenue Ton Miles....... 35,843,949 | 28,195,275 27-13 815, 523, 000 706, 247, 233 |. 15-47 
Weight Load Factor...... %56-49 % 57-78 2-23 %53 -59 %52-01 3°04 


Gs ERTIES SAE Ss a AN CY SER SDS SON cn SR ec ie <P ies Ps Mbt tl hme SS Se 


* December Estimated. 
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Mr. Drew: Just before we pass from that there is one thing about which 
I would like to get some information. I have not had an opportunity of examin- 


ing these figures in detail, but I have this before me here ; could we have the 
figures to show the total miles flown in 1949 by the DC-3’s and the North Stars? 


Mr. McGrecor: Not segregated. Revenue miles flown are shown by services 
on pages 6 and 10 of this report, however, the figures are not segregated as 
between one type and another of aircraft. 

Mr. Drew: You have those figures, haven’t you? You must have? 

Mr. McGrecor: Yes, we have the figures, but on the hours of operation of 
the aircraft. | 


Mr, Drew: I think it would be very helpful in relation to this report if we 
had the total miles flown by the DC-3’s and the North Stars. If that can’t be 
given right away then you can forward it to this committee. 


~ Mr. McGrecor: Are you prepared to accept the time extended by the 


-eruising speed figures? 


Mr. Drew: No. You certainly have in your records the actual air miles 
flown by each one of these aircraft. 


Mr. McGrecor: No, I haven’t. Ds 
Mr. Drew: But the log of each aircraft gives that. 


~ Mr. McGrecor: No, I have no idea of the distance flown by aircraft, con- 
sider our training flights. 


Mr. Drew: I am not thinking now of revenue miles, I am talking about 
the miles flown. 


Mr. McGrecor: So am I. 
Mr. Drew: The log of each aircraft would give it. 


_ Mr. McGrecor: It would give the time in the air, that is why I am asking 
if it would be satisfactory to you.if I extended the hours in the air on each 
aircraft by its cruising speed. 


Mr. Drew: I see what you mean. You are talking about the fact that a man 
might have been up for some test work and he would have to take out the time 
used on that test flight, or something of that kind, and that would show in his 
logbook, wouldn’t it? Quite distinct from that, would you not have a record 
of the actual operating flights flown by your DC-3’s and your North Stars on 
the distance flown on any particular course? 


Mr. McGrecor: Yes, we have; but we would not use it for any purpose 
because the aircraft might be airborne for three hours in flying a specified num- 
ber of miles and two hours the next day flying the same number of miles. We 
are interested from the standpoint of the time the aircraft is in the air, in 
finding out where they stand in relation to certain check work, maintenance, 
overhaul, engine maintenance and so on. Our operation figures are set up by 
aircraft hours rather than by miles flown. 


Mr. Drew: Now, isn’t this correct—I am saying this having actually seen 
figures of this kind—is it not so that you would have a very fair record of the 
miles flown by each of the aircraft as distinguished from any test flights that 
were carried on simply for testing purposes or anything of that kind? 


Mr. McGrecor: We have, in the matter of hours; yes. 


Mr. Drew: I am not asking for it right now, but I think I am correct—you 
can correct me if I am wrong. As I understand it the logbooks carry the detail 
by flights for the aircraft; and these logbooks also distinguish between operating 
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‘runs and any flight that might be made to test out any piece of equipment or 
anything of that kind. | | pane 


Mr. McGrecor: Yes. | epereat a a 

Mr. Drew: And there would be in that the total operation of that aircraft, 
the total operating miles; I mean the commercial operating miles as distinguished 
from these additional test flights? 

Mr. McGrecor: No, not in the logbooks. 

Mr. Drew: No. I am talking about your records. 

Mr. MoGrecor: If the logbook showed any aircraft flight let us say from 
Winnipeg to Toronto, it would show the number of hours it took to make that 
trip, and that would be over a known course, and we would figure that at so 
many miles. I mean, it is not a matter of recorded information so far as the 
air line is concerned, because the number of hours is the important thing; the 
airborne hours are divided into training flights and scheduled operation flights. 

Mr. Drew: I am speaking of scheduled operation flights? 

Mr. McGrecor: An aircraft may be required to stack over La Guardia field 
for an hour, but that would not affect the distance record of the aircraft at all. 
However, it would be of great importance in connection with the ‘time airborne. 

Mr. Drew: But it would seem to me the figures you prepare are of neces- 
city based on the fact that you have a record of the scheduled flights or oper- 
ating flights, whatever you like to call them, as distinct from any other flights 
than an aircraft may carry out. : 

Mr. McGrecor: I am saying that it is not a factor of recorded data so 
far as the air line is concerned. Certainly it could be developed if it has any 
meaning. The air hours are the things in which we are particularly interested 
and. which we record meticulously. The flight record from point to point is 
also recorded and for that reason the figures could be developed. 

Mr. Drew: It is the flight from point to point on the service in which I 
am interested. You must have the totals or they could be developed without 
too much trouble? 

Mr. McGrecor: It could be got. 

Mr. Drew: Would you get that? — 

The CHarrMan: In the Easter recess. We have completed the report, does 
the auditor’s report carry? ; 

Mr. Futron: No, just a minute. I wish to ask one or two questions on 
comparative operating statistics between our lines and the United States lines. 
I refer to the back of the book, page 27. 

The CuatrMAN: If you want to ask questions it is all right but it is not an 
item that we need to carry. 

Mr. Fuuron: There is one other question I would like to ask. I have not 
seen anywhere in this statement of flight operations and charges where payment 
was made into the maintenance fund which I understood you charge yourself 
with annually. 

Mr. McGrecor: No. 


Right Hon. Mr. Howe: T.C.A. set up a special fund to amortize the SIX 
North Stars it borrowed from the air force. The reason the fund was set up 
was that there was no depreciation charged on the aircraft—T.C.A. did not own 
them—and therefore did not set up depreciation on them then. However, we 
have set up a depreciation fund for aircraft T.C.A. does own. 

Mr. Fuuron: In the report it is stated “this amounted to $523,426 at Decem- 
ber 31, 1949, and, considering the anticipated maintenance program, is sufh- 
cient for the nucleus of the reserve to which further accruals may be made.” 
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Right Hon. Mr. Howse: May be made. 

Mr. Funton: You do not necessarily make that each year? No payments 
Were made in 1949? 

Mr. McGrecor: Except that amount on which we gave you details. 

The CHAIRMAN: We shall adjourn until 8 o’clock. 

Mr, Carter: I should like to table some corrections to my remarks as they 
appear on page 51 of the report? 

The CuairmMan: Mr. Carter asks leave to table the cue nione 

Agreed. 


The meeting adjourned to meet again at 8.00 p.m. this evening. 


EVENING SESSION 


_-€ The committee resumed at 8.00 p.m. The Vice-Chairman, Mr. H. B. 
McCulloch, presided. 


The Vick-CHAIRMAN: Gentlemen, the Chairman is going to be a few minutes 
late and he has asked me to carry on until he arrives. I understand that we are 
still on the last of page 22. 

Mr. Fuuron: Mr. Chairman, has Mr. McGregor any figures, in addition to 

those shown here, on. the comparison between T.C.A. and the sixteen major 
United States air lines, which would show the average return on capital invested 
—figures which would show the comparison between T.C.A. and those sixteen 
American air lines? 


Mr. McGrecor: No, I am sorry I have not. 


Mr. Futton: Would there be any way of getting that? You have fairly 
complete information about the other statistics of the sixteen United States air 
lines? Do they reveal the average return? 

Mr. McGrecor: No, those statistics are in accordance with the returns 
which the air lines make to what is called the A.T.A., the central body of the 
air lines in the United States. They are performance statistics and financial 
statistics are excluded from that kind of return—as I have seen it. 


7 Mr. Futon: You gave us the figure here for the net deficit or surplus posi- 
tion of T.C.A., but have you reduced that to a percentage on capital invested? 


Mr. Meee: Do you refer to the cumulative figure or the figure for ny 
one year? 

Mr. Fuuron: No, the cumulative figure. 

Mr. McGrecor: No, but it can be done quite quickly. 


Mr. Fuuron: Well, you have not got it. I will not press for it because there 
is nothing that we can compare it with on the United States lines? 


Mr. McGrecor: There is not anything to compare it with because their 
figures are affected continually by this retroactive mail pay. ! 

Mr. Futron: You say their figure is affected by retroactive mail pay? 

Mr. McGrecor: Yes. 

Mr. Fuutron: I am very much interested in that, can you enlarge upon it? 


Mr. McGrecor: Well, as I understand it—and I think it is a quite well 
_ publicized arrangement in so far as the air lines are concerned—mail pay is 
regarded as the established method by which air line deficits south of the border 
- are made up. 
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A mail pay agreement is reached prior to any year’s operation ae that 
year’s business takes place with the mail remuneration on the basis of the 
agreement. If, at the end of the year, expenses have exceeded revenue the air 
line in that unhappy position makes application to the Civil Aeronautics Board 
to have its mail pay reviewed, and it makes application for a specific number 
of dollars of what is called retroactive mail pay to be given for that year’s 
operation. Technically what happens is that the C.A.B. investigate the activities 
of the air line and reach a conclusion which, as far as I know, has always been 
- in the affirmative, that the air line was efficiently operated. Having determined 


that fact, the retroactive mail pay is paid to the air line, resulting in a zero loss — 


position. 
; (Mr. Cleaver took the Chair.) 


It is so well established, that my understanding is that in some of the com- 
plicated reports the air lines produce they show retroactive mail pay as being 
financial revenue before it has been agreed that it be paid. 

Mr. Futron: Do I understand from what you say that the United States 
government practically subsidizes the domestic air lines by very substantial 
and adjustable air mail contract payments? 

Mr. McGrecor: In the case of those air lines which need it, and, to the best 
of my knowledge, in the case of all internationa! air lines. 

Mr. Futron: You are in a very different position with respect to our Post 
Office Department? 

Mr. McGrecor: Very different. 

Mr. Ginuis: With respect to the whole operation—instead of havi ing to 


come before a committee to explain the details of the deficit, the American lines 


go to a board to have the deficit washed out by retroactive mail pay. 


Mr. Fuuron: There is a slight difference in that none of the American air 
lines are government owned and they would not have to appear before a con- 


gressional committee. However, I think the important factor 1s that the American ~ 


air lines which may get into a deficit position are almost certain of having that 
taken care of by a retroactive mail pay adjustment? 


Mr. McGrecor: That produces a condition in which some of the smaller ~ 


lines with difficult routes are getting very, very, substantial mail pay. In the 
ease of our friends, Colonial Air Lines, the figure is $13.72 per plane mile, I 
think. 

Mr. Fuuton: Over all the operations? 

Mr. McGrecor: I beg your pardon, I think that is the per route mile 
between New York and Montreal. I have the figures if you would like to 
see them. 

Mr. Futron: I would be interested, because I am prepared to make a 
- recommendation, when we come to our report, with respect to this post office 
matter. 

Mr. Giuuis: The deficit problem is solved. 

Mr. McGrecor: The Colonial figure on mail revenue per mail ton mile is 
$12-9301; T.C.A. on the same basis was $1:5865. 

Mr. Fuutron: $1.58 as against $12? 

Mr.-McGrecor: Yes, something like 8 times as much. 

Mr. Futton: That is on the basis of route miles? 

Mr. McGrecor: No, on the basis of mail ton miles. 

Mr. Fuuron: You have given us the figure for the increased mail ton 
miles flown by T.C.A. over what you expected? 

Mr. McGrecor: Yes. 
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- ~~ Mr. Furron: In going into some detail on the comparative figures that 
you have given on the back page of the report, as I analized the figures, your 
comparison with the American lines is favourable with possibly four exceptions. 
Those have to do with the increase in available seat miles as compared with 
revenue passenger miles and I would ask if Iam correct in my understanding 
of those figures, which is that the American air lines have increased their 
available seat miles by a smaller percentage than you have? Their occupancy 
of those seats has been increased by a larger percentage? In other words, you 
increased your routing and your available seat miles very considerably but 
_ your occupancy of those extra seats has not increased in the same proportion 
as the American occupancy of their seats has increased? | 

Mr. McGrecor: Well, as I read the figures you are referring to, our increase 
of revenue passenger miles is considerably greater than for U.S. lines. 

Mr. Fuuton: Yes, on an absolute basis, but not percentage-wise? 

Mr. McGrecor: Yes, I see what you mean. I think we already dealt with 
that condition earlier in the session where I referred to the effect of putting on 
three transcontinental flights in the spring and carrying it through the winter 
because three flights were slightly too much but two flights were definitely 
two few. | 

Mr. Futron: I do not want to take direct issue with you again but do you 
attribute that entirely to increase on the domestic lines or do you attribute 
it partly to the Atlantic line? — ; | 
Mr. McGrecor: No, I believe the Atlantic load factor was higher than 
the previous year. 

Mr. Fuiron: The mileage figure is higher. 

Mr. McGrecor: Yes, but the passenger load factor is the measure of the 
proportion of the available seats filled. The fact that the load factor goes up 
indicates the proportional use of the available seats is better. 

Mr. Futon: I will look that up but in the meantime I would like to 
Come to another comparison which has to do with the weight load factor. As I 
read the figures it has increased for the American lines and has slightly decreased 
for T.C.A. ) | 

“Mr. McGrecor: There is the same effect again. | 7 

Mr. Fuitron: Well your weight load factor for 1948 is shown as 57-78 
per cent; for 1949 it is shown as 56-49 per cent—a decrease of 2-23 per cent? 

~- Mr. McGrecor: That is right. 

Mr. Futton: The American load factor shows a figure for 1949 of 63-59 
per cent—an increase over 1948 of 3-04 per cent. That compares with the 
decrease on the Canadian route of 2-23 per cent? “ 

Mr. McGrecor: That is right. | 

Mr. Fuuron: Then why do you say I am incorrect in my first statement? 

_..Mr. McGrecor: Which was your first statement? | 

Mr. Futron: That our weight load factor has decreased while the United 
States factor has increased? 

Mr. McGrecor: You said passenger load factor—I thought we were talking 
about passengers. — ein jo . 

Mr. Futron: I am sorry; I said that I would have to look up the figures. 
you gave me and that I would Jeave them and refer to the weight load factor. 
Then we misunderstood each other. I said our weight load factor has decreased 
while the American one has increased and I understood you to say I was 
ancorrech? <7 i es i" oi x 

Mr. McGrecor: I thought you were talking about passengers. 
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Mr. Fuuron: The weight load factor, I understand, takes into account 
passengers, cargo, and mail? a ane 

Mr. McGrecor: That is correct. | | 

Mr. Fuuron: So a decrease in the weigh: load factor is your over-all 
measure of, what shall I say—? | 

Mr. McGrecor: Utilization. 

Mr. Futon: Utilization. I come back again to my first question. Have we 
not tended to over-expand our service in the light of our expected revenue and 
utilization of the service? 

Mr. McGrecor: In the case of the transcontinental flights which are a major 
part of the company’s operation, we are forced to go up by steps equal to one 
frequency and, when you are moving from two to three flights you can only 
increase capacity by 50 per cent, obviously. When you add a fourth flight— 
when that happy day arrives—we increase the capacity by 33 per ‘cent. If you 
had a fifth flight you increase it by 25 per cent. That is one of the reasons 
why higher frequency makes for better efficiency. . 

Mr. Fuuton: Not unless it is matched by an increase in occupancy. 

Mr. McGrecor: Certainly. But you cannot closely relate the amount of 
capacity which you provide to the occupancy when frequency is low. There is 
no compromise between two flights and three flights, You cannot add half a 
flight because you have half a flight’s worth of load. 

Mr. Futon: But surely you can add an inter-station flight. For the sake 
of argument, you can surely take an inter-station flight. Take the situation from 
Calgary to Winnipeg, and if your relative occupancy is higher, or the demand 
for seats is higher on that portion of your line, then why not extend that parti- 
cular portion rather than put on a complete and new transcontinental flight. 

Mr. McGrecor: If the load varied across the country that would be possible. 
But actually, the case you mentioned is the only light leg in the whole transcon- 
tinental operation. 


Mr. Fuuron: There was a chart of passenger loads between various points 
on the transcontinental operation. It did seem to me that some of the inter- 
mediate points had a very much higher loading than the over-all coast to coast 
points. You say that you are going to put in a fourth transcontinental service. 
Would it not be better to put on an intermediate service by local planes? 

Mr. McGrecor: I think the appeal of the intermediate service is very low 
particularly to passengers desiring through service and fast service; and the 
servicing difficulties are high because the aircraft end up at other than established 
maintenance points. In the case of the fourth flight to which we referred, that 
is going in aS a summer express service, so to speak, stopping only at Winnipeg 
between Toronto and Vancouver. 

Carried. 


Mr. Drew: No, no. Mr. McGregor, have you received any representations 
from the Air Lines Pilots Association as to ways in which the operations of 
Trans-Canada Air Lines could be improved? 


Mr. McGrecor: No. 

Mr. Drew: You have had no discussions with that association? 

Mr. McGrecor: I have had several discussions with representatives of the 
association but not on that point. 

Mr. Drew: And they have made no recommendations in regard to any 
details of operation or improvements that they have suggested? 3 


Mr. McGrecor: Only in so far as their remuneration and working conditions ~ 
are concerned. 
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Mr. Drew: Have you seen any recommendations or reports they have made 
to other officials dealing with any aspects of the operations of Trans-Canada Air 
Lines? wee 

Mr. McGrecor: I have seen none. I cannot say that none has been made, 
but certainly none has been made with my knowledge. 

The (Cuarrman: Are there any further questions? 

Now, the Auditors’ Report. | 

Mr. Fuuron: Mr. Chairman, I do not want to keep us too long, but while 
you were saying “carried” I was looking at the figures and I have one other 
comment. 

The annual report at page 15 it reads: 

“Management will be in close contact with all trends in aircraft manu- 
facture that offer promise of superior air transport at less cost.” 

As I read through the report I wondered whether that is a general obser- 
vation or have you anything specific in mind? 

Mr. McGrecor: No. It refers specifically to the very interesting develop- 
ments going on in the aircraft manufacturing field. 

The ‘Cuairman: Mr. McGregor has already mentioned it and dealt with it, 


| Mr. Fulton. 


Mr. McGrecor: That is right. 

The Cuairman: He referred to the three rather interesting types of new 
planes which were coming out but which were not tested by service. Do you not 
recall that, Mr. Fulton? Well, give him the answer over again, Mr. McGregor. 

Mr. McGrecor: It is a particularly interesting time in aircraft development. 
There are two brand new types of transport power under active development 
and early stages of flight testing. I refer to the full jet and to the turbo-prop. 
And in addition, there are some advanced designs of piston powered aircraft also 
about to go on the market. The sense of that paragraph is to refer to the fact 
that the company is alive to these very interesting and very modern developments 
and is keeping a sharp eye on their progress. 

Mr. Fuuton: Last year I think you said that so far as you were aware, 
there were no aircraft which threatened or promised to outdo or outbid your 
present aircraft in service so as to take away, on the®overseas and United 
Kingdom run, passengers who otherwise would go by your line. Does that. 
situation still hold good? | 

Mr. McGrecor: So far as the North Star aircraft are concerned, yes. But 


_ the company is twelve months closer to the time when it will have to replace its 


DC-3 aircraft than it was then. 
Mr. Futton: Have you anything specifically in mind as to the replacements? 
Mr. McGrecor: We have not. But we are very interested observers of 


E the field. 


Mr. Fuuron: You have a fund of something over $4 million capital available 
for replacements from which to make your decision? It is in the neighbourhood 
of $4 million, is it not? 

Mr. McGrecor: No. The available capital is in the neighbourhood of 
$24 million now. 

Mr. Drew: Mr. McGregor, I do not know whether you will prefer to answer 
this question when you are dealing with the present year or whether you prefer 
to answer it at this point. But I was wondering if you had projected estimates 
of passengers to be flown in the coming months of this year? 
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“Mr. McGrecor: Yes, we keep a continual projection of passengers twelve 
months ahead by quarters. It takes the form of passenger revenue. 


Mr. Drew: You have that, then, for the present year? 

Mr: McGrecor: Yes. 

Mr. Drew: And you have that for 1949 as well? 

Mr. McGrecor: The forecast? 

Mr. Drew: Yes. 

Mr. McGrecor: Yes. 

Mr. Drew: Could you furnish it to us at some e appropriate time? 

Mr. McGrecor: Yes. 

The CuarrmMan: Carried. Now, the Auditors’ Report. 

Mr. Fuuton: Just give us one moment, please. 

Mr. McGrecor: Mr. F. P. Turville of George A. Touche and Company will 
be the man to present the Auditors’ Report. 
The CHarrman: Yes. Let him be seated next to you. 

Mr. Drew: Are you going to adjourn at 9 o’clock, Mr. Chairman? 

oO The CHAIRMAN: Well, if the auditors’ report is Heardd as promptly as the 
auditors’ report for the Canadian National was cleared, I hope we might adjourn 
at 9 o’clock. 

Mr. Fuuron: Can we get that commitment? I recall that last night we 


went on to a quarter to eleven; and, speaking for myself, I do not think that all 
the questions were put with the clarity that one might desire. 


The CuHaiRMAN: Well, I am in your hands as to how long the aid jenn 
will take. Personally, since it contains no recommendations, and since we have 
covered the ground so thoroughly, I would expect that we would clear the 
auditors’ report very shortly so that we can adjourn early. 


Mr. Fraser: Is the auditor here? 
The CuHarrMAN: Yes, he is here. Now, the Auditors’ Report. 
~ Mr. Fraser: Whom are we to hear from in that connection? 
The Cuatrman: Mr. F. P. Turville will present the report. He is the 
representative from George A. Touche and Company. 
Mr. Futon: Are we going to have the report read? 
Mr. Giuuis: Why? 
Mr. Fuuron: I just asked if we were going to have the report read. 
The CHAIRMAN: We dispensed with the reading of the report in the case 


of the Canadian National and I presume you are willing to dispense with the 
reading of it now. However, if you wish, we can have it read. 
Mr. Futron: I would prefer to ae it read because I think it gives a better 
understanding of the report. Be 
The CHAIRMAN: Very well. Will you read it, please, Mr. Turville. 
Mr. Turvitue: The report reads as follows: 


‘7th. March, 1950. 
TRANS-CANADA AIR LINES | | 
Tue Richt HonourABLE THE MINISTER OF TRADE AND COMMERCE, 
Orrawa, CANADA 


Sir:—-We have audited the accounts of the Trans-Canada Ait Lines and 
its Subsidiary Company for the year ended the 31st. December, 1949, under au- 
thority of the Trans-Canada Air Lines Act, 19387 as amended and we now F TED GEN 
through you, to Parliament. 
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Best 4) GENERAL SCOPE OF AUDIT 


jay 


Assets 


In brief, our audit of the Air Lines’ accounts for 1949 included: 

(a) Examination of major expenditure authorities in conjunction with the. 

recorded Resolutions of the Directors, which in turn were related to. 

Corporate By-Laws, Orders-in-Council and Acts of Parliament; i) 

(6b) Audit tests in the offices of the Air Lines, limited to cross-section of 

the major expenditures so authorized; : te 

(c) Examination into the adequacy of the internal audit control in general 

as exercised by the accounting department of the Air Lines. In this 

connection we worked in collaboration with the executive accounting 

officers having as a common objective the securing of maximum. inter- 

nal protection to the Air Lines in the control of Cash Receipts and 

Expenditures, Securities Held, Material Stores and Accounts Receivable 

of all types. The Air Lines are further protected by Fidelity Bond 

| Insurance with outside Underwriters; . Sere it. 

(d) Audit of the Income Accounts and the Consolidated Balance Sheet and > 
certification thereof. | 


INCOME ACCOUNTS 
Depreciation and Maintenance 
Provision for depreciation on Capital Assets was made during the year on 


the following bases: 


(a) Flight Equipment in service— 4a | a 
North Star M2—7 year estimated life from date of being put into service. 
DC3—4 year estimated life from date of being put into service. 

(b) eee Facilities—estimated life, the period depending upon the type. 
of asset. 


We have received certificates from a responsible officer to the effect that 
all Flight Equipment and Ground Facilities have been maintained in a proper 
state of repair and in an efficient operating condition during the year, that such’ 
physical retirements as should have been made during the year, as a result of. 
wear and tear and obsolescence have been made, and that notification of all 


‘such retirements has been given to the Accounting Department. 


Interest on Capital Invested 


The total charge for interest on Capital Stock and Capital advances during : 
the year amounted to $761,000. Interest at the rate of 3 per cent was paid to 
the Canadian National R'ailway Company on its investment in the Capital 


_ Stock cf the Company, ‘and at the rate of 14 per cent on Capital Advances 


by the Government through the Railway Company. The Capital Advances were 
repaid during the year. : sey mete 


Miscellaneous Income—Net 


The net Miscellaneous Income of the North American Services is composed 
principally of cash discounts earned on purchases and premium on sale of U.S. 
currency. In the case of the Atlantic Services, the expense arose mainly from the 
devaluation of Sterling balances. | 


CONSOLIDATED BALANCE SHEET 


- Temporary Cash Investment consisting of Canadian National Railway 


4 2% per cent Guaranteed Bonds, due the 15th September, 1969, is based on cost, 


4 which approximates very closely the year-end market value. | 


: - 
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Accounts Receivable and Payable of all classifications have been tested by 
us with the subsidiary and controlling records, cash and other transactions sub- 
sequent to the year end, departmental files and general supporting information 
but such Accounts have not been verified by direct communication with the 
individual Debtors and Creditors. 

A physical inventory of Material and Supplies was taken under direction of 
the Management late in 1949. We have received a certificate from the res- 
ponsible officers to the effect: | 

(a) That the quantities were determined by actual count, weight or mea- 
surement or by conservative estimate where such actual basis was im- 
practicable, and | ) | 

(6) That the inventory pricing was based on latest invoice prices for new 

materials, and that proper allowance for condition has been made in 
pricing usable secondhand, obsolete and scrap materials. 


Ledger values were brought into agreement with the physical inventory through 
a. credit. to Operating Expenses of $29,000. | 
- Other Current Assets consist of Salvage Suspense representing inventory of 
spare parts formerly included in Material and Supplies. The figure is net, after 
applying the reserve of $100,000 created in prior years against loss on*such 
inventory. | 
The Insurance Fund investments consist. of securities of the Government 
of Canada and the Canadian National Railway System (Guaranteed by the 
Government of Canada) together with cash and sundry current assets. ‘The 
year-end market value of the securities exceeded the book figure based on cost. 
Capital Assets are carried on the basis of cost. 3 


Reserves 


The Insurance Reserve amounts to $3,660,000. The Directors are of the 
opinion that the maximum amount necessary in this Reserve is $3,000,000 each 
in respect of North American and Atlantic Services. This amount was reached 
in the North American Service Reserve during the year and the accruals were 
reduced accordingly. Accruals in full are still being made for Atlantic Services. 

The Reserve for Overhaul relates to North Star M2 aircraft. This Reserve 
has been created from the residue of the North Star M1 Reserve not now required 
together with allowances in respect of engine and aircraft modifications, against 
which has been charged conversion costs of North Star M1 aircraft. We are 
informed by responsible officials of the Airlines that. the conversion program 
covering North Star M1 aircraft was completed at. 30th. November, 1949. 

Where foreign currencies are involved, the Balance Sheet accounts of the 
Air Lines are converted generally as follows: 

(a) United States 'Currency—at the dollar par of exchange. 

(6) Sterling Currency—at the rate of $3.0875 to the pound. 


Dollar amounts stated in this Report are to the nearest thousand. 


Yours faithfully, 
GEORGE A. TOUCHE & CO. 


- The Cuairman: Thank you, Mr. Turville. Income accounts. 


Mr. Futron: Just before we get to income accounts I would like to refer to : 
the paragraph “general scope of audit” and particularly to sub-paragraph (c). 
I find exactly the same paragraph was incorporated into the auditor’s report to. 
parliament last year. I regret that I have not been able to look back further 
than that but I imagine something the same has been said in each year’s report. 
eek I would like to ask Mr. Turville whether he is satisfied with the internal 
audit. | Sess 


Pa eee 
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‘Mr. Turvitie: I am definitely satisfied with that, Mr. Fulton, and I ote 
like to place this on record as the auditor of the company that the books and 
records of the Trans-Canada Air Lines are well kept. 

Mr. Fuuron: In other words, you would be prepared in addition to that to 
say that they do reflect actual conditions. 

Mr. TuRvILLE: Yes; and one indication of that may be that you will find 
that this report is dated the 7th of March 1950, which is before the date on 
which the Canadian National Railways’ report was signed. That means that the 
accounts were ready for audit by a comparatively early date. | 

Mr. Drew: Who is in charge of the accounts of Trans-Canada Air Lines? 

Mr. Turvitte: In our firm, do you mean? 

Mr. Drew: No, in the Trans-Canada Air Lines. 

Mr. Turvitie: Mr. Harvey. 

Mr. Fraser: And has he other men that go from office to office to take care 
of that work? Has he other accountants? 

Mr. Turvitte: That is right. They have what they call a travelling audit 
staff themselves. 

The CHAIRMAN: Income accounts? 

Mr. Fraser: On income accounts I think I asked Mr. McGregor about 
nae depreciation amounts. They are kept in a separate account entirely, are 
they 

Mr. Turvitue: Yes, they are kept separately. 

Mr. Fraser: For each plane? 

Mr. Turvitte: For each plane. Each plane is depreciated separately 


depending on the time which it has been in service. 


Mr. Fraser: Yes, and with regard to depreciation on offices and things of 
that nature, on landing fields, what about that? 


Mr. Turvitue: Are you rane wee ground facilities? 
Mr. Fraser: Yes. 
- Mr. Turvitie: That is also based on the estimated life. 
Mr. Fraser: And that is kept separately? 
Mr. Turvitue: Yes. 
Mr. Fraser: Is that kept separately for each place or generally over the 
whole thing? 
Mr. Turviuue: Yes, it is kept separately for each place. 
Mr. Frasrr: And that would include? 
Mr. TurviLtteE: Winnipeg, Montreal and so on. 
_ Mr. Fraser: And in.the United Kingdom also? 
Mr. Turvinie: As far as I know in the United Kingdom they only have an 
office which they rent. 
The Cuairman: Any further questions? 
Mr. Drew: Where is your audit of the books conducted; in the T.C.A. 
office or in the Canadian National Railways’ office? 
Mr. Turvitie: In the Trans-Canada Air Lines office. 
Mr. Hatrietp: How long does the audit take? 
“Mr. Turvitie: It is a continuous audit, Mr. Hatfield. 
Mr. Hatrretp: You are paid on a Seely basis? 
Mr. Turvitue: Yes, we are. 
Mr. Hatrietp: What does the audit cost? 
Mr. Turvitie: The audit fee is included in the Canadian National Railways’ 
fee which is $55,000 in all. ’ 
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Mr. Danw: What fee? | Ny 

Mr. Turvinte: The Canadian National Raneay fa inilgded) as far as ‘we 
as professional accountants are concerned, the fee for the Trans-Canada Air 
Lines audit. 

Mr. Drew: You do not receive any payment separately from whe Trans- 
Canada Air. Lines? | ee | 

Mr. Turvitiz: No, we do not. , 

Hon. Mr. ee ee I was going to say that ‘thake is a bill that is now 
before the House which provides for the payment-to this company of a sum of 
money which is inclusive of the: T.C.A. and the Canadian National Railways as 


~ well. 


Mr. Turvitue: I do not know if I am in _ order but I MBE call the attention 
_ to the committee the fact that the fee has not been changed since 1923 except in 
respect of a slight addition on account of the airlines. 
Mr. Fraser: That covers the Canadian National pea lines as well? 
Mr.-Turvitiz: Yes. 
The CuarrMan: The consolidated balance sheet. 


Mr. Fuuron: Interest on capital invested. I should point out that in your 
report you draw attention to the fact that interest is charged on the. capital 
stock which amounted this year. to $761,000. Did you make any enquiries as 
to the division of the capital equipment as between domestic and Bla nbis ser- 
vices? 

’ Mr. Turviuue: It was not necessary for us to de that, Mr. Fulton. We know 
what the amount. of the capital stock is, $25 million; we know the rate is 3 per 
cent; we also know that the capital advance of $15 million was outstanding for 
a portion of the year, and bore interest, at the Rates of 14 per cent. So, as far as 
the auditor is concerned, it is not necessary for us to £0 to the trouble of dividing 
the capital as between the Atlantic and North American services. 


Mr. Futon: You would not concern yourself in the annual statement et 
the amount of interest charged against the Atlantic and North American services? 


Mr. Turvitte: We should review that and if we found it was considerably 


out of proportion in respect to the two lines we would enquire very ma into - 


it, but we found that is not the case. 
‘Mr. Funton: You did review it and found it was a faip) division? 
Mr. Turvitue: Yes. 
Mr. Fuutron: Who sets the rate of interest? 
Mr. Turvitue: The rate on the capital Moe mean? | 
Mr. Futon: Yes. / 


Mr. Turvitte: When the airlines were incorporated originally the rate was 
5 per cent on the capital and I think it was in the year 1947 that the rate was 
reduced to 3 per Cont which, I would take it, was the current rate on interest at 
that time. ; Hay. 


Mr. Fuiiron: How about the 1 , per cent on capital a ane 

Mr. Turviuie: I beg your pardon? 

Mr. Fuuron: How about the 14 per cent on capital nahn | 

Mr. Turvitie: I would say that for a short term loan that i is a fair rate. 

Mr. Harrietp: Is this common stock or preferred stock? 

Mr. TurvitueE: Common stock. 

Mr. Hatririp: How do you pay this; as interest or dividends, or is there 
an agreement? .. Ft ean es scat be : bs 


eee rere ee 


ie 
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... Mr, Turvitur: I was rather expecting that question because it is not usual, 
of course, to pay interest on capital stock but I think that has been disposed of 
by Mr. McGregor during the meeting. 

Mr. Drew: In what way? | 

Mr. Turvitie: By saying that the rate of 3 per cent was the rate that was 
agreed upon. | 

Mr. Drew: Is there any provision to that effect either in the agreement or 
in the securities themselves? . _, | | 

Mr. Turvituz: In the securities? 

Mr. Drew: Yes. 

Mr. Turvitus: It is in the Act. 

- The Cuairman: In the Act of incorporation. 

Mr. Drew: Is there any provision that sets 3 per cent as the rate? 

Mr. Futon: Can you give us a reference to the section of the Act? 

_. The CuHatrman: You say it was amended in 1937? I will look that up. 
Mr. Futton: I remember raising this question when the general annual 
report was before us. Does that not almost turn it into the category of preferred 
stock? It has an annual return? | . 
_ Mr. Turvitue: In the sense that the interest is payable annually despite the 
results of operation of the company, one could say that although it is not called 
preferred it is at least privileged. 

The CuairMan: It is even more than preferred. It is in the nature of a bond 
interest because even on a preferred stock where the amount of the interest is 
fixed you do not give any dividends unless the company makes a profit. 

. Mr. Furron: Mr. Turville, does the government have any similar security 
mm respect to the Canadian National Railways? tee 

Mr. Turvitte: No, we must never forget that Trans-Canada Air Lines is a 
separate limited company. 

Mr. Fuuron: It is a subsidiary of the Canadian National Railways? 

‘Mr. Turvitte: Yes, a separate corporation. 

Mr. Fuiron: And one would gather that it is in a better position with 
respect to the T.C.A. than the government is with respect to the Canadian 
National Railways because they receive interest payments on that stock. 


Mr. Turvitim: I cannot say that. If this money had not been put up in the. 


form of capital stock it would have had to be put up in the form of loans of 


some kind. ; 

Mr. Furton: May I ask you this? In 1937 when the company was incor- 
porated did the Canadian National Railways actually advance $25 million cash 
to the Trans-Canada Air Lines? MaAe ve 


Mr. TurvILLE: No, it was advanced over a period. 
Mr. Futron: Cash payments were received over a period? 
Mr. Turvitip: Yes. 


; Hon. Mr. Curvrier: It was put in the estimates from. time to time. Last 
year there was a sum of five or ten million dollars. From time to time it was five 
million; one year it was ten million. ee i! 


Mr. Furton: The question I was interested in is that the Trans-Canada 


Air Lines did receive in cash $25 million from the Canadian National Railways. 


'_. Mr. Turvuze: That is correct... . 


# - The CHAIRMAN: Any. further questions? ; 
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Mr. Fraser: On this miscellaneous income. On the North American ser- 
vices, according to your statement here there would be $91,000 that would be on 
account of cash discounts or premiums, I should say, on United States ey. 
is that right? 3 

Mr. Turvitue: You are talking about the iiiscelneone income? 


Mr. Fraser: Yes, there would be about $91,000 on that and on the Atlantic 
services there would be about $100,000 through Bee 

Mr. Turviuie: Yes, that is roughly correct. 

Mr. Fraser: What is the balance of that made up of? 

‘Mr. Turvitte: As I said in the report.it is partly made up of discounts © 
earned on purchases of materials in the North American services. 

Mr. Fraser: Just a minute now. Discount earned on purchases. Just what 
do you mean by cash discount? That is a discount for paying cash? 

Mr. TurvitLe: Yes. Some companies when they make purchases charge a 
discount as a reduction of purchases. In Trans-Canada Air Lines they keep that 
separately; and it is a good indication I would say of the efficiency of the 
treasurer’s department in seeing that bills are paid and cash discounts taken 
promptly. a 

Mr. Fraser: I think that is a good answer. ee 

Mr. Drew: Mr. Turville, would you say the practice of not showing a 
consolidated statement in regard to surpluses or deficits is a good one? Do you 
not think that in years when there was a net deficit or a net surplus that could 
have been carried forward in the statement? What would you say to that as 
an accounting practice? 

Mr. Turvitite: From an accounting point Se view, without saying that I ab 
not agree with it, it really was up to the department. here, and the deficit was 
paid back to them and the surpluses were paid to the department and ‘they 
were under no necessity of carrying it forward. 

Mr. Drew: Where a surplus was earned. Would there be any surpluses? 

Mr. Turvitie: I understand there were. 

Mr. Drew: And they were carried forward, according to this statement? 

Mr. Turvintite: I am wrong there; I am sorry, Mr. Drew; because they 
turned into a deficit eventually. 

Mr. Drew: And if they were carried forward in each year as a deficit 
the surplus was applied against the deficit which was brought forward until it. 
became a net deficit. | 

Mr. Turviuue: I mean it is a fact, is it not, Mr. Drew; and therefore it has 
to be recorded in the accounts. 

Mr. Drew: You see, as an accountant, you can neteteaie the actual cost 
of operation of physical assets bought and capitalized which do not show against. 
them, and that account is a figure which would include the deficit. 

Mr. Turvitue: I certainly say that you could account for an operating: 
surplus or deficit, whichever it may be, irrespective of the fact that the account: 
balances. These are accumulated, and that will be done annually. 

Mr. Drew: Yes. Now, let us take such a situation as arises in connection 
with the Montreal to New York run. It has been quite frankly stated by certain 
officials of Trans-Canada Air Lines that aircraft are going to be put on that line 
which may not of themselves be as economical as other aircraft they could use and 
they are going to proceed to put these aircraft on because of the fact that it 
will encourage business on that line. Now then, if that is so, then they are 
building up a business asset which you might call goodwill, such as is ordinarily 
described as goodwill in a regular business of any ordinary company, and that 


Sy 
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goodwill becomes capitalized in the statement of the company. As against that 


capitalization, which is something theoretical, there is the deficit set off against 


it, and that is created for the purpose of justifying that result. It seems to me 


from an accounting point of view you cannot properly assess the capital value of 
_ these things unless you balance that against the accumulated deficit, when you 


have incurred that at least, partly, for the purpose of seeking to create new 
business. 

- Mr. Turvitir: I think perhaps we are working on different lines, Mr. 
Drew, because when I am looking at the balance sheet of Trans-Canada Air Lines 
or any other company I would view the situation by looking at their assets, 
both fixed and current, and looking at their liabilities, both fixed and current, and 
view the whole thing in its proper perspective. Now, in viewing one company’s 
balance sheet, I see a large credit. which represents the accumulated profit 
on the one side, and in another Company’s balance sheet on the other side J 
find a large deficit which represents the accumulated deficit. I look at Trans- 
Canada Air Lines balance sheet and I find that the assets compared to the 
liabilities are equal, therefore the Trans-Canada Air Lines have no deficit, it is 
paid by the department. 

Mr. Drew: At the end of the year parliament is presented with a bill for the 
deficit. 

Mr, Turvitue: Exactly, and that is the condition which exists. 

Mr. Drew: What I am getting at is this: these accumulated deficits are not 
carried forward. In the case of an ordinary corporation if there is a deficit 
they must carry it forward, under the Companies Act. : 

Mr. Turvitte: And the reason they are carried forward in an ordinary 
company is because the shareholders are not going to pay the money back. 

Mr. Drew: That is right, and of course it must be accounted for. 

Mr. Turvitue: Right. : 

Mr. Drew: I am simply seeking to point out that in a case where with their 
eyes open—and I am not criticizing the procedure—in a case where with their 
eyes open any organization ‘such as this undertakes an operation which is going 
unquestionably to involve a deficit for the purpose of building up long-term 
goodwill which will in turn come back, it seems to me that you achieve quite an 
unrealistic accounting position unless these deficits are accumulated to be set 
up against the goodwill you are building-up in that way. 

Mr. Turvitte: Are you suggesting, Mr. Drew, that this company should 
show a large asset item of goodwill? 

Mr. Drew: What we have been doing here is-to build up a goodwill, and if 
it were the case of an ordinary company that item of goodwill would be shown 
as an asset on the balance sheet, and against that you would show your accu- 
mulated deficit; isn’t that correct? 

Mr. Turvitie: I would say that it is true. 3 } 

Mr. Drew: I think you will agree that this company would have operated 
with a considerable deficit if that practice had been followed, isn’t that so? 

Mr. TurvitE: I agree. 


Mr. Drew: Therefore, if they are able to build up some assets against which 
they can set off these operating deficits—I am suggesting this only from an 
accountancy point of view, not as to what actually happens—but if they were 
to set that up as an asset in their balance sheet they could show against that the 
accumulated deficits. 


Mr. TorvinuE: I still think that when the committee or anybody else is 
reviewing the situation as far as Trans-Canada Air Lines is concerned they would 
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have to go back to the beginning i in the year 1937, and they Cpale ham to tale 
the profits and deduct the losses which have already been, incurred, but te 
would not be recorded in the balance sheet of December, ; 1949. 


Mr. Drew: No, but it should be. 


Mr. Matruews: Mr. Chairman, I agree with what Mr. Drew has said, but. 


I think I should point out that any comparisons that are made between the 
operations of the private company and the operations of Trans-Canada Air 
Lines are not very valuable. I think you will recall, Mr. Drew, that in a study 
of the Canadian National Railways by the royal commission and the Minister 


of Finance in 1933—that was Mr. Rhodes—he definitely adopted the policy. 
that deficits were not to be capitalized. Now, because of the fact. that private: 


enterprise must of necessity follow that practice, in my opinion, in following this 
situation carefully for twenty-five years, I think it is open to very serious question | 
to attempt to establish the fact that the earning power of Trans-Canada Air 
Lines or of the Canadian National Railways for that matter can be determined 
in any way contrary to the sovereign rule of parliament; and to say that it is 
good accounting or bad accounting to set up or write off a deficit seems to me 
to be acting completely in opposition to what the Minister of Finance established 
in 1934, and what parliament itself established, as far as the operations of this 
company are concerned. And as to that matter of goodwill, Mr. Drew, ass you 
know, that is based upon established earning power and established earning 
power only. Now then, what good would it be if the deficit of the 
T.C.A., contrary to the rule of : parliament, was: set up and_ established 


on a cumulative basis. In 1937 the capital structtire of the Canadian» 
National Railways was .revised as between the shareholders and the com-. 


pany, and one of the things that was approved by parliament was the 
writing out of the then existing deficit and accumulated interest on the deficit, 
and so forth. And if you were interested in the situation at that time you. will 
remember the public controversy. But I do suggest to you, Mr. Drew, that 
the comparison of Trans-Canada Air Lines in any shape, manner or form with 
business practice in regard to the accounting treatment of its capital is gare 
consistent nor reasonable. 


Mr. Drew: Iam sorry I cannot agree with you more, Mr. Matthews: I think ‘ 
there is a great deal in common with business practice and what we have with: 
réspect to this company, and I think the accounting system should be handled” 


on a similar basis. 

Mr. Marruews: But you had this fact, Mr. Drew, that this accounting has 
been adopted in accordance with rule of parliament anid on the advice of many 
authorities who have studied this question over the years, and who decided 


that it should be on the same basis as the Canadian National Railways, and you 


will find that the treatment now accorded Trans-Canada Air Lines is on a par 


with that throughout. The only difference is that the earnings of Trans-Canada’: 


Air Lines from 1940 to 1945 were accumulated, the surpluses were accumulated 
during those years, and because of that they were available to apply to a reduction 
of the deficit which made its appearance in 1946 and wiped out the accumulated 
surplus and brought us into the new deficit position. They follow the same 
procedure as was recommended by the royal commission in 1934 for the Canadian 
National Railways. 

Mr. Futon: But it seems to me that at least the deficits should be shown 
in some way. 

Mr .MatrHews: Parliament voted to seiaibee that recommendation and that 
was the decision. 3 
-' Mr. Drew: But it should be shown in the spe of the Syn PAR as an 
accumulated deficit. | , 
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Mr. Turvitte: I do not agree with you on that score, Mr. Drew, because 


a we have a situation here where the stockholders are making good the loss or 


deficit. In this case the stockholders undertake to pay the deficit, and how 


could a corporation expect its shareholders to meet a deficit of that kind. 


_Mr. Funron: I would agree with you that ordinarily you would not. find 
stockholders who would pay off a deficit in operations of that kind. 

The CHairMAN: The problem as I see it from an accounting standpoint is 
this, that once the government does make the payment then from an audit 
standpoint the liability ceases. The only way I see, therefore, that the audit 
report would be made to include this information would be for the auditors, 
whether requested by the government or by the committee, to attach to their 
audit report a summarized statement of all the votes by parliament to this 
company. : 

Mr. Futton: Or in the alternative, have them shown in the balance sheet. 
THE CuairMan: No. If you put a liability in the balance sheet that does 


not belong there no firm of auditors would sign the audit report. 


Mr. Drew: You see, that is completely different— 
THE CHAIRMAN: Oh, I get your point. : 
Mr. Drew: I am merely putting this forward in the hope that some recom- | 
mendation will be made which will deal with it realistically. During the first 
few years of its operation the Trans-Canada Air Lines showed a surplus, and 
that later was absorbed and became a deficit. That deficit was shown in the 


accounts for the first few years and then the deficits were paid by the govern-. 


ment with the approval of parliament in the usual way. These were not carried 


_ forward as an accumulated deficit and consequently in the very first year that a 


profit is made it shows as a surplus and the next year there is an accumulated 


surplus and the next year a further accumulated surplus, with the result that 


any uninitiated person who saw it would think that this company was being 
operated in the same way as an ordinary corporation and they would naturally 
say it is showing a good surplus when the fact is that surplus would not begin to 
offset the accumulated deficit over the years. For that reason do you not agree 
that a true picture of the deficit should be shown in the accounts? es 
Mr. Marruews: That is right, Mr. Drew; and in our report for 1947 we 
made that very clear when we said in that year the net deficit applicable to the 
air lines up to 1947 covers the surpluses from the year 1940 to 1945, less all the 
deficit years 1946 to 1947. Prior to 1940 the annual deficits were voted by parlia-_ 
ment in accordance with the Air Lines Act of 1937. That will be found at page 
21 of that report. 3 a 
Mr. Drew: That is what you stated then, and I am not questioning your 
statement at all, Mr. Matthews; you were merely doing what you had been — 
instructed to do, but you will recognize that the other statements do not con- 
tain the extension of that account. . | 
Mr. Marruews: Which are those? 
Mr. Drew: The statements of the other years when there were surpluses. 


Mr. Turvitte: May I interject that we have not been instructed to do any- 
thing as auditors. The balance sheet submitted to this meeting is signed by us 
and is a correct statement and could be shown in no other way. 

Mr. Drew: Certainly it could be shown in another way if— 

Mr. Turvinie: That is an “if”. ! 

Mr. Drew:—if the terms under which you were required to audit specified 
that you would show the accumulated deficit. As has been pointed out the 1947 
statement does show the accumulated position which relates to the early deficits, 


then the surpluses, and then further deficits. 
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I think the statement, at some point, should at all times show what the 
net position is in regard to this line’s whole period of operation, so that anyone 
picking up the statement can see the position for T.C.A. over the years. 
Mr. Turvintte: Anyone can pick up the statement now and tell the exact 
position of T.C.A. at the 31st of December 1949. 


Mr. Drew: Where, in this statement? 

Mr. Turvitte: In the statement as presented to the meeting. 

Mr. Drew: Where abouts in this statement is there anything that reflects— 
Mr. Matruews: But Mr. Drew— 

Mr. Drew: I want to find that out. 

Hon. Mr. Cuevrisrr: Just let the witness reply? 

Mr. Drew: Mr. Matthews says there is not— 

Mr. Turvitue: I say there is. 

Mr. Drew: Then fight it out between yourselves. 


Mr. Turvitte: The consolidated balance sheet for 1949 shows the true 
position of T.C.A. at that date. It lists the assets and liabilities and shows the 
deficit of the year has been charged to the government of Canada, and it shows 
on the asset side the amount of “deficit still payable by the government in the 
sum of $603,283. 

Mr. Fuuron: I do not think that anyone is questioning that the balance 
sheet and the auditor’s report shows the present position of T.C.A., but what 
is being pointed out is that under the accounting practice adopted— 

Mr. Turvitte: Which is sound accounting practice for any balance sheet— 
this one or any other. 


Mr. Futon: Reserving the right to comment on your statement later, under 
the accounting practice, what is being pointed out is the net over-all deficit or 
‘surplus position of T.C.A. is not reflected in the balance sheet and the auditor’s 
report. I agree with you, that the present position under the accounting practice 
is reflected, but we are dealing here with another factor altogether—whether or 
not there should be appended either a liability factor showing an over-all net 
deficit position or, on the other hand, an asset figure showing the amount paid 
by the government of Canada; or whether, alternatively, the auditor’s report 
each year might point out that there has been accumulated so much net deficit 
paid by the government, or, in other years so much net credit taken out by the 
government. 

Mr. Turvitte: As a matter of fact a schedule could be prepared a 
attached to the accounts themselves. 


Mr. Drew: That would be a very simple thing to do. 


Mr. Turvitte: Yes, but as far as accounting procedure is concerned I wish 
to make this perfectly clear. 


The CuHairMaAn: I think you are blaming the wrong man. 


Mr. Turvitue: I am not taking it that way, Mr. Fulton—but under the 
accounting practice followed the statement is peared in accordance with the 
facts as they exist. 


Mr. Fuuron: In the situation you dre dealing with. 


Mr. Drew: Nobody is questioning the accuracy of the figures but I am 
_certainly pointing out that no one picking up the 1949 report for the first time, 
would have any way of knowing what the accumulated result of the operations of 
T.C.A. is over the period since its inception—as you would in the case of the 
statement of an ordinary corporation. There is this very unusual fact in the 
consolidated balance sheet at December 31, 1949 there is shown as an asset, 
“oovernment of Canada—balance of deficit, $603,283.” Have you ever seen a 
deficit in a current asset? 
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_ IMr. Turvittp: That question has been asked’ before, and I am surprised — 
that you ask it, Mr. Drew. | | 
Mr. Drew: I am surprised at it being shown in the current assets; I would 
not be surprised to see it being shown at the bottom. 

Mr. Turvitie: It is the amount of the deficit for 1949 which has not yet 
been paid to Trans-Canada Air Lines. It is an account receivable and it is current. 

Mr. Furron: There I am afraid I would have to take issue with Mr. 
‘Turville. It is not yet an account receivable. It is not an account receivable 
until it is passed by parliament in the supplementary estimates. 

Mr. Drew: You are taking a lot for granted if you think parliament is 
going to pay something which is not yet before it. pba 

“Mr. Turvitie: It is an account receivable under the authorization. If the 
government turns it down it will be a bad debt. 

The Cuamrman: I think the suggestion made by Mr. Drew of a schedule 


being attached to the auditor’s report indicating from year to year the gifts, 


grants, or votes of money or whatever you want to call it, which are made by 
the parliament of Canada to this company, would answer the purpose. 
Mr. Drew: No, no, it should be @ schedule showing the year by year result 


_ which produces the net position. Starting in the first years they were deficits; 


, not got. 


then they were years of surplus, and then years of deficits. We may hope that 
may not be a permanent situation and, if there were such a schedule, and if it 
were a cumulative schedule—even if it was not cumulative—it would be possible 
for a layman to pick up the report and see what the position was. 3 

The Cuatrman: I think if you showed in that the years where there was 
a surplus— 

- Mr. Drew: There is no vote in the years where there was a surplus and it 
will not show the position unless the deficits and surpluses are brought together 
to bring a net result. 

Mr. Fuuron: I would like to point out one thing which arises from reading 
the Act in connection with the discussion which we have just had. As I read the 
Act it is not the C.N.R. which attaches the 3 per cent fixed interest to the 
capital advanced, it is the government itself—as I read the Act it is the governor 
in council. 

The CuHairman: The Act speaks for itself—that is why I got it for you. 

Mr. Turvitie: I think that is true. | 


Mr. Fuuron: I was under the impression that the C.N.R. made that charge 
but I find that it is the government which fixes the charges. 


Mr. Hatrietp: How can this $603,283 become an asset before it is income? 
Mr. TurvitLEe: Do we have to go through that again, Mr. Hatfield? 
Mr. Harrietp: I do not think it is an asset if it is something which you have 


Mr. Drew: What it really means is this, Mr. Hatfield. Unknown to us the 
position has been arrived at where it is assumed that any deficit is going to be 
an account receivable without question, and it is included there as an asset. That 
is the device by which this becomes an asset—which I must say is a thoroughly 
unique method of accounting. 

Mr. Turvitie: That is the same situation which exists with respect to the 


C.N.R. 
Mr. Drew: I am not going to hold any brief for C.N.R. accounting. | 
The CuarrMan: Are there any further questions on miscellaneous income? 
Carried. ) 
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The consolidated balance sheet? 

Mr. Fuutron: In subparagraph (b) you say, with ee) to materials’ and 
supplies, “that the inventory pricing was based on latest invoice prices for new 
materials, and that proper allowance for condition has been made in pricme 
usable second hand, obsolete and scrap materials.” 

-In that case, Mr, Turville, are materials in use in connection with an ainerate 
and its operation normally dealt with in this way, or is it normal to depreciate 
those materials? | 

Mr. Turvitie: No, ines are taken on the basis of cost but, if through some 
condition of business the market price should be less than cost they would be 
written down to the present day value if it is lower than cost. 

Mr. Futon: Well, if the equipment was two years old and had been nee 
extensively, is 1t an accurate reflection of the credit picture to put them in at 
cost? | 

The CHAIRMAN: There is no used item which stays in the inventory once 
the 1tem is used. Once it is used it is out of inventory. 

Mr. Fuvuron: Oh, I am sorry. 

Mr. Turviuie: If it has gone into equipment of some kind it is not in the 
inventory. 

Mr. Fuiron: Thank you. 

Then, the next sentence reads: ‘“‘Ledger values were brought into agreement 
with the physical inventory through a credit to operating expense of $29,000.” 
In your 1948 report at page 319 of the proceedings, you have said that ledger 
values were brought into agreement with the physical inventory, through a 
charge to operating expense “ot $33,000. In other words you had a charge of 
$33,000 last year and a credit this year of $29,000. Can you tell me what hee 
taken place there? 

Mr. Turvitte: May I first say that the credit of $29,000 represents the -298 
per cent—less than one-third of one per cent of the stores issued, and it shows 
that the stock records and requisitions have been very very carefully kept over 
such a large amount—$9,308,000, during the year. 

Mr. Fuuron: Where do you get the figure of $9,308,000? 


Mr. TurvitiE: You will not have that—I am giving you the figure of the 
total stock issued out of stores during the year. 

- Mr. Fuuron: 'Do I inderstand this is purely a bookkeeping entry to balance 
the accounts? 

Mr. Turvitte: The physical inventory which is taken auetae the year is 
compared with the book records and; at the date of the taking of the physical 
inventory it was $29,000 more than the book records which it were CORAM RLY 
adjusted to the physical. 
| Mr. Futon: The fact that last year it was $33, 000 hee does not mean ‘that 
there was any transfer? 

Mr. Turvitie: No. ) 

Mr. Fuuron: I was wondering whether it meant any disposition of stores? 

Mr. Turvitie: No. 

The CHAIRMAN: Shall we go on to reserves?’ 

Mr. Futton: No, I see in the next paragraph you say “the figure is a 
after applying the reserve of $100,000 created in prior years | against loss on 


such inventory.” Once again the figure of $100,000 is the same reserve as shown 
last year. 
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Mr. TuRVILLE: That is true. | 3 

Mr, Futon: I was going to ask you whether you would care to say whether 
or not it is usual to build up such a fund and increase it from year to year? 

Mr. Turvittm: No, that is not the case in this instance. You have been 
looking at last. year’s report where provision was made for $100,000 for any 
loss that might take place in material and supplies. This year we mention it 
to call to your attention that the $100,000 was not required there, and it has 
been used to provide for any losses that might take place under salvage expense 
receivable. You will notice on the balance sheet that the salvage expense 
receivable is $32,000. 

Mr. Fuuton: On the balance sheet? 

3 Mr. Turvine: $33,442. It is shown as “Other current assets” in the 
balance sheet. : | 

Mr, Fuuron: $33,442; so you have exhausted the reserve fund? : 

Mr. Turvitte: We have transferred the reserve to that account. It would 
have been $133,442 if that reserve had not been applied. 

Mr. Furron: Would it be necessary to build that up again? 

Mr. Turvitue: No, I do not think so. From inquiries which we have made 
we are satisfied that at least $33,000 will be collected in respect of that item. 
4 _ The Cuamrman: Does the item carry? 

Carried. 

Now, “Reserves”, i | | 

Mr. Fraser: Could you tell me why you call this a Temporary Cash 
_ Investment—these bonds, September 1969, the item of $1,005,812.50? — a 
vy. Mr. Turvitte: That, I think, was explained during the meeting. That is; a 

temporary cash investment. It is invested in Dominion of Canada guaranteed 
bonds, and it has arisen through depreciation. It is money that was available 
and put into that fund. It will be used, presumably, during the year and it was © 
segregated from general cash for that purpose. 

Mr. Fraser: And thus it is in bonds? | | 

Mr. Morrison: It has been invested, and is earning interest for the term 
as a temporary investment. 3 

The CHairMAN: “Reserves”? 3 | 

Mr. Fuuron: Have you any comment to make, Mr. Turville, on the 
adequacy of the $3 million reserve fund with respect to operations? 

Mr. Turvitie: I do not think that I am qualified to pass comment on the 
opinion of the president and directors or the management of Trans-Canada 
Air Lines on that subject. As you know, it has no direct relationship to the 
values which are shown on the balance sheet. It has been built up over a 
period of years and it is the considered opinion—and I ean pass no comment 
- on.it other than to say that it is sufficient for the purpose for which it was 
' ereated. | | 

Mr. Futton: When you have a fund of $3,660,000 over-all, would it be 
doing violence to accounting practice for you to apportion it equally in propor- 
tion to the capital involved in the two systems, and then to turn around and 
charge a large item to the other side? ‘ 

Mr. Turvitte: So far as the insurance fund is concerned, it was first of all 

_ started in the domestic service, and the Atlantic service started later when they 
_ started to build up a fund for it too. | 
+ Mr. Funrron: You had one company operating two different. services. One 
_ ompany pays for the aircraft for both the services? 

; Mr. Turvitue: Yes. t 
_ + 59293—6 
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Mr. Fuuron: Is it not rather a distortion of the picture to build up—just 


because there are twenty new aircraft and you put ten on the one service— 
I mean ten on this new service—and ten on the other service which is an old 
one—would it not be a distortion of the picture to charge the new service a large 
amount each year? | 

Mr. Turvitip: I would not say that would be the case. The air line has 
got two services as you said and provision has been made on the one service 
up to the point where the management considers it is sufficient, and therefore 
they stop it. And the other service has not yet reached the point which they 
consider sufficient. So, in my opinion, it would not be proper to take out of the 
$3 million which has been created for the North American service and to put 
it over to the Atlantic service. | | 

Mr. Fuuton: The only figure I can suggest would be an amount bearing 
the same proportion to the total amount in the fund as capital equipment on 
the Atlantic service as compared to capital equipment on the domestic service. 

Mr. Turvitie: That will, in the course of time, happen. 

Mr. Futon: Your statement is that it has not? 

Mr. Turvitte: Not at this stage. 

Mr. Fuuton: And you think that is the*sounder practice to follow? + 

Mr. Turvitie: Yes. 

The CuarrMan: Shall the report carry? 

Mr. Fuuron: No. Do you audit a pension fund? 

Mr. Turvitte: We audit the amount paid into the pension fund. And as 
you observed earlier the pension fund is not carried on the balance sheet of 
Trans-Canada Air Lines. It is administered outside. But we verify the invest- 
ments which are included in the fund by actual count. 

Mr. Futton: In other words, you satisfy yourself that the values shown 
in the fund are correct? 

Mr. Turvinue: That is right. Bags 
. Mr. Futton: And do you make a separate report of that to the company or 
to the trustees of the pension fund? : 

Mr. Turvitte: To the trustees of the pension fund. . 


Mr. Futon: I have one final question. In view of your comment on the 


remuneration paid to your firm, may I ask who pays for this report? 
Mr. Turvitie: We pay for it in the first instance. 


Mr. Fuuron: I mean the printing and the preparation; is that part of your 
service? 


Mr. Turvitue: Yes. We pay for it. 


The CHAIRMAN: Does the item carry? 
Carried. | 

Now, gentlemen, that concludes our work in this reference with the excep- 
tion of the tabling of the answers which were asked for today. 


Mr. Drew: It concludes the witnesses? 
The CHAIRMAN: Yes. 


Mr. Drew: I shall indicate the witnesses whom I wish to have called 
presently. : 


The CuarrMan: I beg your pardon? 


Mr. Drew: I shall indicate the names of the witnesses whom I wish to 
have called presently. . £ 


; 4 : 
The CuyarrMAN: Have you some witnesses you wish to have called? 


\ 
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_ Mr. Drew: Yes, and we shall decide when we are to have them called. 

Mr. Fuiron: Do we review the budget? 

The CHairMan: It is not referred to us. 

Mr. Futton: Would this be a timeto raise that question? We reviewed 
the budget of the Canadian National Railways. Is it included in the refetence? 

The Cuairnman: Yes, the C.N.R. budget is included in the reference. 

Mr. Fuuron: I raise the point for future discussion that this committee 

consider a recommendation that in future years we take up the budget of T.C.A. 

The CuarrMan: Yes. When we are on the report I presume there will be 
that and other matters to come up. 

Mr. Drew: You say that the budget is not included in the terms of 
reference? . 

The CHairman: No. 

Hon. Mr. Curvrier: No, and it never has been, either. 

Mr. Drew: I have not got the reference in front of me. 

The CHairMAN: The order of reference is here, Mr. Drew. 

Mr. Drew: Yes, certainly it includes the estimates. This is the reference: 

“That a Sessional Committee on Railways and Shipping owned, operated 
and controlled by the Government, be appointed to consider the accounts and 
estimates and bills relating thereto of the Canadian National Railways, the 
Canadian National (West Indies) Steamships, and Trans-Canada Air Lines, 
saving always the powers of the Committee of Supply in relation to the voting 
of public: monies; ...... & 3 


Hon. Mr. Cuevrrer: “Accounts and bills” refer to the Canadian National 
Railways. 

Mr. Drew: Oh no, no: 

Hon. Mr. Curvrimr: Yes, yes, it does and that form of reference was used 
long before Trans-Canada Air Lines ever existed. The terms of reference were 
exactly then as they are today and as you have read them. T.C.A. was added 
afterwards so it could only include thé “accounts and_ bills” relating to the 
Canadian National Railways. 

As a matter of fact, it has been the practice in this committee to deal with 
the accounts, the reports, and the budget of the Canadian National Railways but 
not the budget of Trans-Canada Air Lines. 

Mr. Drew: I am not concerned with what has been done. I am concerned 
with what the actual wording of this resolution is and I read it, .and. T--desnot 
think that English could be clearer and more simple. It reads: 

That a Sessional Committee on Railways and Shipping owned, oper- 
ated and controlled by the government, be appointed to consider the 
accounts and estimates and bills relating thereto of the Canadian National 
Railways, the Canadian National (West Indies) Steamships, and Trans- 
Canada Air Lines... 


The Cuarrman: Yes. You are reading from the committce’s appointment. 

Mr. Drew: Certainly, and that is where the powers are. . 

The Cuarrman: Pardon me. The committee when appointed does not act 
until the House actively assigns certain duties to the committee. When the 
committee is set up it is given certain powers and if you will read down, you 

will find the order of the House referring different matters to this committee. 
And I say that in so far as I know—and I have asked the clerk to inquire—the 
- House has not referred to us anything except what ave have already covered. 
5929363 ; 
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“Hon. Mr. Chntinme It is clearly set Gat in ine sae: ee oie 
The CuairMan: If you will read the order from the House to the committee, 


it is quite true that the powers given to the committee are very wide. But we 


do not exercise those powers until the House orders. us to exercise them, 

Mr. Drew: Of course, we will have to move in the House that this order 
which has been inaccurately drawn, should comply— 

The Cuarrman: No, there is nothing inaccurate about it. 

Mr. Drew: Cen it is inaccurate. It is parliament that has the power. 
Parliament decides that the estimates be submitted to this committee, and the: 
order does not conform with the resolution. 

The CuairMAN: Pardon me a moment, I shall acquaint you Hel the practice 
in that regard. The practice is that if the committee finds that the House has 


not referred to it any subject which the committee thinks it should have, we — 


then prepare a report and go to the House with the committee report asking 
that certain additions or authorizations should be extended to the committee. 

And as to that type of report, we are required to move concurrence. 

Mr. Drew: Then I shall move that the committee present a report for 
submission to the House tomorrow that there should be an order which*is in 
accordance with the resolution setting up this committee and referring the 
estimates of Trans-Canada Air Lines, so that the terms will be consistent; so that 
the budget of Trans-Canada Air Lines will be referred to this committee. 

The CuatrrMan: Well, then, you started out, Mr. Drew, to indicate what 
witnesses you wished ‘to have called. 

Mr. Drew: Do you not want to deal with this motion first? 


Hon. Mr. Cuevrirer: I think we should deal with a statement you hres? a 


moment ago. 

The CuHatrMan: I think a motion of that kind should be drafted in writing 
and drafted with reasonable care. | 

Mr. Fraser: Did I not understand Mr. Howe to say when he stated that 
he would have this committee set up, that he would have it set up next week ; 
. and did he not mention the fact that we should go into the estimates? 

The CuairmMan: I could not tell you. 

Mr. Fraser: I believe he mentioned the estimates. 

The CHAirMAN: I do not know. 

Mr. Fraser: I have not got the Hansard ore before me; but at that 
time I think I said there was only one committee which studied the estimates 
and that was the External Affairs committee; and he said, no, you are wrong. 

.Hon. Mr. CHervrrer: What the Right Hon. Mr. Howe probably said was 
that the affairs of T,C.A. would be submitted to this committee in the same 
manner that had been followed in the past. . 

The CHAIRMAN: We shall not worry about that. Have you the names and 
addresses of the witnesses you want called, Mr.. Drew? 

Mr. Drew: I would like to have the following called: T. H. Cooper, Comp- 
troller. W. F. English, Vice-President in charge of operations. W. H. Seagrim, 
Director of Flight Operation; and James Bam, Director of Engineering and 
Maintenance. 

The Cuatrman: Mr. Drew, are any of ‘these witnesses in attendance, or do 
you wish the committee to arrange for their attendance? 


Mr. Drew: I do not think any of these people are in attendance. That is q 
why I did not raise the question this afternoon. These are all officials of 


Trans-Canada Air Lines. 
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The CHARMAN: Yes. Mr. Cooper was before this committee when the 

4 Canadian National Railways were here. . 

¥ Mr. Funron: I wonder if I might add—I have, Mr. Drew’s consent to it— 

_ the names of Mr. Baldwin of the Air Transport Board and Mr. Turnbull the 
Deputy Postmaster General. 

Hon, Mr. Cuevrier: Well, that raises the point as to whether or not this 
committee wants to go outside the operations of the Trans-Canada Air Lines. 

_ I am not suggesting they should not be called but I think the committee must 

_ decide whether or not witnesses who have no official capacity or bearing with 

_ the T.C.A. should be called. 

—~ Mr. Futron: In order to avoid confusion I am inclined to put that in a 
separate resolution 80 that we will not have this complication. I withdraw my 
request. 

The Cuairman: There will be no need for a resolution so far-as the people 
indicated by Mr. Drew are concerned; they are officers of the corporation. I 
_ made inquiries as to whether any of them could be made available for tomorrow 
but I find it is very very doubtful. 
Mr. Drew: It would be well then to set a date after the Easter recess. 
' The Cuarrman: I would think that it would be wise to do so. 
_ Mr. Drew: I can assure you that these will not be long examinations so 

_ why not call them say the:Monday after we come back? I think everybody will 
realize that on the Monday when we get back there will be various. details to 
look after and so on. So why not arrange for that date which is an equally 
convenient date? Why not arrange for April 23rd? Do es 

The CuairmMan: I think you will find Mr. Drew that quite a number of. 
the members who live at long distances will not be back on Monday. 

Mr. Drew: That is why I suggested we should not have it on the Monday 

after the House reopens. ; 

The CHairMAN: You suggest the week following? 

Mr. Drew: Yes: ? ‘ 

‘The Cuairman: Then, with regard to Mr. Baldwin and Mr. Turnbull who 
are outside the company’s services, the practice has usually been in committee 

_ work here that when a request is made for an outside witness the committee 
sets up. a steering committee to decide as to whether the witness should be called. 
Now, if you feel it is important, Mr. Fulton, I will ask for the appointment of 

an agenda committee. Are you pressing for Mr. Baldwin and ‘Mr. Turnbull? 
Af you are I will ask that an agenda committee be appointed? 

4 Mr. Fuuton: Yes. 

The Cuatrman: Will some one make a motion for the appointment of an 

_ agenda committee of this committee? | 

Mr. Guus: Mr. Chairman, would you tell me now just what is going on? 

_It seems to be some kind of a secret arrangement among three people. Is it 

_ your intention now to adjourn this meeting tonight, and arrange to meet again 

_ after the recess and call more witnesses in here? Is that the idea? 

f The CHatrMan: It is my intention, Mr. Gillis, to do whatever the practice 

: requires should be done subject only to one thing, namely, the wish of the com- 

mittee. Mr. Drew has moved that Mr. Cooper, Mr. English, Mr. Seagrim and 

_ Mr. Bain, all of whom are officers or officials of the Trans-Canada Air Lines or 

_ the Canadian National Railways, should be called to give evidence. That is quite 

an ordinary and reasonable request. Then, Mr. Fulton has asked for two outside | 

gentlemen to be called, one is Mr. Baldwin of the Air Transport Board and the 
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other is Mr. Turnbull, Deputy Postmaster General. As to the latter two wit- 
nesses I have indicated that before any witnesses outside the airlines service 
are called to a committee it. is customary to appoint an agenda committee to 
determine whether the witnesses should be called. 
Mr. Giuuis: We have already gone over the report and we have finished 
with the auditor’s report. To all intents and purposes the reports are closed. — 
Now, in what capacity are these other witnesses coming in? To go over these 
reports again? 
Mr. Fuuron: I might make a comment on that question. In the course of 
evidence given by Mr. McGregor we learned that certain representations were _ 
made in 1949 to the Post Office Department and the airlines had hoped that a 
new agreement would be reached which we were further informed has not yet 
been reached and we are further advised that the airlines requested an additional 
amount of $70,000 to cover, in their opinion, the increased cost of transporting 
mail over what they were originally called upon to transport the mail for. 
Taking that at its face value, it is the opinion of the airlines that they are losing 
$70,000 a month because that agreement has not been reached. I feel we should 
call the Deputy Postmaster General because I would like to have him here. 
I would like to move, in the absence of any evidence to the contrary, that this 
committee recommend in -its report that the recommendation of the Trans- 
Canada Air Lines be implemented, and I would like to have the evidence of the 
Deputy Postmaster General in order to enable me and other members of the 
committee to make up our minds as to whether we should so recommend or not. 
. Hon. Mr. Cueveter: Why do you call the Chairman of the Air ‘Transport 
oard? 7 
Mr. Fuutron: Because I am disturbed by the statement of Mr. McGregor 
in regard to the Air Transport Board setting rates and approving schedules in 
that the Air Transport Board does not take into account the cost to T.C.A. 
of providing the service. I did not feel it was proper to question Mr. McGregor 
as to details in that regard. I thought the committee could satisfy itself by 
calling a representative of the Air Transport Board to tell us just how they fix 
their rates. | 
Hon. Mr. Cuevrrer: Well, it is not up to me to say whether the witness, 
should be called, that is for the committee to decide; but we had the same thing 
in going over the accounts of the Canadian National Railways and the Canadian 
National Steamships. The same point that you are raising indirectly now was 
‘raised then, namely, that the Canadian National Steamships had made certain 
representations to the government that that old account of $23 million should — 
be wiped out, and I stated that for certain reasons it was felt that that should ~ 
not be done. On that basis, I suppose, you could have countered and said: 
well, let us call these officers in the Department of Finance who are opposing 
this and let us find out whether we can save this $25 million for the Canadian 
National Steamships. On that basis you would have been justified in calling 
two, three or four officers of the Department of Finance to substantiate that 
point. Should there not be some finality to the calling of witnesses, and where 
do you draw the line? Do you draw the line by calling witnesses of T.C.A. 
or are you going to call witnesses from various departments to substantiate the 
claims of witnesses of the T:C.A. or the C.N.R.? 


Mr. Futon: I would draw the line in that connection here, that the matters 
to which you have referred—that is the wiping out of a debt of $24 million—_ 
affect past relations, and are past history. What we are dealing with here is 
something that has a continuing influence on the operations of the Trans-Canada 
Air Lines and,contributes to a deficit. Whether the deficit will be wiped out 
by the increased payments is what we can endeavour to find out. That is the 
difference that I see. As to the other question of the Air Transport Board I do 


_ this report open if we wanted to call more witnesses. 
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not really understand that they are actually officials of a department; they are 


a rate setting body, amongst other things, and I do not see why this committee 
should not have them before it. ane 
Hon. Mr. Cuevrier: Why not call the officers of the Board of Transport 


~ ~Commissioners? 


Mr. Fuuron: We were told that that matter is sub judice. They are a rate 
setting body for the railways and the Air Transport Board is a rate setting body 
fo the airways. 

Hon. Mr. Cuevrter: If I follow your argument correctly, then I put this 
to you that Mr. Donald Gordon in his statement to the committee said that he 
was very anxious to see the rates on mail increased so far as the Canadian 
National Railway claims were concerned and he said that negotiations were 
going on with the Postmaster General. There is a point exactly in relation with 
your position, and if you had been consequent in your thinking you would have 
then said: let us call Mr. Turnbull. Why call them for the purpose of sub- 
stantiating the position of the Trans-Canada Air Lines and not call them for 
the purpose of substantiating the position of the Canadian National Railways? 

Mr. Gituis: The point that I take issue with is this, that we have con- 
cluded the report, and if you start and call a half a dozen more witnesses you 
have to open these reports all up again and go over this thing. Now, on this 
mail business I would like to say this to Mr. Fulton: I would hke to see that 
settled also but I do not think the place to settle it is in this committee. It | 
involves negotiations between Trans-Canada Air Lines and the Post Office 
Department and we have been told this before, and definitely, that as far as a 
standing committee of the House of Commons is concerned they have no 
authority to recommend anything to the government that involves an expenditure 
of money. In this particular case it does involve quite a large expenditure 
of money. 

Mr. Fuuron: We have not ‘been told that. 

Mr. Gituts: Oh, yes. I have been told that quite often on several House 
of Commons committees, the Veterans Affairs Committee, for one, and the- 
Industrial Relations Committee for another. We had it out pretty thoroughly 
on that last one and even had legal opinions on it but we were not permitted 
to do it. I am as anxious to get information as is anyone on this committee 
but as I see it now we have finished with this report. Now, does this committee 
intend to start all over again after the House resumes following the Easter 
recess and have these reports all gone into again? If that is so, it is all right 
with me but I do not think it is necessary. We have completed this thing. 
We have a lot of information. In the matter of the mail contract I think the 
place for us to go after that is in the House on the estimates of the Department 
of Transport, the Department of Trade and Commerce and the Post Office, 
Department and pound the thing out there if we want to help the Trans-Canada 
Air Lines. In the meanwhile let them carry out their negotiations directly. 
There will be delay and confusion if we start and kick that around in this 
committee. With regard to the other witnesses Mr. Drew is asking for, I do 
not know what purpose they are intended to serve, but we should have kep 

Mr. Hatriseip: It is open. 

Mr. Gruuis: No, it is completed and finished with. 

Mr. Fuuron: On the point that Mr. Gillis makes as to whether we can 
make recommendations as to certain things or not, I cannot agree with him. 
It is not open to a member in the House to move something that will involve 
the expenditure of money but it is perfectly open to any member, or group of 
members, to move a resolution that in the opinion of this House the government 


-.should do so and so. Now, we have to make a report to parliament and as I 
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see it we have to make recommendations, but I do not think we are in a 


position yet to make any recommendations of that nature and will not be 
until we have the additional evidence that I suggested we could get by calling 
in the Deputy Postmaster General. That is the reason I would like to have 
him called before this committee. JI do not think we are in a position at the 
moment to make up our minds as to whether we should recommend the calling 


of the additional witnesses who have’ been requested, and I therefore suggest. 


that we adjourn to find out what can be done in that respect. ; 

The Cuairman: Now, I am ready for a motion to be put to the general 
committee. You will have the opportunity of consulting the committee. Would 
someone move the appointment of an agenda committee, say of four or five 
members? They are usually named by the chair after the motion passes. 

Mr. Furttron:. What was that, Mr. Chairman? 

The CuHaArrMAN: I have asked for a motion to appoint an agenda com- 


mittee, and I suggest that it be composed of five members to be named by - 


this chair — 
Mr. James: Pardon me, Mr. Chairman; what is an agenda committee? 
The Cuatrman: The duty of an agenda committee is to bring in a report 
to the main committee as to the calling of witnesses or any other procedural 


matter which comes up. 3 . 


Mr. Grorce: Do I understand from that, Mr. ‘Chairman, that any member. 


who wishes to have a witness called would place his request before such an 
agenda committee? | 

The Cuarrman: I think they can do that as a matter of right. I think 
every member of this committee has the right to ask for the attendance of any 
officer of the company, or any official whom he desires to have called to give 
evidence. J think that has been the usual practice. 

_ Mr. Furron: And he would make his request to the agenda committee? 

The Cuairman: Yes, that is the usual procedure. I am in the hands of the 
committee, | 
Mr. Knicur: Is it within the power of the agenda committee to refuse a 
member’s request to have a witness attend? 

The CHAIRMAN: Once 4n agenda committee is appointed all matters pertain- 
ing to agenda are in the hands of the agenda committee. 3 j 

Mr. Knicut: Would that mean that the agenda committee would have the 
power to refuse or reject a request for witnesses to appear? 

The Cuairman: I was just saying that once the agenda committee is 
appointed then all such matters will be in the hands of that committee; for 
instance, they could say whether Mr. Cooper or anyone else is to be called. 

Mr. Knicut: It is entirely in the hands of that committee? 

The CuHarrMaAN: Oh, yes. | 

Mr. JAMEs: I was wondering if we could have a statement from Mr. Drew 
similar to the one made by Mr. Fulton as to why he wants these men called 
before we come to any decision with regard to the appointment of an agenda 


committee. It seems to me that Mr. Drew or Mr. Fulton are the only ones who 


are interested in calling these men. Would Mr. Drew care to do that? 


Mr. Drew: Certainly; I would be very happy to state that. These witnesses 
whom I have it in mind to call are the people who have the direct information 
and would be able to give evidence in regard to the technical operations of 
Trans-Canada Air Lines; and that is why I think they should attend before 
_ this committee. . 


Hon. Mr. Creve: May I ask this question, Mr. Drew? 
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i Mr Drew: “Yes. ma | 
Hon. Mr. Curvrrer: Is the information which you seek from these technical 
4 men not available from the witnesses who are here today? 
o Mr. Drew: No. Ont i 
Hon. Mr. Cunvetmr: They have indicated to me that they have attempted 
_ to answer all the questions you have asked them and they feel that they had 
_~ sueceeded in doing so. It may be that you are not satisfied. 
Mr. Drew: No, I am not satisfied, to my own knowledge of what informa- 
» tion is available. I know perfectly well that there is information in the possession 
- of the technical and operating ‘staff which would not in the ordinary course of 
_ events be placed before the president of the company, quite obviously. , 
a The Cuairman: There is a motion before the chair; are you ready for the 
: question? | 

Mr. Furron: Mr. Chairman, I indicated earlier my reasons for calling 
certain witnesses, but after having talked the matter over I would be prepared 

to withdraw my motion, if I may be permitted so to do. 

The CuairMan: But the trouble is that in the meantime one of the members 
has indicated that he intends to move that no more witnesses be called. Let us 
do this thing in an orderly fashion and appoint an agenda committee and let 

the agenda committee report to the main committee. 

e Mr. Fuuton: I said that I withdrew my motion. 

i Mr. Drew: Let us not have anything of this kind going on. The chairman 
_ said a short time ago that no motion is required for the purpose of calling these 
' .witnesses, and I am quite agreeable to an adjournment until the 23rd of April, 
| if that is suitable to the committee. Let us understand quite clearly whether 
_ that is to be done or not. 


Hon. Mr. Cuevrimr: I do not think there was any agreement arrived at; it 
_ is in the discussion stage. 


Mr. Drew: Let us know clearly whether that is or is not to be done. 


The CuarrmMan: I am entirely in the hands of the committee and I hope 
_ that every member of the committee will feel that he has been fairly treated in 
_ every possible way. I think, in view of what has transpired since I expressed 
_ my opinion, that members of the committee generally would be satisfied if an 
agenda committee is appointed and then they would report to the main com- 
_ mittee at a following meeting. | 

4 Mr. Fuutron: Mr. Chairman, I withdrew my motion. 


a Mr. Drew: I understood you to say a short time ago, Mr. Chairman, that 
an agenda committee was not necessary for the purpose of having witnesses, 
called. If the guillotine is going to be applied let us know right away. 

q Mr. Heauy: I was of the opinion, Mr, Gillis, that these points which are 
being brought up have already been disposed of by the report having been passed 
; and closed. 3 7 
Mr. Drew: But this is on Trans-Canada Air Lines. 


_ The Cuairman: The only motion before the chair is the point on the agenda 
- committee. | | 


Mr. Futron: I point out that a motion is not before the chair. 


_ Hon. Mr. Cuevrimr: There are one or two things I am not too sure about 
_ mnyself and I would like the Minister of Trade and Commerce, who is primarily — 
_ Tesponsible for T.C.A. affairs, to be here. The one thing that I am not too sure 
_ about is the position with reference to the desire of Mr. Drew to call. four or 
4 five witnesses from T.C.A—as to whether or not as of right they can be called. 
_ If that is a matter of right I suppose there should be no interference with it. I 
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do not know whether it is or not? I think possibly we should get some advice 
on that. All I can say is that it has certainly not been the practice over the 
years that I have been here, but because it has not been the practice does not. 
mean that it should not be. My suggestion to the committee is that it might be 
advisable if we were to adjourn until the morning so as to have an opportunity of 
giving this matter more study. 

Mr. Futron: I think the terms of reference to this committee are sufficiently 
broad. This committee has power to send for persons, papers and records. I 
am not familiar with the full powers of the committee; therefore, I withdraw my 
motion, subject to my right to bring it forward again at a later stage. : 

Hon. Mr. Cuevrier: May I interrupt? Are you withdrawing your motion 
with the intention of making it again after the other matter is disposed of? 

Mr. Futron: After the matter has been disposed of as to whether we can 
call or send for the officers of T.C.A. whose affairs we are investigating, which I 
think can be done as a matter of right. I reserve the right to resubmit my 
motion after that point has been decided with respect to the calling of witnesses. 
I submit that nothing will be necessary beyond the reading of the terms of refer- 
enee. In case we have the power to send for the officers of T.C.A. for the purpose 
of a further examination of the affairs of the corporation, then it 1s my intention: 
to resubmit my motion. } 


Hon. Mr. Cueveier: May I suggest that we adjourn until tomorrow morning: 


and dispose of the matter before the chair. 
Mr. Grorce: I move that we adjourn until 11 o’clock tomorrow morning. 
Mr. Carrer: Mr. Chairman, I was under a little misapprehension about 


procedure here. There are one or two questions which I had reserved relating to 


Gander and Goose Bay. I appreciate that the report has been passed, but I 
wonder if I might have the privilege of asking Mr. McGregor one or two ques- 
tions. 

The CuatrmMan: Mr. McGregor: 

Mr. Drew: You asked me if I would write out my moticn. I have it here. 

The CuarrMan: You could bring it up tomorrow morning. 

Mr. Drew: All right. 

The Cuarrman: All right, Mr. Carter. Will a quorum wait while Mr. 
Carter asks his questions. 

Mr. Carrer: I do not think it will take more than one or two minutes, 

The CuHairMan: We need eight members for a quorum. 

Mr. ‘Carter: The point I am interested in particularly is the matter of 
- accommodation at Gander for the employees.’ At the present time there seems to 
be a shortage of accommodation and rent is very high; they are being charged 
excessive rentals, as much as $100 a month for a quonset hut. I wondered if you 
have underway anything that would alleviate that condition? 

Mr. McGrecor: Not that I know of, Mr. Carter. The maintenance of air- 
port and accommodation for the people at Gander ccmes under the Department 
of Transport. : 

Mr. Carter: Oh, I see. 

Mr. Fraser: The Minister of Transport is here so why not ask him? 

Mr. Carter: Perhaps I will have another opportunity. I do not want to 
delay the committee. 


The committee adjourned to meet again tomorrow, April 5, 1950, at 
11 a.m. | 
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“MINUTES OF EVIDENCE 


House Or Commons, 
ApRIL 5, 1950. 


The Sessional Committee on Railways and Shipping met this day at 11:00 


a.m. The Chairman, Mr. Hughes Cleaver, presided. 


) 


The Cuarrman: Gentlemen, we now have a quorum and we shall carry on. 


Mr. Drew, have you your motion ready? 


Mr. Drew: Yes. 
“Resolved that this committee request that the order of the House 
adopted on Thursday, March 23, be enlarged to include reference to this 
committee of the budget of the Trans-Canada Air Lines for 1950. 


The Cuarman: And may I add these words: that the clerk of the com- 


mittee be instructed to prepare the necessary report to the House. 


Mr. Drew: Yes. ; 

The CHarrman: The clerk has drawn to my attention the fact that the 
House order was on Friday, March 24 and not Thursday; so I shall make that 
correction. Is 

Mr. Drew: The 23rd? 

The CuamrMan: Yes, the House order was on Friday, the 24 respecting 


the TCA. = 


Mr. Drew: Well, I have before me the Votes and Proceedings of March 23. 

The Cuatrman: The clerk will indicate it to you. i 
* Mr. Drew: Well, I would only point out that whatever date is here, it 
was actually adopted according to Votes and Proceedings of the 23rd. How- 
ever, I simply want to conform with whatever is required. 

The CHairman: It is moved by Mr. Drew that this committee request that 
the order of the House adopted on Friday, March 24 be enlarged to include 
reference to this committee of the budget of the TCA for 1950 and that the clerk 
of the committee be requested to prepare the necessary report to the House. 
Mr. Grorce: Question? 

Mr. Drew: I do not want to have to deal with any unnecessary argument. 
So, if there is any opposition, I would like to know about it now; and if there 


.is not, then I need not say nything. 


The Cuairman: All those in favour of the motion will please signify. 
Carried. , 


Now, there is another motion before the chair for the appointment of an 
agenda committee. This motion was not put last night but I shall put it now. 


All those in favour of the appointment of an agenda committee will please 
signify? | | 
Carried. 
Mr. Futron: Mr. Chairman, I think you will find that it is on the record 
of last night that I withdrew the motion for the reasons which I then stated. 
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TRANS-CANADA AIR LINES—DOMESTIC SERVICE 


-Incomre StTaTEMENT 


January 
1949 


OPERATING REVENUES 


Transportation— 


$ 954,582.27 |$1,047,789.20 | 3101 Vege TT, Raat Me Saline RS ERG) 
450, 000.00 290000" 00K), LOZ Ma ia enttps 0" 22% Naiee vane he 38s) 
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8,084.95 8,923.04 | 3,107 Excess Baggage..................... 
3,108 Non-Scheduled Transport Service: 
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3,109 Other Transportation................ 
1,470, 633.75 
27,832.30 
$1, 498, 466.05 


1,570, 036.71 
30,801.75 
$1, 600,838 .46 
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$ 453,046.86 |$ 458,314.96 |Flight Operations.................-.-.2..... 
374, 426.85 282,475.21 |Flight Equipment Maintenance............. 

203, 838.91 206,099.09 |Flight Equipment Depreciation............. 

? 327,572.02 300, 209.415 (Ground Operations... .0. fee. ba a. boc 
272,797.76 256,850.73 {Ground and Indirect Maintenance........... 

95, 836, 34 103,802.41 }Passenger Service. )o)..s. /snoc hs oe. Lob ke 
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30, 965.27 18,639.91 |Advertising and Publicity.................. 
97,651.81 95,518.65 |General and Administrative................ 

19, 524.44 19,911.35 |Ground Property and Equip. Depreciation. . 


$1, 962,009.15 
$ 361,170.69 


$2, 064, 449.65 
$ 565,983.60 


$ 


185.03 |$ 138.70 Interest Income. ee aS Oe 

3,077, 33 3,542.59 |Miscellaneous Income....................... 

; Miscellaneous Interest Charges........,..... 

283.11 295.26 |Miscellaneous Income Charges.............. 
~—$ «562,438.13 |$ 357,194.14 Net Operating Profit or Loss..,......... 
$ 36,835.88 |$ 37,375.75 |Interest on Capital Invested................ 


$ 599,274.01 |$ 394,569.89 munphlis or Defeticsi el, lan ice SNe 


Aggregate Ending February 
1949 1948 


$2, 002,371.47 |$ 1,483, 545.40 


° 


: 900, 000.00 629, 909.38 
: 84,870.41 78, 778 .38 
1,963.39 687.17 
4 28, 372.85 2,307 .08 
17,007.99 11,765.10 
: 6,984.35 4,630.95 
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3,040, 670.46 | 2,161, 723.46 
58, 634.05 


30,877.97 
$3, 099,304.51 |$ 2,192, 501.43 


-($ 911,361.82 |$ 681,176.34 
¢ 656, 902.06 297, 927.34 
; 409, 938 . 00 239,326.15 
: 660, 831.43 532,700.82 
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; 199, 638.75 164, 163.76 
: 375,926.82 336, 222.87 
: 49,605.18 46, 656.30 
193,170.46 169, 815.46 
: 39,435.79 37,460.51 
. |$4,026, 458.80 |$ 2,840, 743.50 
|$ 927,154.29 |$ 648,242.07 
1S 323.73 |$ 173 .32 
! 6,619.92 6, 588.21 
Ll psy So ea ea 8,035.62 
578 . 37 244.57 


919,632.27 |$ 649,271.59 
$ 674,211.63 |$ 53, 504.29 


$ 993,843.90 |$ 702,775.88 


a pe ee et AS AO a ES PO ee ee 


WSs 


Comptroller, 
T:-H. COOPER: 
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February 
1949 


7,912 


1,053,025 
1,004, 487 
20, 933 

73, 194 
1,098,614 
95-4 


818, 492 


34,616 
16,432, 446 
27,055, 807 

60-7 

16-0 

26-4 
474-7 
34,092 -22 


255, 937-5 
255, 937-5 
16,071.43 


136, 591 
50, 785-0 
1,664 

_ 251-1 
108 , 022 
44,407-4 


39, 462 
12,151-4 


‘3, 633, 393-8 
2,006, 777-1 
55+2 


3,649, 746-3 


| SESSIONAD comMInTEE i 


~ 


TRANS-CANADA AIR LINES—DOMESTIC SBRVICE 


OPERATING “SraTIsTics 


January 
1949 


7,912 


1,190,751 
1,098,513 
32,402 
44,503 
1,175,418 
92-3 


882, 185 


36,318 
18,065,331 
30,005, 575 

60-2 

16-0 

26-5 
497-4 

39,799.65 


262, 370-6 
262,370-6 
14,516.13 


138, 834 
48, 709-4 
1,736 
227-4 
103, 149 
45,061-1 


43, 502 
14,086-4 


363 
41,116 


4,051, 928-0 


$ 844,373.82 |$ 819,102.45 


Route, Milez Operated sei. a 


Miles Flown Non-Rev. Excl. Training........ 
Mites Plow Fotale oc ve Sees ir ieee et 


Gasoline Consumed—Gallons......... 00.0... 
Average Oost per Gallon hoa ak ee 
Oil-Consumed+-Gallonsr. ee 
Average Cost per Gallon. HSS USERRA AA BER Ae 


Scheduled Services 


Passengers Carried—Revenue................ 
Passenger Miles Flown—Revenue....... Be eae 
Passenger Miles Available. .......5........4. 
Passenger Occupancey— Revenue—Percent.... 
Passenger Average Load—Revenue..:........ 
Passenger Seats Available—Average......... 
Passenger Journey—Average Miles........... 
Average Daily Passenger Revenue........... 


All Up Mail Ton Miles Flown................. 
Total Mail Ton Miles IDO Wil ote a: Ly Bias ey 


Cargo: 


Exxpress Carried—Pounds...) 0.00. .00.0000083 
Express Ton Miles Flown.. 

Diplomatic Carried—Pounds. . 

Diplomatic Ton ees aa 


Excess Baggage Carried—Pounds...........: 
Excess Baggage Ton Miles Flowm............ 


Revenue Ton Miles Available................ 
Revenue ‘Fon Miles Flown.7.. 0...) 2c. e052. 
Percenti Ui tpilaza tion eek etn itt mare 


Chartered Services 


Passengers Carried—Revenue................ 
Passenger Miles Flown. 20). 00.0 ok 


1949- 


4, 91201\s 


2,243,776 
2, 103, 000 
53,335 
117,697 


2,274,032 


- 93-7 


1,700, 677 


70,934 


34,497,777 
57,061, 382 


60-5 
16-0 


26-5 - 
486-3 | 


33,938.50 


518, 308-1 
518, 308-1 
15, 254.24 


275,425 
99,494-4 
3,400 
528-5 
211,171 
89, 468-5 


82, 964 
26, 237-8 


7,678, 629-3 
4,183,815-1 


54:5 


764 


| Aggregate Ending February 


1948 


7,759 


2,225, 715 © 


2,115,469 
52, 552 
126, 004 
2,294,025 
95-0 


1, 147, 188 


53, 185, 

23, 894, 090 
39,634, 441 
60-3 


11-0 


18-3 
449-3 
23,894.09 


208 ,880-9 
4, 322-2 


213, 203-1 
10,498.49 


253,774 
90, 682-1 
2,878 
268 -2 
6,389 
4,743-7 


aot hoOghar 
17,071-1 


4,579,072-9 
2,715,377-1 


59-3 


Adrcargo. Carried Pound ay... AS 8 + tears oe eal eaey oc Sige ne Dare eta Le 


Aircargo- Ton Miles (Flo wa.wain . eo men ek Aa a ads | ae olion eae Danaea 


Revenue Ton Miles Available All Sves....... 


PAY ROLL—Chargeable to Operating Exps.. 


4,592,404-9 


$1, 663,476.27 |1$1,281,730.58 — 


$1, 494, 359.00 


2,063, 559.67 


2,105, 578.08 


450,000.00 
55,048.80 
441.66 
43,869.35 
11,094.86 


8,746.00 


42,018.41 


484, 228 36 


328,381.64 


203, 825.54 
340,756.78 
258, 090.44 
124, 797 .87 
201, 547.67 
40, 999.67 
104, 156.13 
19,363.63 


—— 


2,106, 147.73 


a 


569.65 


$1, 199,531.00 
450, 000.00 


52,611.30 
459 .92 
22,181.94 


- 10,316.21 


12,394.40 


1,747,494.77 
34,368.96 
1,781, 863.73 


483, 107.60 
330, 068 . 43 
206, 029.36 
343, 958 . 08 
239, 006.73 
121,456.81 
192, 087.59 
52,196.57 
109, 611.63 
19,471.41 


2,096, 994.21 
316, 130.48 


4 ‘nie 
h 7 : 
; — cr 7, 


RAILWAYS AND SHIPPING 


INCOME STATEMENT 


OPERATING REVENUES 


Transportation— 
-o101 Passenger..:...:....+.. See nie Wile OMe te 
LOZ DTA ore pee eNO etac cna Wha” sige DIEM, 
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EXHIBIT “‘B” 


TRANS-CANADA AIR LINES—NORTH AMERICAN SERVICES 


Aggregate to April 30th 


1949 


192,530.51 
1,964.97 
94,424.14 
38,419.06 


28,124.75 


6,851, 724.90 


135,021.42 


6, 986, 746.32 


1,878, 697.78 
1, 315,352.13 


819,792.90 


1,345, 546,29 
1,026, 745.66 


445, 893 .43 
769, 562.08 
142,801.42 
406, 938 . 22 
78, 270.83 


8,229, 600.74 
1,242, 854.42 


1948 


$4, 696,261.47 |$ 3,302,308.94 
1,800, 000.00 


1,214, 542.69 


154, 662.90 

1,476.64 
21,062.23 
25,228.72 


26, 362.05 
4,249.60, 


4,749, 893,77 


79,769.94 


4,829, 663.71 


1,460, 039.92 
547, 328.97 
485, 866.09 

‘1,105, 129.10 
732,347.60 
335, 621.80 
673, 909. 24 
115,928.51 
339, 662.33 

75, 407.13 


5, 871, 240.69 


1,041,576 .98 


619.94 286,46 Interest Ineome, 00). aket aes ee 1, 230.02 342.84 
9,001.54 4,070.35 |MiscellaneousIncome........................ 14, 247.81 13,470.10 
Miscellaneous Interest Charges................ 17,106.96 

219.53 _ 407.06 |Miscellaneous Income Charges...... 390.84 1,239.81 

3, 827.36 $11,180.84 |Net Operating Profit or Loss................. 1, 226,985.75 | 1,046,110:81 
36,951.76 37,400.66} Interest on Capital Invested................ 148, 564.05 92,097.60 


33,124.40 1,375,549.80 | 1,138,208. 41 


‘ “ 
Comptroller 
T. H. Coorrr 


, 89293-—7 


ran = ie at als 
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EXHIBIT “B-1”’ 


TRANS-CANADA AIR LINES—NORTH AMERICAN SERVICES 


wt 


SESSIONAL COMMITTEE Ben ines 


OPERATING STATISTICS 


April 
1949 


7,912 


1,127, 465 
1,111, 662 

135, 057 
i 45,295 
1,292,014 
98-6 


936, 204 
0.30 
12,575 
0.87 


g 53, 322 
$ 23,533,212 
32, 149, 242 
73°2 

18-9 

25-8 

441-3 

$ 49,811.97 


278, 624-5 
~ 278, 624-5 
$ 15,000.00 


178, 752 


15, 282-7 


4,482,313-3 
2,859,314-4 
63-8 


$ 625 
113, 647 


4,500, 124-0 


Marek Aggregate to April 30th 

1949 1949 1948 
1;912 |Route Miles'Operated .) 5: poe fa iG oe 7,912 7,856 
1,166,274 |Miles Scheduled ..'.....20. 0720 208 ea a 4,537,515 4,596, 734 
1,126,366 |Miles Flown—Revenue—Scheduled.........:. 4,341,028 4,356, 702 
62,891 |Miles Flown—Revenue—Other............... 251, 283 289,149 
75,892 |Miles Flown Non-Rev. Excl. Training........ 238 , 884 288 , 533 
1,265,149. Virles elo wn—t otal 0 y4i. se cet eee oe es 4,831,195 4,934, 384 
96-6 |Per cent of Scheduled Miles Flown........... 95-7 94-8 
920,711 |Gasoline Consumed—Gallons................ 3,507,592 2,484,701 
0.30 |Average Cost per Gallon............ Pit ae a $ 0-30 0.28 
11,588 |Oil Consumed—Gallons.................. Eee 45, 269 30, 722 
$ 0:39) \Average Cost per Gallons iio tein G ie ak $ 0.89 |$ * 0.83 

Scheduled Services 
$ 46,314 |Passengers Carried—Revenue............ ne 170,570 “127, 463 
$ 20,681,569 |Passenger Miles Flown—Revenue.......... 78,712,558 54,955, 149 
30,837,372 |Passenger Miles Available.................. 120, 047,996 85, 163, 667 
67-1 |Passenger Occupancy—Revenue—Percent.... 65-6 64-5 
17.4 |Passenger Average Load—Revenue.......... 17-1 11-8 
25-9 |Passenger Seats Available—Average......... 26-1 18-3 
446-6 |Passenger Journey—Average Miles........... 461-5 431-1 
$ 38,694.55 |Average Daily Passenger Revenue........... $ 39,1355 27,291.81 
Mail Ton Miles Flown—Air Mail............ Ay te AT sua 431, 335-2 
Mail Ton Miles Flown—First Class. ).. 00.0. 04uie. uae. 8,784:°8 
288,690-8 |All Up Mail Ton Miles Flown........ h eS Saas 1,085, 623-4 
288, 690-8 |Total Mail Ton Miles Flown..........:...... 1,085, 623-4 440, 120-0 
$ 14,516.13 |Average Daily Mail Revenue................ $ 15,000.00 10, 037.54 
Cargo 
184,132 |Express Carried—Pounds................:... 638, 309 535, 962 
67 351-4 JExpress Ton Miles Flown.) 08.0280 60 bes 240,579-8 191,948-0 
1,954 |Diplomatic Carried—Pounds................ . 6,961 40 
226-9 | Diplomatic Ton Miles Flown................. 965-6 583-1 
200,631 |Aircargo Carried—Pounds..... Wah eae Me 696, 329 91,424 
73,785-6 |Aircargo Ton Miles Flown................... 301, 395-5 74,806-6 
51,174 |Excess Baggage Carried—Pounds............ 183, 304 119, 896 
16,301-9 |Excess Baggage Ton Miles Flown............ 57, 822-4 » 37,928-9 
4,168,749-6 |Revenue Ton Miles ‘Available ee le es aoe, 16,329, 692-2 10, 047, 598-9 
2,514,513-0 |Revenue Ton Miles Flown................... 9,557, 642-5 6, 240,901-5 
60-3: Percent. tization wh wits aie tala cola aes 58-5 62-1 
Chartered Services 

707 |Passengers Carried—Revenue................ 2,096 1, 162 
248,447 |Passenger Miles Flown....................... 500, 297 391,348 
Airesrxro Carnet Pounds ud on du wate aaa mes te ee eee 4,205 
Airoargzo Tom IMislea: Flown sass eee nie ia oon Va he fasta ee eens 3,443-7 
4,204,436-2 |Revenue Ton Miles Available All Services] 16,406, 234-5 10, 138, 779.9 


-— $ 864,553.85 |$ 850,632.40 


PAY ROLL—Chargeable to Operating Exps.|$3,378, 662.52 |$ 2,642,821.71 


— $2,093, 281.84 |$1, 761, 664.45 


5,621.20 15, 254.00 PASSER GO RC PL ntsmen ty orl Niels 
588 . 00 3 POATEO MPU erie kre! in aauy 
3,109 Other Transportation............... 


i 22,826.87 27,844.46 |Incidental Services—Net.................... 
2,689, 109.07 | 2,351, 462.09 Dba Ee PORNO CANN ele Vag 


~ 


RAILWAYS AND SHIPPING — 
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EXHIBIT “B” 


TRANS-CANADA AIR LINES—NORTH AMERICAN SERVICES 


Incomn Statement 


June May 
1949 1949 


OPERATING REVENUES 


Transportation— 


450,000.00 OU, 000: 00/1) 13,202 Mail er Riya vine et 
3,105 Cargo: 
59,880.50 49,746.08 PTRDVCHS Vem Si et cna uae dl ty WN 
429 .37 561.16 PIDIOMI ATION GA sun Nyy i a ae 
40,611.73 31,970.16 PCAN Sas UM Nieapan Oh a thet AT 
16, 457.56 13,833.78 | 3,107 Expess Baggage: i a ei. 


579, 60085 565, 263.03 |Flight Operations.......................... 
446, 283.28 407, 521.37 |Flight Equipment Maintenance....... 
219,928.83 221,276.89 |Flight Equipment Depreciation..........., 
364,492.61 352,485.99 {Ground Operations............ Hae 
279,348.40 270,178.31 |Ground and Indirect Maintenance.......... 
— 151,738.52 139,936.35 |Passenger Service.....................0000 
236, 946.73 224,073.61 |Traffic'and Sales....................0..00.. 
51, 266.63 34,622.43 |Advertising and BUR HCiey Mealy ohh es A 
112,314.37 110,478.81 |General and Administrative: se. vy! Ly 
20,799.09 20,623.93 |Ground Property and Equip. Depreciation 
-2,462,656.31 1$2,346, 460.72 OCH eA Ue ely Matinariny ts Suh asece, 
_ 226,452.76 5,001.37 |Operating Profit or Loss.................... 


962.81 404) 29'Intorest Incomes, 6600) ee od NE 
3,138.49 4,235.22 (Miscellaneous Income...................._. 
Miscellaneous Interest Charges i.> matin” 
; 274.95 274.40 |Miscellaneous Income haraes. 2 tc one | 
230, 828.31 9,975.28 |Net operating Profit or Loss.........-..... 
40,103.63 40,634.56 |Interest on Capital Invested... 0 ..0)...; 


190, 724.68 30,659.28 |Surplus or Deficit.......... 


59293—74 


i. 


3,10UPassengorta cs pul i. ne nO nah yh 


a. 


Aggregate to June 30th 
1949 1948 


$8, 551,207.76 |$ 6,330, 115.34 


2,700,000.00 |} 1,948,775.41 
302,157.09 | 256,751.04 
2,955.50 2,140.63 
167,006.03 123, 112.66 

: 68,710.40 51,840.31 
48,999.95 39, 987.05 

588 . 00 4,249.60 


11,841, 624.73 
185, 692.75 
12, 027,317.48 


8,752, 972,04. 
145,616.05 
8, 898, 588.09 


3,023,561.66 | 2,540,819.80 
2,169, 156.78 ‘993, 601.33 
1, 260, 998 . 62 854, 259.94 
2,062,461.89 | 1,691,498.19 
1,576, 272.37 | 1,146,669.98 
737, 568.30 552,447.21 
1, 230,582.42 | 1,034,667.01 
228,690.48 168, 455.29 
629,731.40 475,145.13 
119,693.85 110, 769.18 
13,038,717.77 |$9,568,333.06. 
$1,011, 400.29 |$ 669,744.97 
2,657.12 450.12 
21,621.52 19, 154.54 
hd i et RA AAR 22,213.71) | 
939, 49 435.84 
986,182.16 672,789.96 
229, 302.24 181,859.68 
1,215, 484.40 854,649.54 
Comptroller 
T. H. Cooper. 
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EXHIBIT “B-1” 


8, 084 


1,410, 526 
‘1,404, 150 
83, 752 
42,988 


1,530,890 | 


99-5 


64,458 
32, 204, 336 
42,218,778 
76-3 
21-6 
28-4 
499-6 
$ 69,776.06 


268, 494-0 
268, 494-0 
$ 15,000.00 


202, 241 
86, 408-9 

be 1,725 
268-1 
240,883 
111, 631-8 


70-146 


24, 294-8. 


5,745, 536-6 
3,550, 509-6 
61-8 


1,014 


111,036 


5,767, 539-8 


$ 921,982.80 


8, 084 


1,396,893 
1,381,716 
74,899 
56, 729 
1,513,344 
98-9 


1,171,848 
0.30 
14,837 
0.86 


58,461 
27,528,457 
41,240,016 

66-8 

18-9 

28-3 
470-9 

56, 827.89 


272, 599-3 
272,599 -3 
14,516.13 


183, 326 
80,358 -6 
1,887 
333-8 
203, 118 
91,463-8 


59, 339 
19, 080-9 


5, 732, 192-5 
3,079, 039-8 


53°7 


719 
252, 633 
1,000 
268-0 


5,774, 364-8 
$ 906,948.27 


“SESSIONAL COMMITTEE 


OPERATING STATISTICS 


Route Miles Operated..:......... 
Miles Scheduled... .\¢ t.c ons cae 


Miles Flown—Revenue—Scheduled........... 


Miles Flown—Revenue—Other... 


Miles Flown Non-Rev. Excl. Training........ 


Miles: Hlown— Lotale sins. ems 


Per cent of Scheduled Miles Flown........... 


Scheduled Services 


Passengers Carried—Revenue.... 
Passenger Miles Flown— Revenue 
Passenger Miles Available....... 


Passenger Occupancy—Revenue—Percent.... 
Passenger Average Load—Revenue........... 


Seles Gas oe ee 2 


oi aye Le! alse ye gidsihre eh he 


ate) Byobie exe ene ete 


Sve eve 8 © @ O10 ees, 


oie\.0:\0) 6 sJighw (@. 6 je. 0 


Pe ee 


emcee ec errno e 


ee 


CeO Me Oe 


Passenger Seats Available—Average......-.. 
Passenger Journey—Average Miles........... 
Average Daily Passenger Revenue........... 


Mail Ton Miles. Flown—Air Mail.) 3 o0)0.¢ cole on a oe 
Mail Ton Miles Flown—First Class 


All Up Mail Ton Miles Flown.... 
Total Mail Ton Miles Flown..... 
Average Daily Mail Revenue.... 


Cargo: 


Express Carried—Pounds........ 
Express Ton Miles Flown........ 
Diplomatic Carried—Pounds..... 
Diplomatic Ton Miles Flown..... 
Aircargo Carried—Pounds....... 
Aircargo Ton Miles Flown....... 


Excess Baggage Carried—Pounds 
Excess Baggage Ton Miles Flown 


Revenue Ton Miles Available.... 
Revenue Ton Miles Flown........ 
Percent: Utilization’. .. 0. 0.5.5.4. 


Chartered Services 


Passengers Carried—Revenue.... 
Passenger Miles Flown........... 
Aircargo Carried—Pounds....... 
Aircargo Ton Miles Flown....... 


Revenue Ton Miles Available All Sves....... 
PAY ROLL—Chargeable to Operating Exps..|$5, 207,593.59 |$ 4,063, 784.88 


a 


Cee eek ee er 


3 wlejle so \s-0 6-0 i ‘sie 


= im 0 0) ¢, 6 © 0-18! © al 7e 


ue Ode, eveje cen liel @. 38 


o sie ose ke © sete) bis 


PD 


ae ee ee 


eC 


bp (6e eee ole mauelh 6 


Sa ef ele tele) wba un fee 


ese ure, oy eolaihs hes ete, 


were ewe enews 


TRANS-CANADA AIR LINES—NORTH AMERICAN SERVICES 


1949 


7,344, 934 
7,126,894 
409, 934 
338, 601 
7,875,429 
97-0 


293,489 
138,445,351 
203, 506, 790 

68-0 

18-4 

27-0 

471-7 

$ 47,244.24 


1,626, 716-7 
$ 14,917.13 


1,023,876 
407, 347-3 
10,573 

1, 567-5 
1, 140, 330 


312,789 
101, 198-1 


27,807, 520-3 
16, 187,191-9 
58-2 


3,829 
863, 966 
1,000 
268 -0 


27,948, 139-1 


8,084 | 


1,626,816-7 |. 


504,491-1 |. 


Aggregate to June 30th 


1948 


8, 280 


6, 944, 258 
6,655, 801 
714,920 
512,691 
7,884, 412 
95-8 


4,497,896 
0.29 

58, 061 
0.83 


231, 606 
105,180,066 — 
156, 786,569 — 

67-1 


14-3 
21-3 


454-1 _ 


34, 780.85 


669, 720-1 
29, 823-9 


699, 544-0 
10, 707.56 


- 884,611 
335,416.2 
9,406 
861-5 

998, 704 

_ 395,411-9 


243,981 
79, 272-8 


19,854,814 7 
11,777, 388-3 


59-3 — 


2,034 


522,462 


4,205 
3,443-7 


19,974, 898-7 


| 2, 673,037.77 


$2,118, 701.85 


450, 000.00 
60,061.86 
385.13 

22, 162.35 
16, 523.58 


5, 203.00 


41,255.18 


559, 849.41 
416, 123.01 


— 226,698.46 


341, 105.35 
283, 127.28 
136, 504.17 
258,373.91 
49, 366.68 
131,211.71 
21, 287.02 


- $2,423, 647.00 
$290, 645.95 


1,475.45 | 
3,343.99 


18.69 


$295, 484.08 © 


$41, 342.63 


$254, 141.45 


~ 
PAS ey i 
se 
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EXHIBIT “BY” 


TRANS-CANADA AIR LINES—NORTH AMERICAN SERVICES 


$2,118, 981.63 


450, 000.00 


49,821.07 

485.19 
30,585.24 
18, 052.36 


2,709.00 » 


2,670, 634.49 


37,535.74 


P 2,714, 292.95 | 2,708, 170.23 


624,173.89 
405, 671.88 
230,765.52 
324,995.48 
283,275.45 
TSUN OPEC 
251,175.09 
52, 157.00 
120,399.93 
21,597.53 


$2,471, 369.54 
$236, 800.69 


- 1,210.06 


3,093.09 
53.30 


$241, 050.54 


$41, 682.26 


$199, 368.28 


PCL CRS Oe ia aa hath el eR SEE OL ee TO ee 


INCOME STATEMENT 


OPERATING REVENUES 


Transportation— 
DIO DP ansenvenu ihe, Wana il! cb hc ink! 
SATO EAA Can Uy GPR a ROME al 
3105 Cargo: et 
| BEG 6) ek ar Siecle a ne ne aR 
Daplommation (tg 168 9 ok Poe ais 
RTP CARE Wiig ee ON lt aes Nek gat 
SiO: Excess baerage iio kee) Wie) 
3108 Non-Scheduled Transport Service: 
Passenger cet cll Laer ite oe: 
PIT CAPE OR ALS Nheiee Nig = RBM MERCI 0 sat 


OPERATING EXPENSES 


Flight Operations........ a ae SEL 2 
Flight Equipment Maintenance.......... 
Flight Equipment Depreciation.......... 


“AGround: Opera trons ets n eid eae ae, 


Ground and Indirect Maintenance........ 
assenger Services Aine te amu ci aaa LO 
Brathicland Sales (a ote wa wees ae 
Advertising and Publicity $1 0/0 0. 22, 
General and Administrative............. 


Miscellaneous Interest Charges........... 


‘Miscellaneous Income Charges........... 


Net Operating Profit or Loss....... 
Interest on Capital Invested............. 


Surplus or Deficit..........2..: Si. 


17, 185, 296.99 | 


17,449, 780.66 - 


$17, 933,734.31 


$12, 788,891.24 | $9, 628, 330.94 


— 3,600,000.00 | 2,848,775.41 
412,040.02 300, 354.45 
3,825.82 2,946.20 
219,753.62 144, 650.79 

103, 286.34 79,409.52 
56,911.95 ° 46; 209.05 
588.00 4,249.60 
More eaten 479.20 


13, 105,405.16 


264, 483. 67 | 200, 186.29 


13,305, 591.45 


4,207, 584.96 


3, 623,357.85 
2,990,951.67 | 1,547,710.70 
1,718,462.60 | 1,333,701.22 
2, 728,562.72 | 2,311,801.46 
2, 142,675.10 | 1,578, 172.23 
1,031, 230.24 | 825, 053.20 
1,740,131.42 | 1,376,861.58 

330,214.16 238, 127.87 
881, 343.04 632,729.45 
162,578.40 142,372.42 


{$13, 609, 887. 98 


$483,953.65 | $304,296.58 


5, 342.63 | 995.73 
28,058.60 | 25,050.61 

Pik a tat hy 24,781.66 
904.88 144.49 
$449,647.54 | $308,176.34 
$312,327.13 | $270,605.69 
$761,974.67 | 8573, 782.03 


Comptroller, 
T. H. Cooper, 


AGG 


EXHIBIT “B-1”. 


_ SESSIONAL COMMITTEE 


4 


OPERATING STATISTICS © 


TRANS-CANADA AIR LINES—NORTH AMERICAN SERVICES 


is ~ = - f 


1,512,774 
1,508, 799 
70, 902 
48, 184 

1, 627, 885 
99-7 


1, 258, 969 
0-30 
14,413 


$ 0-82. 


66, 659 

32, 595,413 
45,874, 833 

ate to | 

20-6 

29-0 

489-0 

$ 68,345.22 


267, 704-0 
267, 704-0 
$ 14,516.18 


165,887 


73, 551-1 
1,736 
251-5 

203 , 553 

77, 204-7 


72,845 
23, 249-7 


6, 380, 762-1 
3, 5388, 525-2 
55:5 


410 
83, 468 


6,394, 540-1 


1,550, 121 
1, 539, 459 
102, 634 
46,455 

1, 688, 548 
* 99-3 


1,308, 482 
0-30 

13, 943 
0-84 


66, 051 
32,597,305 
47, 674, 892 

68-4 

1979 

29-0 
493-5 

68, 354.25 


257 , 023-3 
257, 023-3 
14,516.13 


202, 887 
65, 474-8 
1,705 
299-4 
209, 831 
86, 274-1 


68,917 
23, 060-2 


6, 593, 656-4 
3,528, 875-7 


53°5 


666 
57, 382 


6, 602, 203-7 


$ 947,654.15 |$ 960,340.63 


Aggregate to August 31st — | 


1949 
Rotite Miles Operated... 05 Ue. oa ea 8, 084 
Miles’ Scheduled sev aaa see 2 10, 407, 829 
Miles Flown—Revenue—Scheduled......... 10,175, 152 
Miles Flown—Revenue—Other............. 583,470 
Miles Flown Non-Rev. Excl. Training...... 433, 240 
Mites. Mlown— Lotaliiced wee en eee eee 11,191,862 
Per cent of Scheduled Miles Flown......... 97-8 
t 
Gasoline Consumed—Gallons.............- 8,470, 281 
Average Cost per Gallon................... $ 0-30 
Oil -Consumed— Gallotise. 2. M../ sey cers eo 102,437 
Average Cost per Gallon.) 0005 62 oot $ 0-87 
Scheduled Services 
Passengers Carried—Revenue...........+.- 426, 199 
Passenger Miles Flown—Revenue.......... 203, 638, 069 
Passenger Miles Available................-- — 297,056, 515 
Passenger Occupancy-Revenue-Percent..... 68-6 
Passenger Average Load—Revenue......... 18-9 
Passenger Seats Available—Average....... 27-6 
Passenger Journey—Average Miles......... 477-8 
Average Daily Passenger Revenue.......-. $ 52,629.18 


Mail Ton Miles Flown—Air Mail.....-25.. ol. ssi oe. 
Mail Ton Miles Flown—First Class....:... 2]... e....0..0. 
All Up Mail Ton Miles Flown...........-.. 2,151, 444-0 
Total Mail Ton Miles Flown............-. -| 2,151,444-0 


Average Daily Mail Revenue............-. $ © ©6.: 14, 814, 81 
Cargo 
Express Carried—Pounds.........-.-.--.+ 1,392, 650 
Express Ton Miles Flown.............-+--- 546, 373-3 
Diplomatic Carried—Pounds............... 14,014 
Diplomatic Ton Miles Flown............... 2,118-4 
Aircargo Carried—Pounds...... cs tS 1,553,714 
Aircargo Ton Miles Flown...............-- - 667, 969-9 
Excess Baggage Carried—Pounds.......... 454, 551 
Excess Baggage Ton Miles Flown........... 147, 508-0 


4 


Revenue Ton Miles Available...:.......... 
Revenue lon Mites, Blown. seh eee scents 


40,781, 938-8 
23, 254, 592-8 


Percentage Utilization...) tisk piace 57-0 
Chartered Services 
Passengers Carried—Revenue.............. ; 4,095 


Passenger Miles Flown..................004: 1,004, 816 


Aireargo Carried—Pounds................. 1,000 
Aircargo Ton Miles Flown................. 268-0 
Revenue Ton Miles Available All Services.} 40,944, 882-9 


Payroll—Chargeable to Operating Exps..... $7,115, 588-37 |$ 5,525, 779-13 


1948 


8, 044 


9, 630, 872 
9,319, 203 
960, 462 
618, 162 
10, 897, 827 
96-8 


6, 671, 676 


344, 535 


* 159,814, 676 


$ 


$ 


17, 606, 684-1 


235, 592, 556 
67-8 

15-5 

22-9 

463-9 
39,460.37 


669, 720-1 
29, 823-9 
408, 021-8 
1, 107, 565-8 
11,675.31 


Ce 


1, 195, 238 
451, 902-1 
12,506 

1, 264-8 

1, 144, 612 
466, 251-0 


371,897 
122, 530-5 


a ee ee ee, 


30,827, 664-2 — 
57-1 


2,284 
707,363 
4,205 
3,443-7 


30,978, 461-7 


1,842, 997.21 
450,000.00 


59, 576.30 

218.30 
29,338.77 
14, 446.53 


7,972.10 


2,405, 549.21 
31,799.39 


2, 437, 348. 60 


544,001.01 
410,458.21 
218, 539.03 
358, 381.63 
287, 295.13 
124, 393.16 
253,781.43 
49, 829.84 
184, 466.34 
23,406.97 


2,454, 552.75 
17, 204.15 


1, 284.92 
3,675.84 


6, 146.08 
18,389.47 
39, 106.38 


57,495.85 | 


September 
1949 


2,110, 938.70 
450, 000.00 


01,537.19 

219.99 
26,700.22 
17,494.21 


~ 13,470,25 


2, 670, 360.56 


30, 519.35 


2,705, 879.91 


539, 025.64 
393, 947.51 
227,940.65 
347,518.30 
267,794.86 
128, 854-17 
257, 690.50 
49, 303.78 
131,886.74 
20, 963.70 


2,364, 825.85 


659.87 |Miscellaneous Interest Charges 
42,472.65 Miscellaneous Income Charges 


388,003.42 |Net Operating Profit or Loss 
41, 100.45 Interest on Capital Invested 


—— 


346,902.97 |Surplus or Deficit 


ef RR ATT Lm Wc re 
; \ Ay Par at any 


_ RAILWAYS AND SHIPPING 


Income Sratement 


OPERATING REVENUES 


Transportation 
SLOPE SRE ncer che Mo cc i Mirren” Hue Ml tag 
SLOZ Maa uN a Svan! 
3195 Cargo: 

TExpregs cies ut: 


St Serve ie zie) el iteh wim. fwite.re) wll iw Peel ie! Te 


7: NO al eat a ret We lm elialice lean te! 


e 


Incidental Services—Net...................... 


shane 
$ ee we e's eo wo we se 
CORT Si BION Se Ne eT Bae 
SR eT UAE She NG's ean er lailie Lelia: Ve ineihetal fab a 


ae ade TaN Aicp) 9): wha 
BY Wi.9 ve ie Ue eels 


She RV SN oy $9 wel pele. pi aha ae 


she: enei(sii'e- sh) eum ae/6 ip. @.e 


OT Stay helt ee RIE bre Oke SALON ERY I OD WAL 9 4 9t)'9 H etilan te Pa Nis od Se Lie 


Mp epe eS AA ASN ene Let letee a ste Lae aria) alt all's Maric 


Bilas hex6)'o\) dys) owl eae) \e! lai 
WBOLe aig is: © 0 te tg (oie velo. 
Gis e awl wile wren evel veg. 6 


ft SG Se)? OD ON OMe Kel Mo Mariel oN siba Neve teal ley al at dso 


> 
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| . . | | EXHIBIT “B” 
TRANS-CANADA AIR LINES—NORTH AMERICAN SERVICES 


Aggregate to October 31st. 


enema rere ee ee ee 


1949 


16, 742,827.15 
4,500, 000.00 


523, 153.51 

4,264.11 
275, 792.61 
136, 227.08 


78,354.30 
588 . 00 


. 831,802.41 


ee 


22, 593,009.17 


Se 


5, 290, 611.61 
3,795, 357.39 
2,164, 942.28 
3,434, 462.65 
2,697, 765.09 
1, 284,477.57 
2,251, 503.35 

429, 347.78 
1, 197,696.12 

206, 949.07 


22,753, 112.91 


7,921.81 
34, 257.52 
659.37 
87, 2381.45 


_—— 


80,033.59 
392, 533.96 


eS 


472, 567 55 


22, 261, 206.76 


160, 103.74 


12, 733, 998.32 
3, 748,775.41 


434, 087.62 

3,870.70 
172,311.12 
104, 153.70 


08,328.75 
4,249.60 
479.20 


17, 260, 254.42 


260, 146.00 
17, 520, 400.42 


4,630,430.11 
2,089, 419.78 
1,834, 290.04 
2, 942,422.23 
2,058, 232.10 
1, 102, 673.71 
1,706, 815.05 

312, 164.39 

784, 150.76 

178, 434.00 


-_ 


17,639, 032.17 


118,631.75 


1,281.76 
32,443.00 
24,781.66 

172.92 


109,515.73 


351,594.19 


461,109.86 


Comptroller, 
T. H. Coorrr. 
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EXHIBIT “B-1”’ 
TRANS-CANADA AIR LINES—NORTH AMERICAN SERVICES 


-SESSIONAL COMMITTEE. 


OPERATING STATISTICS 


October 
1949 


8, 085 


1,402, 130 
1,385, 150 
66, 669 
69, 443 
1,521, 262 
98-8 


1, 228,326 
32 


14,975 
$ 85 


58,365 

28, 849, 754 
42,137,475 
68-5 

19-9 

‘29-0 

494-3 

$ 59,451.51 


282, 098 -2 
282, 098 - 2 
$ 14,516.13 


209, 767 
76, 489-5 
1,736 
194-3 
247 , O74 
91, 150-2 


64, 028 
20,870-8 


5,838, 407-2 
3,355,778 -4 
57-5 


1,099 
148, 270 


5,862, 260-7 


$ 977,316.45 |$ 


September — 


1949 


8,085 


1,426, 554 
1,408,072 
94,453 
58, 539 
1,561,064 
98-7 


@ 


1,184,017 
3 


14, 987 
-83 


65, 242 
32,475, 980 
42,941,615 

75-6 

21-6 

28-6 
497-8 
70,364.62 


272, 501-2 
272, 501-2 
15,000.00 


191, 967 
80, 888-5 
1,571 
177-3 
200, 313 
74, 995-2 


73,727 
24, 290-2 


5,963, 200-7 
3,938, 070-5 


59-3 


617 
190, 361 


5,992, 843-7 


948,424.74 


a 


Route Miles Operated. .... 0.6.02... 


Miles'Scheduledin ayia a i Uae sen 


Miles Flown—Revenue—Schedules 
Miles Flown— Revenue—Other. 


Miles Flown Non-Rev. Excl. Training. wes 


Miles#Hiown=b otale ei neni 


Per cent of Scheduled Miles Flown 


Gasoline Consumed—Gallons...... 
0: Average Cost per Gallon o0 oan vee deo Re 


Ox Gonsumed=+Gallonsi2e see ee 


Average Cost per Gallon........... 


Scheduled Services 


Passenger 


Carried—Revenue...... 
Passenger Miles Flown—Revenue. . 
Passenger Miles Available......... 


Passenger Occupancy-Revenue-Percent....... 
Passenger Average Load—Revenue.......... 
Passenger Seats Available—Average......... 
Passenger Journey—Average Miles....... io 


Average Daily Passenger Revenue 


Mail Ton Miles Flown—Air Mail. . 


Mail Ton Miles Flown—First Class.......... 


All Up Mail Ton Miles Flown...... 
Total Mail Ton Miles Flown....... 


Average Daily Mail Revenue...... 


Cargo 


Express Carried—Pounds.......... 
Express Ton Miles Flown........... 
Diplomatic Carried—Pounds....... 


Diplomatic Ton Miles Flown................. 


{Aircargo Carried—Pounds......... 
Aircargo Ton Miles Flown......... 


Excess Baggage Carried—Pounds. . 
Excess Baggage Ton Miles Flown.. 


Revenue Ton Miles Available................ 


Revenue Ton Miles Flown......... 
Percent Utilization........(.)/...5... 


Chartered Services 


Passengers Carried—Revenue...... 
Passenger Miles Flown............. 
Aircargo Carried—Pounds......... 
Aircargo Ton Miles Flown......... 


Revenue Ton Miles Available All Services... 


Aggregate to October 31st 


1949 


8, 085 


13, 236, 513 
12,968, 374 
744, 592 
561, 222 
14, 274, 188 
98-0 


10, 882, 624 


$ .30 |$ 


135, 241 
.86 


549, 806 


264, 963, 803 
382, 135, 605 
69-3 

19-3 

27-9 

. 481-9 
55,075.08 


2, 606, 043 -4 
2,706, 043-4 
$ ©: 14, 802.63 


1,794, 384 
703, 751-3 
17,321 
2,490-0 
2,001,101 
834, 115-3 


592,306 
192, 669-0 


a 


52,583, 546-7 
30, 148, 441-7- 
57 +3 


6, 621 

1,343,447 
1, 000 
268-0 


° 


1948 


7,694 


12,081,955 
11, 703, 980 
1, 216, 169 
717,096 
13, 637, 245 
96-9 


8, 655, 642 
29 

112, 132 
83 


542,349 
211,575, 799 
305, 650, 868 

69-2 

16-4 

23°7 
467-7 
41,750.81 


669, 720-1 
29, 823-9 
860, 014-1 
1,559, 558-1 
12,291.07 


1,506, 601 


560, 248.8 


494,185 
164, 483-3 


40,324,714-3 
23,349, 208-5 
57-9 


2,987 
992,470 
4, 205 
3,443-7 


52,799,987-3 | 40,515,005-6 


Payrott—Chargeable to Operating Expenses. |$9, 041,329.56 |$ 7,025, 669.81 


EET a ed Ei NS Ea Ns lee PE eS UN en een a ial eae Ea ee eS 


RAILWAYS AND SHIPPING — 469 


EXHIBIT “B” 


TRANS-CANADA AIR LINES —NORTH AMERICAN SERVICES 


November © 
1949 


December 
1949 


$1, 338,382.77 |$1,379, 184.60 


450, 000.00 450, 000.00 


67,597.75 58, 248.85 
280.41 185.95 
43,178.56 33,119.61 
9,232.72 10, 349.27 
5, 124.50 19,716.90 
1,761.92 712.30 


$1,915, 540.63 /$1, 951,517.48. 
$ 38,870.61 |$ 25,031.36 


a a 


$1, 954,411.24 /$1,976, 548.84 


eS a 


521,013.50 
358, 535.03 
231,912.95 
361,576.07 


522,834.84 
429 , 333.93 
218, 227.94 
362,870.00 


293,060.10 | | 269,855.88 - 
111, 082. 23 112,618.35 
251,113.36 267, 332.58 
102,307.70 55,063.91 
133, 088 . 23 173, 583.82 
24,022.85 21,371.72 


ne rte 


$2, 387,712.03 $2, 433,092.97 


$ 433,300.79 |$ 456,544.13 


— 


2,447.98 1,977.24 
4,654.15 3,459.05 
Gy 223250 Ate oe 
$ 10,240.26 \$ 4,664.20 
$ 422,181.90 |8 446,543.64 


$ 39,116.56 |$ 


es 


$ 461,298.46 


39,034.25 


$ 485,577.89 


INcomE STATEMENT 


Aggregate to December 31st 
1949 


OPERATING REVENUES 


Transportation— 
OLOK Passenmer dts 4 curd aie uate wane $19, 460, 394.52 $14, 869,577.63 
PAOD NE aAVe renee et EL SO DE ee Ags 5,400,000 00 | 4,648,775.41 
3105 Cargo: 
BOSD ERS EY teal lee Aurea ey” oaks) 648,982.11 537,755.97 
Diplomatig gc eS Tot, as 4,730.47 4,881.31 
ASE CARE On Nee Sime uel CRITE ii a 352,090.78 221,537.90 
310Y Hxeéss Bagenge) Mieuiys so 4 Mie 155, 809.07 124, 742.89 
3108 Non-Scheduled Transport Service: 
PR SRON CGP. colt puuver tsar r hi oe Nyt a 103,195.70 95,072.30 
PA IEGATEO., AAR anya 9 Gaillayrs 3,062.22 4,249.60 
gl0d Other Pransportamions. c.f. axe ae ee Oh 479.20 


a a a (ee ne el SE Eat Y 


$ 26,128, 264.87 |$20, 507,072.21 
-.1$ 895,704.38 1$ 359,864.12 
$ 26,523, 969.25 |$20, 866,936.38 


ee 


Plight:Operations ag si ie ayy 6, 334,459.95 | 5,596, 608.14 
Flight Equipment Maintenance.......___ 4, 583,226.35 2,694, 508.91 
Flight Equipment Depreciation,.......__ 2,615,083.17 | 2,160,055.84 
Groud-Operations, obit ean hp a 4,158,908.72 | 3,623,019.48 
Ground and Indirect Maintenance......__ 3, 260,681.07 | 2,566,751.24 
Passenger Services 300s ise il 1,508,178 .15 1,346, 680.46 
Traticand Gales. 2 sateen ek ke 2,769,949.30 | 2,043,684.09 
Advertising and Bul lice yirevey cle ok 586,719.39 416,194.28 
General and Admaihistrative: 2.0055, 64) 5: 1, 504,368.17 974,635.76 
Ground Property and Equip. Depreciation 252,343.64 214, 029.80 


$ 27,573,917.91 |$21, 636, 168.00 
$ 1,049,948.66 


$ 769,231.67 


Interest ineome yh ir re cu tkosa um AL. 12, 347.03 1, 650. 64 

Miscellaneous Income..........,.°0.0..° 42,370.72 39,444.44 

Miscellaneous Interest Chargzesy) .)2 fon, 5, 564.13 29,676.06 

Miscellaneous Income Charves ica lii/ny ny 8 52,035.91 |& 692.66 
Net Operating Profit or Loss....... $ 948,759.13 |\§ 


757,119.99 


—$——_____. 


$ 425,902.17 


470, 684.77 


eee 


$ 1,419, 443.90 |$ 1,183,022.16 


ad Comptroller, 


T. H. Cooper. | 
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EXHIBIT ‘‘B-1” | 
TRANS-CANADA AIR LINES—NORTH AMERICAN SERVICES 


December 
1949 


8, 085 
1,402, 130 


1,096,889 
0.32 


; $ 
12,819 


$ 0.83 


44,435 
21,643,805 
38, 184,494 

56-7 
16-3 

28-7 

487-1 

$ 43,173.64 


393, 580-1 
393, 580-1 
$ 14,516.18 


186,812 


99,816-6 |. 


1, 645 
210-4 
296, 588 
117, 139-3 


42,114 
12,749-9 


5,324, 529-6 
2,787,856-9 
52:4 


408 
108, 448 
12,536 
3, 127-6 


5, 348, 530-7 


November 


1949 


8,085 


1,356, 900 
1,281,417 
40,261 
74,611 
1,396, 289 
94-4 


1,113,461 
0.32 
14,330 
0.84 


46,054 
22,302,397 
37,732,062 

59-1 

16-9 

28-5 
484-3 
45,972.82 


304, 186-7 
304, 186-7 
15,000.00 


198, 754 
80, 544-2 
1,503 
166-9 
275,730 
98, 529-1 


46, 564 
14, 250-2 


5,241, 201-0 
2,727,916-8 
52°0 


1,250 
338, 067 


? 


816-4 
5,300, 652-8 


$ 969,900.37 |$ 993,211.00 


1) AP Nay "he 
pt y Oy . | * 

Say sak = ies bat Sh Wy : Fan) 

Ui > Meee Opa ke ey =e Tht Mee: 


SESSION AL COMMITTEE — 


™, 


OPERATING STATISTICS 


1949 
Route Milés Operated es a eae 8,085 
Miles Scheduled (tiie cha eh eevee pat ei aad eo 15,995, 543 
Miles Flown—Revenue—Scheduled........ 15, 528, 787 
Miles Flown—Revenue—Other............... 835, 946 
Miles Flown Non -Revenue excluding Training 689, 635 
Miles *Hlowne 3 OGRE ie eee Nea. 17,054, 368 
Per cent of Scheduled Miles Flown........... 97-1 


Gasoline Consumed—Gallons...............- 13,092,974 
0.3 


iNverdee' Cost per Gallon? ii tet cient oe ait $ .30 
Oil Consumed—Gallons...............--00005 162, 390 
Average Cost per Gallon.) )i35 fies ie, $ 0.86 
Scheduled Services 
Passengers Carried—Revenue..............-- 640, 295 
Passenger Miles Flown—Revenue............ 308, 909, 805 
Passenger Miles Available.................5. 458,052, 161 
Passenger Occupancy—Revenue—Per cent.... 67-4 
Passenger Average Load—Revenue........... 18-9 
Passenger Seats Available—Average......... 28-0 


Passenger Journey—Average Miles........... 
Average Daily Passenger Revenue........... 


Mail Ton:Miles: Flown—Air:Mailk. 32.0) a en 
Mail Ton Miles Flown—First Class;..........fe0s cee eee eee 


482-5 
$ 538,316.15 


All Up Mail Ton Miles Flown................ 3,403, 810-2 
Total’ Mail: Lon Miles Flown )ci's yale. 3,403, 810-2 
Average Daily Mail Revenue................ $ 14,794.52 
Cargo 
Express Carried—Pounds.............+-.+555 2,179,950 
Express Ton Miles Flown...............-+++- 884, 112-1 
Diplomatic Carried—Pounds..............+-. a 20-469 
Diplomatic Ton Miles Flown...............+. 2,867-3 
Aircargo Carried—Pounds................4.- 2,573,419 
Aircargo Ton Miles Flown................+.. 1,049, 783-7 
Excess Baggage Carried—Pounds....<..:..-- 680-984 
Excess Baggage Ton Miles Flown............. 219, 669-1 


63,149, 277-3 
35, 664, 215-4 
56-5 


Revenue Ton Miles Available................ 
Revenue: Ton Mules! Flown iio. ccs ee 
Per celt UtlIZatiOD wee ee ik eee wel tale gas elalo 


Chartered Services 


Passengers Carried—Revenue................ 8,279 

Passenger Miles Flown. ove sand es eee es 1,789, 962 

5 |Aircargo Carried—Pounds..............-+.-. 16,191 

Aircargo Ton Miles Flown. .)8. 0 So ee 4,212-0 
————_—___—__ 

Revenue Ton Miles Available All Services....| 63,449, 170-8 


$ 


Aggregate to December 31st 


1948 


7,912 

14, 454, 260 
13, 887,336 
16, 126, 249 
96-1 
10,496, 670 
0.30 

135, 240 
0.88 


528, 617 


248, 079, 042 
365, 959, 453 
67°8 


16:3 

24-0 
469-3 
40,627.26 


669, 720-1 
29, 823-9 


1,594, 544-2 
2,294, 088-2 | 


12,701.57 


1,840,797 
708, 151-4 
19,677 

2, 248-9 
1,869,944 
701, 387-0 


578, 674 
192,870-9 


48,528, 469-3 
28, 043 -800-6 
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3,938 
1,496, 502 
4,205 


3,443-7 


48, 800, 587-1 


Payroii—Chargeable to Operating Expenses. |$11, 004, 440.93/$ 8,619, 856.88 
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MINUTES OF PROCEEDINGS 


Monpay, April 24, 1950 


The Sessional Committee on Railways ‘and Shipping, Owned, Operated and 
Controlled by the Government met at 11 o’clock a.m., the Chairman, Mr. Hughes 
Cleaver, presiding. A , 


Members Present: Messrs. Bourget, Carter, Cleaver, Drew, Fraser, Fulton, 
George, Hatfield, Helme, Howe, Knight, McCulloch, McLure, Mutch, Pouliot 
Thomas. 


In attendance: Mr. G. R. McGregor, President, Mr. T. H. Cooper, Comp- 
troller, and Mr. W.S. Harvey, General Auditor, Trans-Canada Air Lines. 


The Committee proceeded to consideration of the budget of Trans-Canada 
Air Lines for the year 1950. 


Mr. ‘Cooper was called and questioned. 
Messrs. McGregor and Harvey were called and questioned. 
Messrs. ‘Cooper and Harvey retired. 


The Chairman presented the First Report of the sub-committee on agenda 
which is as follows: 

Your sub-committee on agenda. has held three meetings and has agreed 
that the next meeting of the main Committee be held on Monday, April 
24, and that Messrs. T. H. Cooper, Comptroller, and W. F. English, Vice- 
President, Operations, Trans-Canada Air Lines, be called for that meeting. 

The sub-committee also considered a request that Mr. W. J. Turnbull, 
Deputy Postmaster General, Mr. J. R. Baldwin, Chairman, Air Transport 
Board, and Messrs. H. W. Seagram, Director of Flight Operations, and 
James Bain, Director of Engineering and Maintenance, Trans-Canada 
Air Lines, be called. It was agreed that these witnesses be not called and 
your sub-committee, so recommennds. 

Your sub-committee also recommends that the Committee ask the 
House for authority to print from day to day such additional copies of its 
minutes of proceedings and evidence as may be ordered by the Committee. 


Mr. George moved that the First Report of the sub-committee on agenda 
be adopted. 


Discussion followed. 
At 1.05 o’clock p.m. the Committee adjourned until 4 o’clock p.m. this day. 


AFTERNOON SITTING 


The Committee resumed at 4 o’clock p.m., the Chairman, Mr. Cleaver, 
presiding. 


Members present: Messrs. Bourget, Carter, Cleaver, Drew, Fraser, Fulton, 
George, Hatfield, Helme, Howe, James, Knight, McCulloch, McLure, Mott, 
Mutch, Pouliot, Thomas. 
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In attendance: Mr. G. R. McGregor, President, Mr. W. F. English, Vice- 
President, Operations, and Mr. W. S. Harvey, General Auditor, Trans-Canada 
Air Lines. | 


The Committee resumed consideration of the motion of Mr. George that the 
first report of the sub-committee on agenda be concurred in. 


Mr. Drew moved in amendment thereto that Messrs. H. W. Seagram, Direc- 
tor of Flight Operations, and James Bain, Director of Engineering and Mainten- 
ance, ‘Trans-Canada Air Lines, be called before the Committee. 


After discussion, the said motion and amendment were allowed to stand. 


Consideration of the budget of Trans-Canada Air Lines for the year 1950 
was resumed. 


Examination of Mr. McGregor was continued. 
‘Mr. English was called and questioned. 


At 6 o’clock p.m. the Committee adjourned until Tuesday, April 25, at 11 
o’clock a.m. 


A. L. BURGESS, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House or Commons, 
April 24, 1950. 


The Sessional Committee on Railways and Shipping met this day at 11.00 
a.m. The Chairman, Mr. Hughes Cleaver, presided. 

Mr. Poutior: Have we a quorum, Mr. Chairman? 

The CHairman: Yes, we have a quorum, Mr. Pouliot. If the committee 
is willing, we should change our usual practice and call Mr. Cooper first. Mr. 
Cooper is here at the request of the committee and he is very urgently required 
in connection with other work that he is carrying on. So if it is satisfactory 
to the committee, he would like to be called and have his evidence taken and 
then be released. 

Mr. Poutior: Before Mr. Cooper is called, I have one or two questions I 
would like to ask Mr. McGregor. 

The Cuairman: Mr. McGregor will be here with us until the work is com- 
pleted; and in view of the urgency of Mr. Cooper’s need in other quarters, if 
the committee is willing, I would very much rather that you met the first request 
and withheld your questions of Mr. McGregor until after Mr. Cooper has been 
released. 

Mr. Pouutior: As you like. 


The Cuatrman: Thank you. If it is agreeable to all of us, we shall now 
hear from Mr. Cooper. 


Mr. T. H. Cooper, Comptroller of Trans-Canada Air Lines, called: 


Mr. Poutior: Mr. Chairman, as the report is quite voluminous and as No. 
5 of the report of our proceedings is not yet available, may I request that when 
members put questions of Mr. Cooper they refer to the page of the report or to 
the particular exhibit. 3 

The Cuarrman: Yes. Thank you, Mr. Pouliot. 

Mr. Pouuior: It would make it clearer for us. 


: Mr. GrorcE: Part 5 of the report of our proceedings is out this morning. 
It is in the post office. 

Mr. Fraser: I think Mr. Cooper should first state, for the purpose of the 
record, who he is and the position he occupies. It is true that we all know him, 
but I am thinking of the record. 

The CHairMAN: Mr. Cooper has already given evidence before the com- 
mittee. 

Mr. Pouuior: I saw an error in the report where he was described as “Mr. 
Copter”. Are you Mr. Cooper? 

Mr. Cooprr: Yes, sir, and I occupy the position of comptroller of Trans- 
Canada Air Lines, in addition to my association with the Canadian National 
Railways. 

Mr. Drew: Mr. Cooper, have you the description of your duties with Trans- 
Canada Air Lines available with you here? 
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Mr. Coorer: The comptroller is the chief accounting officer of the company. 
He is responsible for the accounts of Trans-Canada Air Lines. ? 


Mr. Drew: Is that covered by the minutes of a directors’ meeting? 
Mr. Cooper: My appointment is covered by a minute. 


Mr. Drew: I am asking you if the actual definition of your duties as 
comptroller is covered by the minutes of a directors’ meeting? 


Mr. Coopsr: I do not think so. 


Mr. Drew: Then, would you give us in whatever detail is necessary what 
those duties are so that we may understand fully what your office carries? 
Would you explain what your duties are? 

Mr. Cooper: I am the chief accounting officer. I am in charge of the account- 
ing of Trans-Canada Air Lines, having a general supervision over the work 
and the staff, seeing that the work is done, preparing income statements and 
balance sheet, and giving the management whatever information they require 
from the accounting department. The accounting department, protect the 
revenue of Trans-Canada Air Lines, audit the expenditures, see that no expendi- 
tures are paid which should not be paid, and generally I act as does the comp- 
troller of any other corporation. 

Perhaps I should add that because of my association with the Canadian 
National Railways my services for Trans-Canada Air Lines are on a part-time 
basis, and that latterly I have been acting more or less in a consulting capacity. 

Mr. Drew: You have been acting more or less how? 


Mr. Cooprr: In a consulting capacity. Nevertheless, I am fully responsible 
for the accounts of the air line, and I certify the accounts with that sense of 
responsibility. 

I have grown up with Trans-Canada Air Lines. Mr. English and I are 
probably the two oldest employees of Trans-Canada Air Lines. I designed 
the accounting system of Trans-Canada Air Lines and have developed it to the 
point where it is today; and I take this opportunity of saying that it is a very 
complete system, and I do not know of any air line which publishes the details 
of its operations in such a complete form as we do. 


Mr. Drew: Then you are fully responsible not only for the accounting as 
a matter of record, but you are responsible for the method of keeping the 
accounts, are you not? 

. Mr. Cooper: Yes, sir. 

Mr. Drew: If in your opinion any new system of accounting were desirable, 
would it go into effect on your direction without any further decision being 
required? ; 

Mr. Cooper: It would depend on the degree of change. If it were a small 
affair, I would decide it on my own responsibility. It it were a serious matter, 
I would discuss it with the president and in some cases it would be a matter for 
report and decision by the board of directors. i 

Mr. Drew: Could you give us types of cases which would call for those 
different procedures? 


Mr. Cooper: Well, if I wanted to institute machine accounting instead of 
manual accounting, I would do that on my own responsibility. If I wanted 
to appoint one of the senior supervisory officers of the accounting department, 
I would take it up with the president and get his concurrence. If it were a matter 
of more importance such as deciding the life expectancy of aircraft for the 
purpose of depreciation, then that matter would be taken up with the board of 
directors. 

Mr. Drew: If you were considering the question of the life expectancy 
of aircraft, would you obtain your information from the officials who were par- 
ticularly concerned with the operation? 


. 


: RAILWAYS AND SHIPPING 475 

Mr. Cooprser: It would be a matter first of discussion with Mr. McGregor, 
then Mr. McGregor would present the matter to the board of directors and ask 
for their concurrence. 

Mr. Drew: Then, to take a particular case: suppose you were concerned - 
about the cost of any particular operation in any part of the combined TCA 
services, would your practice be to seek information in regard to it from some 
official who was directly handling that particular task? 

Mr. Cooper: You mean by that: if the costs in some department, or in 
some phase of operations were out of line, that I would track it down to the 
particular personnel involved? 

Mr. Drew: Yes. 

Mr. Cooper: No. I would not consider that to be part of my duty. 

_Mr. Drew: How could you be satisfied then that the accounting system 
is one which adequately assured your supervision over the cost? 
_ Mr. Cooprr: I am not the controller of Trans-Canada Air Lines. I am the 
comptroller, and I think there is a difference. 

Mr. Drew: Let me get that again. You say you are not what? 

Mr. Cooper: I am not the controller of Trans-Canada Air Line operations. 
I am the comptroller. I am an accountant. 

Mr. Drew: Well, you are the comptroller, and you have explained that your 
duties are to supervise all methods of accounting. But methods of accounting 
are not simply matters of arithmetic. There are matters of procedure as well. 

Mr. Cooper: Accounting procedures, yes. 

Mr. Drew: Matters of accounting procedures. | 

Mr. Cooper: But not operating procedures, or maintenance procedures, or 
traffic procedures, or purchasing procedures, and things of that sort. 


Mr. Drew: Let us suppose for the sake of argument, that in this deficit of 
over $43 million you were impressed by the fact that deficits were being made 
by any particular part of the activities of Trans-Canada Air Lines, what steps 
would you take to see if there was any way of more effectively meeting that 
situation in terms that could be discussed by the board of directors? 


Mr. Cooper: I am not sure that I fully understand what you have in mind. 
But, for example, if what you have in mind, pertains to a deficit in regard to the 
Atlantic service, our accounts would show what the result of that operation is; 
the management would be supplied with that information and the board of 
directors also. It is not for me, in my interpretation of my duties, to go and 
press the matter with the directors or with the management. 

Mr. Drew: Well, Mr. Cooper, I think you will agree with me that one 
of the very important developments of corporate organization in the past few 
decades has been the emphasis which has been placed on cost accounting in all 
corporate activities. Is not that so? 

Mr. Cooper: It depends on the particular corporation you have in mind. 
If you are thinking of an ordinary business, then I think cost accounting is in 
fairly general use today. In the case of an ordinary business the selling price 
must be related to the cost of production; and the selling price will vary from 
time to time accordingly as production costs increase or decrease. If one line of 
goods is not selling at a profit, then it may be discontinued; if the operation as a 
whole is not making a profit, then the plant can be closed down. On the other 
hand, in the case of a state-owned public utility such as Trans-Canada Air Lines, 
those conditions do not apply. I think that in the case of a business, an ordinary 
business, the profit motive is dominant; but in the case of a state-owned enter- 


_~ prise, such as Trans-Canada Air Lines, I think the profit motive is subordinate to 
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a sense of service or what is described as public convenience and necessity. 
Trans-Canada Air Lines is such an enterprise. It was organized by the state to 
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serve the state. It is flying routes only which are designated by orders- in-council. 
Its rates are fixed by the Air Transport Board. It is not free to. come in or to 
go out of a particular line of operation in the same way that an ordinary 
business can, such as you may have in mind. For that reason I do not think 
you can draw a parallel between an ordinary business and Trans-Canada Air 
Lines. Such a parallel does not exist. — 

Mr. Drew: Do you suggest that it is not equally desirable for a public- 
owned enterprise to know whether each department of the operation is being 
operated as economically as possible. 

Mr. Cooprr: Well, I think that is known in the case of Trans-Canada Air 
Lines. Perhaps the difference between us may be this: you think that that 
information should be developed as a matter of ordinary accounting routine; that 
is to say, that cost figures should be a by-product of routine accounting pro- 
cedures. ‘That is where I differ from you. I think there are other ways of 
getting the information. I think there are less expensive ways. It would be a 
very expensive affair for the accounting department eof Trans-Canada Air Lines 
to produce cost figures by routes. I think that in matters of that sort, more 
accurate information, certainly less expensive information, can be produced by 
special studies, by trained personnel, if and when required, for specific cases. 

That is what is done in the case of the railways, for instance, the Canadian 
National Railways; the Canadian Pacific Railways, and in the case of Trans- 
Canada Air Lines. I am not suggesting for one minute that the management 
of Trans-Canada Air Lines because it does not have what you call a cost 
accounting system is not informed of what is going on in the operations of 
Trans-Canada Air Lines, and that it does not know by routes approximately 
whether individual routes are operating in the red or in the black. There are 
other ways and means of finding out. 

Mr. Drew: Do I understand from what you say that you are in a position 
to determine what the profit and loss is on each route of Trans-Canada Aur 
Lines? 

Mr. Cooper: I do not say that the accounting department would know it, 
but I do say that the other departments of management would. 


Mr. Drew: If you are responsible for the method of accounting, it would 
not be through you that the information would be obtained by the management? 


Mr. Cooper: No. The basic data which the research people require in order 
to make their special studies in connection with a specific case would be furnished 
by the accounting department. We would furnish them with the revenues, for 
example. They are easily determined. And we would furnish them HEY: the 
costs which are exclusive to that particular operation. But then you come to 
the common expenditures; and, I refer to expenditures for the system such as, 
administration, supervision, ‘traffic solicitation, shop overhead, aircraft 
maintenance, eround maintenance and operation, interest, depreciation, and 
insurance; those things are not assigned to a particular operation or to a et oe 
ular route and they must be broken down, on bases which are determined as 
result of considerable study. We furnish to the management or to the snake 
engaged in this sort of work the basic figures on which they make their analysis. 
I may say, Mr. Drew, that in my opinion, if we inform the management what 
the earnings per plane-mile on any particular route are, the management has a 
very good idea of whether that operation is in the red or the black. 


Mr. Drew: As the official in charge of accounting you are, I am sure, well 
aware of the procedure followed in the case of an ordinary corporation doing 
business, and you understand the method of cost accounting. Now, if you will 
just let me outline what I understand that procedure to be, I will then ask you 
why that procedure would not be a suitable procedure for Trans-Canada Air Lines 
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to follow. One of the reasons that the system of cost accounting has developed so 
much in the past few years is the fact that quite contrary to the suggestion 
you have just made it was found that you could not just close a particular 
branch of industry without determining the cost on a more accurate basis than 
had ‘been accepted in years gone by, and the system of cost accounting now 
employed in any corporate activity of substantial size is to segregate in a very 
simple way the costs of that particular operation, and then in the case of the 
general overhead costs, such as you have referred to, to allocate those on a 
proportionate basis so that the net profit or loss position of any department can - 
be determined. Is that not correct? 


Mr. Cooper: Well, I do not think I can speak with any wide experience in 
ordinary corporate accounting, but I would go along with you on what you say 
as a generalization, yes. 


Mr. Drew: Well, then, if that is so, why is it not practicable and desirable 
to employ precisely the same method in the case of Trans-Canada Air Lines? 


Mr. Cooper: It is a question of degree, Mr. Drew. We do, at the request of 
the management, separate the Trans-Canada system operations into three main 
groups. .We separate them as between the domestic services and the overseas 
services, and we separate the overseas services as between the services to the 
United Kingdom and the overseas services to the south. In connection with that 
work we have a great deal of experience in the allocation of system expense, 
that is, system common expense. We use a large number of bases in our effort 
to break down the different classifications of costs to the three services. I could 
tell you, if you were interested, just how we go about it. We have had to consider 
which would be the most correct method of allocation of the different categories 
of expense and I must confess we have changed our minds from time to time in 
the light of our experience. That is about as far as we go, that is as far as we 
have been asked to go. I think the allocations we make are reasonably accurate. 
they are reasonably accurate for managerial purposes, and we always keep in 
mind that these kind of things are very expensive, and there is no sense in 
spending a lot of money in deciding the particular column into which an expense 
should go, provided it does not affect the overall result. I say we have had a great 


deal of experience in that. I can also tell you that other airlines have the same 


problem which you are talking about. The authority in the United States, known 
as the C.A.B., does not ask the airlines of the United States to break down 
their operation results by routes, nor do they do it. We have been asked to 
break down our operations as I say into three services and that is what we do. 
I think that is as far as we should go. When you attempt to break down the 
system by routes you would get into such a mass of detail that I think it would 
be impossible, certainly it 1s impracticable. It can be done only at tremendous 
expense and then it would be something in between a considered opinion and an 
informed guess. It could not be a precisely accurate figure, and what good it 
would be to management I do not know. I say: they already have a good idea 
of the results of any particular route, because of their knowledge, their intimate 
knowledge of the detailed operations. I do not consider that the ordinary cost 
accounting methods used in general business are applicable to public utilities 
or railroads, as you have suggested. 


Mr. Drew: Do you suggest that no public utilities operate on that basis? 
Mr. Coorrer: No, I do not say that. I say that certainly the Canadian 


National Railways, the Canadian Pacific Railway, Trans-Canada Air Lines, the 
Canadian Pacific Air Lines and the other airlines do not do it. 


Mr. Drew: Well now, when you found out that you were confronted with 
a $4,317,000 deficit for 1949, what steps did you take to ascertain where savings 
could be made or where economies could be practised in relation to that figure? 
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Mr. Cooper: I did not make such investigation. I did not think that was. 
part of my duty. That would be the duty of management, and I know enough 
about the management to know that they are searching diligently all the time 
for economies in operation. 

Mr. Drew: Well then, the management, seeking economies in operation, 
would come to you, would they not, to ask you if you could ascertain for them 
where the costs might be regarded as out of line as compared with their anti- 
cipated figures? ) 

Mr. Cooper: No, they would come to us and ask for costs on some particular 
detail of operation. They would ask me what the labour cost was, of some 
detail of operation, and what the material cost. was. In our shops we assign 
to a repair job a work order number and so we get the costs separately. Things 
of that sort we know and we furnish them to management, as they want them. 
We furnish to management the information they ask for to enable them to 
carry out their managerial. functions. 

Mr. Poutior: But you have no suggestions to make? You give the facts 
and you cannot make any suggestions? 3 

Mr. Cooper: I do not admit or believe there is anything deficient or defec- 
tive with the Trans-Canada accounting set up. 

Mr. Drew: That is not what Mr. Pouliot had asked. . 

Mr. Cooper: I think his suggestion that I make a suggestion as to how. 
economies might be obtained implies that there are opportunities for economy, 
and I do not know of them. 

Mr. Povuutot: Thank you. 

Mr. Drew: Well then, Mr. Cooper, under whose direction was the forecast 
for 1950 prepared? 

Mr. Cooprr: It would be made by the staff attached to the president. 
Mr. Drew: And would you he called in in regard to the figures that inter- 
pret their expectations of business and costs of operation? 

Mr. Coorrr: I personally was not called but I have not the slightest doubt 
that Mr. Harvey, the general auditor, was called in to furnish all the informa- 
tion management needed. 

Mr. Drew: Well, the thing I am trying to clear up in regard to procedure 
is the fact that you are responsible for the accounting system, and, obviously, 
any forecast as well as analysis of previous operations rests on the accounting 
system. I merely ask you if in the preparation of the forcast you are not 
called in to determine whether those figures accurately interpret the estimates 
of the various departments of T.C.A. in accordance with your system of 
accounting? . 

Mr. Cooprr: The budget forecast of Trans-Canada operations is primarily 
a forecast of traffic and it would be the traffic department rather than the 
accounting department that would make that forecast. There would not be 
very much use going to an accountant and asking him to give his opinion as 
to the amount of traffic that might be expected out of Montreal or any other 
stations from which Trans-Canada operates. 

Mr. Drew: Well, is not an estimate of cost essentially a part of the account- 
ing department’s work as an estimate of traffic is the work of the traffic depart- 
ment? | , 
Mr. Cooper: Yes, and we furnish the management with information with 
respect to costs, so that they can apply them against the figures for gross. 
revenue. 
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Mr. Pouutor: If you will bear with me, Mr. Drew: Mr. Cooper, you under- 
stand and realize that your duty as an accountant is to look over the past, not 
the future. | 

Mr. Cooper: As a general statement you are correct, Mr. Pouliot. We are 
there to record transactions which have taken place. 

Mr. Drew: And, according to what you have said, to design, to use your 
own terms, from time to time the method of accounting that may best meet 
the situation? 

Mr. Coorrer: To design the best record for transactions which have taken 
- place, yes. 

Mr. Drew: That is right. 

Mr. Coorrr: In addition we do, as I say, give service to management. We 
give them all the help we can. 

Mr. Drew: In the preparation of that statement, then, who is the official 
who would be primarily responsible for the preparation of the material? 

Mr. Cooper: I think you should ask Mr. McGregor. 

Mr. Drew: Well, you are in charge of the methods of accounting? 

Mr. Cooper: I beg your pardon, speaking of information— 

Mr. Drew: Speaking of information in relation to accounting which 
involves every cent of expense— 

Mr. Cooper: Well, the general auditor, Mr. Harvey, is the one who would - 
furnish that information. He has the knowledge of the detailed accounts, and 
he is the one who gives detailed information of that nature to the management. 

Mr. Drew: Well, Mr. Cooper, do you not agree with me that there is 
quite a difference between the functions of an auditor and the functions of an 
accountant? As I understand it, the function of an auditor is to check the 
actual details of accounting that are carried out by officials of any organization. 
Might I ask who is the official of Trans-Canada Air Lines who would be in 
charge of the preparation of information cf this kind? 

Mr. Cooprr: I answered you when I said Mr. Harvey, the general auditor, 
who is under my supervision. He is the officer who has charge of the actual 
accounting work. He would furnish those figures to the management. 

Mr. Drew: Well, then, Mr. Harvey is an employee of Trans-Canada Air 
Lines? 

Mr. Cooper: Certainly. Let me clear this up, Mr. Drew, I think perhaps 
you have in mind that the government auditors, George A. Touche and Com- 
pany, are somewhere in this picture? - 

Mr. Drew: When you used the expression auditor I was naturally thinking 
of the term auditor in relation to audit. : 

Mr. Cooper: I thought so. As far as the government auditors are con- 
cerned they have nothing to do with the preparation of the accounts of T.C.A., 
the preparation of the income statement or of the balance sheet. That is the 
responsibility of the accounting department. We perform the accounting work, 
and when it is completed we turn it over to them to check. They are there to 
check the figures as representatives of the shareholders. It is not their function 
to make figures; that is our function. We do not share that responsibility 
with the government auditors. 

Mr. Pouutot: You have two sets of checks? 

Mr. Coorrer: I would put it this way, it is a double check. .There is our 
own internal audit system, and then on top of that, to make doubly sure, the 
government or the minister has engaged a firm of outside auditors to come in 
and verify what we have done. 
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Mr. Drew: Then, Mr. Cooper, in analyzing the general operating situation 
let us assume that there is a new projected line under consideration; do they 
come to you and ask you to give them information, any information that you 
can, in regard to the anticipated financial result of such an operation? 

Mr. Cooper: The management would not come to us, they would ask the 
traffic department for that and that department would give them the estimate 
of traffic. Having that they would be in a position to estimate the cost of opera- 
tion, and then if there was any information needed of an accounting nature ee: 

would come to us and we would furnish it. . 

Mr. Drew: And they would consult you with regard to that? 

Mr. Coorrr: They would consult our department. 

Right Hon. Mr. Hown: May I point out that new lines are not initiated: by 
Trans-Canada Air Lines, they are set up by government order in council based 
on instructions from the government to Trans-Canada Air Lines to operate 
them. 
Mr. Drew: They would be the ones who would propose the operation, 
I suggest; it would not be by order-in-council that the decision would be made. 
I hope you are not suggesting that decisions are made without information 
from Trans-Canada Air Lines as to whether the operation will be a profitable 
one or not? ; 

Right Hon. Mr. Flonrie: The government obtains its information from 
Trans-Canada Air Lines but it makes its own decisions. 

Mr. Drew: So in the case of opening up a new route that decision rests 
with the government rather than’ with Trans-Canada Air Lines? 

Right Hon. Mr. Howe: Yes. 

Mr. Drew: Then, in that case, is it to be taken that Trans-Canada ve 
Lines is in the position where they continue to operate a route without expressing 
any opinion as to whether it should be operated or not? 

Right Hon. Mr. Hown: They may express an opinion, but if the govern- 
ment directs them to operate it, they operate it. 

Mr. Fraser: Whether it is profitable or not? 

Right Hon. Mr. Hows: Yes, they operate it if they are told to operate it. 
Mr. Drew: Well then, Mr. Cones what percentage of your salary is paid 
by Trans-Canada, Air Lines? 

Mr. Cooprrr: This question of salaries has been a matter for consideration 
by the committee on a number of occasions. I do not feel that I should set 
a new precedent. 

Right Hon. Mr. Hows: I think not; the committee decided not to disclose 
salaries. 

Mr. Fuiron: But this is a question of percentage. 

Right Hon. Mr. Hows: We do not disclose salaries or proportions of 
salaries. 

Mr. Drew: Well, Mr. Chairman, I know that that is an important point, 
and in any event the committee on a divided vote decided that an answer 
could not be given as to the amount of salary. With that decision I disagree 
but nevertheless I realize that it must be accepted; but this is a percentage 
of salary, and, unless this committee is in a position to know what percentage 
of Mr. Cooper’ s salary is paid by Trans-Canada Air Lines then this committee 
has no sense of the responsibility Mr. Cooper assumes in respect to Trans-Canada 
Air Lines. 

Mr. Cooper: As I have already told you, I assume all responsibility with 
respect to Trans-Canada accounting. 
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Mr. Drew: But that does not answer the question as what percentage of 
your salary is paid by Trans-Canada Air Lines. 
Mr. Cooprr: I am in the hands of the committee. 


The 'CuarrmMan: I would think, Mr. Drew, that you would accomplish the 
end you seek to accomplish if you were to ask the witness whether in his opinion 
a reasonable percentage of his salary is borne by T.C.A. 

Mr. Drew: I know, Mr. Chairman; the witness is asked to give facts, 
and it is for the committee to determine whether they have any views in regard 
to that on the facts brought out. I would point out that Mr. Cooper has stated 
that he is carrying on these duties and that he occupies a corresponding position 
with the Canadian National Railways, and I think it is of very considerable 
importance to know the relationship on a percentage basis without disclosing 
in exact figures of the amount of the salary, that being a matter which has 
already been dealt with by a resolution of this committee. 


Mr. Murcu: Might I make a suggestion, Mr. Chairman? Mr. Cooper 
might indicate whether in his opinion the percentage of his salary paid is adequate 
to compensate him for the work he does for Trans-Canada Air Lines. I take it 
that the purpose of the committee at the present time is to obtain facts in 
respect to the operation of the T.C.A. I think what we have to deal with here 
is the report of the estimates now before us. 


Mr. Drew: Mr. Chairman, to carry that through to its logical conclusion 
then the meeting of this committee could be as short as anyone could possibly 
desire if it is not the desire to have any information come out. It would only 
be necessary for Mr. McGregor to present his report and for us to ask Mr. 
McGregor: in your opinion are the operations of Trans-Canada Air Lines 
satisfactory? And the answer he would give would be yes; and then all the 
committee would have to do would be to approve the report—that is if weé 
carry it through to that absurd degree—and that would be the principle to 
apply in view of what was just said. 

Mr. Murcu: Is that your interpretation of what I said? 

Mr. Drew: If I misunderstood you— 

Mr. Mutcu: I do not know whether you did or not. A moment ago the 
chairman suggested as a means of meeting the question raised by yourself 
that it might meet your purpose if the answer would be given as to whether 
or not in his opinion (Mr. Cooper’s) the percentage of his salary paid by 
T.C.A. was adequate or otherwise; and to that I replied that the opinion of the 
witness as to whether the allowance paid to him by the T.C.A. had anything 
to do with his job—whether he got too much or too little by way of salary 
paid to him by T.C.A.—that that was irrelevant and had no bearing on the 
matter before us. That is not my opinion, that was an interpretation I placed 
on an observation made by the chairman. Personally, as a member of this 
committee, I am not interested in whether or not the witness feels that the 

percentage of his salary paid by T.C.A. is too low, too high, or just right. 
, Mr. Drew: I did misunderstand your observation. I agree with you it 
would be a different proposition. I simply misunderstood what you said. 

Mr. Murcu: O.K. 


The CuairmMan: The witness having indicated that he is in the hands 
of the committee I would suggest that we follow the customary practice; that 
you make a motion and that we would deal with that at the end of the meeting 
_ today and not waste any more time over it now. We have already taken up 
seven or eight minutes discussing it. Perhaps you would be good enough now 
to continue your examination of Mr. Cooper. 

Mr. Drew: Well then, Mr. Cooper, what percentage of your time is devoted 
to the. work of Trans-Canada? 
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Mr. Coorrr: It varies, Mr. Drew, anywhere from a few minutes to a few 
hours at a time. When any accounting policy problem in respect to Trans- 
Canada comes up I take care of it. The actual amount of time I spend on 
such work is a little difficult to estimate. particularly during a period of more 
than normal activity. Last year, for example, I made an analysis of the pension 
plan of Trans-Canada Air Lines and I spent a considerable amount of time 
on that. It is more in connection with major or new matters that I am con- 
sulted and which takes up my time. The amount of my time which is devoted 
to Trans-Canada depends a great deal on what takes place throughout the 
year; and, of course, there are periods when not a great deal of my time is 
required, 

Mr. Povuuior: But all of your time is not given to Trans-Canada; you 
do not want to give all of your time to this committee meeting here today? 

Mr. Cooper: I was hoping it would not be required. I was hoping that 
this afternoon I could get over to the Royal Commission on Transportation. 

Mr. Drew: That seems to be the common sentiment in regard to all 
requests for information. The thing I would like to get at— 

Mr. Coorer: May I interrupt there, Mr. Chairman? Don’t think I do 
not like to be here. I do. I would like to be here for as long as you need 
me, but we do have this royal commission sitting and I am under pressure from 
our counsel to get over there as quickly as I can. 


Mr. Drew: Well then, Mr. Cooper, so that we may understand it, would 
it be possible for you to give us an estimate of the allocation of your time; 
would it be I per cent, 2 per cent, 10 per cent of your time that would be devoted 
to Trans-Canada Air Lines as comptroller? 

Mr. Coorzr: That is a matter which I must leave to the committee. I have 
no objection to giving an estimate of my time, or an expression of opinion as 
to whether the proportion of my salary assumed by Trans-Canada Air Lines is 
reasonable or otherwise. 

Mr. Drew: You spoke of an allocation of time. 

Mr. Coormr: Yes, and as I said, it varies. Let me take 1949 and break it 
down for you. My estimate would be that about one-twelfth of my time, that 
is a full month, would be given over to the work of Trans-Canada Air Lines. 
I do not say that is exact, but it indicates in a general way the proportion which 


is devoted to the work of Trans-Canada Air Lines. On occasion I may be asked 


to give an hour or two; on another it may be a matter of half a day or a day; 
and at other times when a more involved problem is up for consideration it may 
be a matter of more than a day. 


Mr. Drew: I realize that it is a minor accounting matter, Mr. Cooper, 
but I feel sure that you have some approximation of the percentage of time which 
you spend with Trans-Canada Air Lines. 


Mr. Cooper: I answered that by saying about one-twelfth. 

Mr. Drew: Could you also inform the committee as to whether or not in 
your opinion your salary is reasonable in view of the major duties which you 
perform? 

Mr. Coorrr: I am still an accountant, Mr. Drew. 

Mr. Murtcu: That is good. 

Mr. Drew: I refer to the proportion of your salary. 

Mr. Murcu: He has already given that figure. 


Mr. Poutior: Do you have to do any work at night in looking after the 
Trans-Canada Air Lines end of the work? 


Mr. Coorer: Now, Mr. Pouliot— 
Mr. Drew: Let us not get into personalities, Mr. Chairman. 
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Mr. Pouuior: Well, Mr. Chairman, I want to be safe. I know that 
Mr. Cooper works a good deal at night for Trans-Canada Air Lines as well as 
for Canadian National Railway, which is his joy and pride. 

_ Mr. Drew: Now then, referring back to the question which has already 
been asked, and I appreciate that it is for the chair to decide whether it should 
be allowed or not, may I ask you this: Having regard to the proportion of time 
you devote to it would you say that the proportion of your salary paid by Trans- 
Canada Air Lines, on the percentage you have indicated to us, namely one 
month, is fair and adequate? 

Mr. Cooper: The answer is yes, Mr. Drew. 

Mr. Drew: So we may take it that it does bear a proper relationship to 
the time you spend on it; is that right? | 

Mr. Cooper: Yes. 


Mr. Moutcu: I should think it would be the quality of the service rendered 
rather than the amount of time spent doing it that would really determine the 
worth of the service rendered, 

Mr. Drew: Now, Mr. Cooper, having regard to what you have said as to 
the proportion of your time necessarily devoted to Trans-Canada Air Lines, if 
we decided to put in a cost accounting system of the type used in a similar 
ordinary corporation, would it be your opinion that it would be necessary to 
get some other officials to do that work? 

Mr. Coorer: We would have to increase our staff, not only in numbers but 
also in quality. This type of work is highly specialized and we could not do it 
with the usual accounting clerks. It would be an expensive operation, I am 
quite sure of that, Mr. Drew. I would say that the end result would not be 
worth the expense. . 

Mr. Drew: Well, Mr. Cooper, I feel sure that, from your relationship 
with other corporations of other natures, and your activities, you do know the 
procedure followed in setting up cost accounting systems in other kinds of 
businesses? | 

Mr. Cooper: I would not agree with that, Mr. Drew. My work is with the 
C.N.R. and I am associating generally with railway people. We do not have 
cost accounting systems on the railways. 

Mr. Drew: Have you at any time considered the advisability or otherwise 
of installing a cost accounting system? 

Mr. Cooprr: We did in the beginning. I put it to Mr. Philip Johnson, the 
first president of Trans-Canada Air Lines, and asked whether he wanted us to 
make an effort to keep the accounts of Trans-Canada Air Lines on a route basis. 
Mr. Johnson, was of course, a very experienced air line operator. He said that 
he did not want it; he said he could get the information in another way; and 
that was my direction. 

Mr. Drew: At that time were you called upon to estimate or arrive at any 
cost of establishing a cost accounting system? 

Mr. Cooprr: No. | 

Mr. Drew: How are you so sure that it would cost a great deal of money to 
install such a system? 

Mr. Cooper: That is an expression of opinion based on my knowledge and 
judgment. 

Mr. Drew: That is what I assume, but if you have any knowledge of cost 
accounting you obviously have had to make inquiries of the cost of establishing 
a cost accounting system? . 
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Mr. Cooprr: I do not think it follows. When I say knowledge I mean my 
knowledge of the difficulties in respect of Trans-Canada detailed operations. 

Mr. Drew: After all there is no use enshrouding us with any mystery. You, 
like all of us, have occasion to discuss matters of this kind. in ordinary personal 
conversation and I feel sure that, among your personal friends in Montreal, this 
question of cost accounting has come up in comparison with ordinary business. 

*Mr. Cooper: Cost accounting in ordinary business is, as I have tried to say, 
a very different thing from cost accounting over an operation such as ‘Trans- 
Canada Air Lines. 


Mr. Drew: How do you know if you have not made any inquiries? 
Mr. Cooper: Well that is my answer—it is based on my best judgment. 
Mr. Pouuror: And experience? 

Mr. Cooprr: Yes. 

The CHatrMAN: Of course the witness— 


Mr. Drew: Well, Mr. Cooper, you have indicated that you have no 
experience in cost accounting methods? 


Mr. Cooper: I have no experience in cost accounting in outside business. 
However, I would dread the responsibility of instituting a cost accounting system 
in Trans-Canada Air Lines, if, by that, I was expected to produce the results 
by individual routes. 

Mr. Drew: Why would you dread it? 


Mr. Cooper: I would dread it first for the amount of difficulty and expense, 
_ and for the small value which would emerge as the result of the effort. 

May I say this. We have similar problems on the railway. If we have a 
belief that a particular branch line operation is too expensive, and, if we are 
satisfied there are alternative means of serving the public interest, a study 
is made for the purpose of going to the Board of Transport Commissioners for 
permission to abandon that line. This is the way we would determine whether 
a particular operation was paying or not. We would assemble the actual revenues 
and the out-of-pocket costs of the branch line. That is not work done by the 
accounting department—it is done by the bureau of research. Then they go 
before the Board of Transport Commissioners and expose their figures; and 
explain how public need and convenience can be met by alternative methods 
of transportation. 

When you speak of the cost of operating a particular route, one must 
have in mind what it is you are thinking of. Are you thinking of the all inclusive 
cost, or the out-of-pocket cost? You may feel that an operation, bearing its full 
share of overhead expense, is a losing proposition but, if you imagine by cut- 
ting out that operation you will save that amount of money, you are very 
much mistaken—the saving you are going to make is the actual out-of-pocket 
expense only. . 

Generally, the overhead would go on just the same. Then you have to. 
consider the feeder value of the branch line. It may be that standing on its 
own feet a branch line shows up in the red, but, if you take into consideration the 
contribution it makes to the main line traffic, you get a different figure. Then, 
you have to take into consideration the value of the service to the community 
and in the over-all economy of Canada. Those are thinges that need special 
study. They are not things which you can turn over to routine accounting 
procedure and expect, merely by grinding a machine, it will produce the results 
you are looking for. It just does not happen that way. 

Mr. Drew: Who is in charge of the bureau of research? 

Mr. Cooprrr: Mr. Cottrell, I think. 


Mr. Drew: You know, do you not? 
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Mr. Coorrer: I know of him but I do not know his duties. 
Mr. Drew: Is he in charge of the bureau of research? — 
Mr. McGrecor: Of Trans-Canada Air Lines? 

Mr. Drew: Is it the same bureau for your organization, Mr. Cooper? 

Mr. Cooprr: No, Mr. Fairweather is in charge of the railway bureau of 
research. , ! 

Mr. Drew: Who is in charge of the bureau of research for Trans-Canada 
Air Lines? 

Mr. McGrecor: Mr. Cottrell. 

Mr. Drew: What are his initials? 

Mr. McGrecor: H.C. 

Mr. Drew: Mr. Cooper, you spoke of the amount of your time that was 
involved at various stages of the activities of Trans-Canada Air Lines, and you 
spoke of the amount of time that was devoted to the task in connection with 
Trans-Canada Air Lines acquiring the North Stars. What was the nature of 
your activity in connection with that acquisition? 

Mr. Cooper: That was more particularly with respect to the allocation of 
costs as between the domestic and Atlantic services. It was understood that the 
North Stars would be interchanged—not like the DC-3’s which are restricted to 
the domestic operation—the North Stars would fly both services. It was because 
of that that we had to make studies as to the method of distributing the North 
Star expense as between the Atlantic and the domestic services. In addition we 
had to change our depreciation rates and things of that sort. 

Mr. Drew: In the case of the North Stars you were then getting to. the 
point of setting up a system which would make it possible for you to divide the 
cost as between the domestic operation and the external operation, is that 
correct? 

Mr. Cooper: That is so, 

Mr. Drew: Then, in that case, is there an allocation of general overhead 
costs of the two services as well? : : 

Mr. Cooper: Yes. ! 

Mr. Drew: So that in that case you are able to allocate overhead expense 
without any exorbitant cost? 

Mr. Cooper: Yes. 

: Me. Drew: Why would that not be a simple thing throughout the other 
ines * 2 


Mr. Cooper: The one application is on very broad lines, but the other 
would have to be for very small segments. 3 
Mr. Drew: You are referring to the overseas operation? 


Mr. Cooper: No, to the nuniber of classifications that have to be dealt 
with. For example, speaking of administration. We had to allocate adminis- 
tration as between the Atlantic service and the domestic service. We had to 
_ consider which was the best method. The costs to be allocated are administra- 
tion, supervision, aircraft maintenance, shop overhead, ground: operations, 
interest, depreciation, insurance, and all other things which aré common. In 
addition, we might have an Atlantic aircraft—an aircraft assigned: to the 
Atlantic service—flying temporarily on the domestic service. It might go on 
from Montreal to Toronto. We had to find some basis of charging the domestic 
service with a reasonable cost of its use of an aircraft assigned to the Atlantic 
service. Those are the sort of things I had in mind. / 


Mr. Drew: Does that work out satisfactorily?. 
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Mr. Cooper: Well, I am satisfied that the allocation of costs between the 
two services is satisfactory and sufficiently accurate for all purposes that I can 
think of. | 

Mr. Drew: A proportion of the head office cost, advertising cost, and other 
cost, is allocated to the two services in accordance with the rules you have set 
up within the organization? 

Mr. Cooper: Yes. A man selling tickets in Seattle has a portion of his 
salary charged to the Atlantic service. 

Mr. Drew: Is that not a method of cost accounting? 

Mr. Cooper: You might say so. 

Mr. Drew: Would you not? “Ve 

- Mr. Coorer: I am differentiating between the system of allocating. costs 
between the three major services and of breaking them down to route operations, 
which I think you have in mind. 

Mr. Drew: Why would it be any more difficult to segregate under precisely 
the same rules, each separate operation? | 

Mr. Cooper: I do not think the operations of the domestic and overseas 
services intermingle anything like the extent which they do by routes on the 
domestic runs. 3 . ies sit 

Right Hon. Mr. Howe: Who would be interested in that information if you 
did get it? No one. : : 

Mr. Poutior: Mr. Cooper, may I be permitted to ask this? You spoke of 
a ticket being bought in Seattle for London— 

Mr. Cooper: Not for London. I said a proportion of the cost of the ticket 
seller’s wages in Seattle would be charged to the Atlantic service and, likewise, 
the expense of our ticket office in London is apportioned in part as a charge to 
the domestic service. 

Mr. Povuior: Yes, but it is impossible, from what I understand of it, or at 
least difficult, to separate the money that you get for a ticket—a long distance 
ticket—over the various airports? For instance, someone may buy a ticket on 
the plane at Vancouver for a trip to Halifax. You cannot divide that revenue 
between Edmonton, Winnipeg, Montreal, and Halifax? | 

Mr. Cooper: No, we could do it, it would cost money, but the information 
would not be of any use. 

Mr. Poutior: No. In the case of a railway ticket, is the money. credited 
from station to station? Suppose one buys a railway ticket in Vancouver for 
Halifax? Is each station credited with some portion of the ticket? I mean 
the stations between the departure and the destination? : 

Mr. Cooper: No. We divide it by regions. We divide it between the 
Western region, the Central region, and the Atlantic region. When you ask 
for a general allocation by regions that it is one thing, but to break it down 
‘by districts, divisions, or subdivisions is impossible. 

Mr. Poutior: You could. not divide it between each train stop? 

>» Mr. Coorrer: The cost of doing so would be staggering. 


Mr. Drew: Just take for example the line from Toronto to Kapuskasing. 
Are you in the position to inform the directors at any time as to the operating 
position of that particular line? Mats 

Mr. Cooper: No. We can tell management what the revenue is—they 
can take some rough and ready means of applying what the expense is, and 
they would have a very good idea—whether that operation is in the red or 
black. However, the precise operating result is not available. Moreover, I may 
say we have operated since 1937 and we have not been asked for such information 
—nor have we ever been asked for it in this committee. yee 
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~ Mr. Drew: You have never been asked for it? : 

Mr. Cooper: It cannot be such a vitally urgent need if we have operated — 
for thirteen years and the information has never been asked for. _ 

Mr. Drew: I mean, it has never been asked for by your directors? 

Mr. Cooper: No, and neither has it been asked for in the committee. 

Mr. Drew: Yes. 

The Cyarrman: I understand you wanted to say something about the 
deficit, Mr. Cooper? , 7 

Mr. Cooper: Oh yes. With respect to the figure of the deficit which seems 
to be a matter of great concern, may I give this information to the committee. 
The accumulated deficit is in the order of some $9 millions. Now, we have a 
self-insurance fund, which has been built up out of operating revenues. And 
at the end of 1949 it is in the order of some $3,600,000. . 

__ In my opinion, if you are considering the amount of the deficit as money 
which has been lost you should deduct $3,600,000 from the $9 millions because 
the $3,600,000 is in our hands. It is invested in gilt edged securities; and upon 
a wind-up of the company it would be transferred to surplus. | 

Mr. Poutior: It isa liquid asset? | 

Mr. Coorrr: Yes, it is a liquid asset, and as such is not taken into account 
when determining the deficit of the company. : 

~Mr. Fraser: Would a business firm in looking after insurance and coverage 
on their property put it down as an asset, for insurance? 

Mr. Cooper: No. But we have not paid out this money. It is still in our 
hands, and is free. ) | 

Mr. Fraser: You put it in a pocket to look after these planes when they 
are obsolete? 

Mr. Cooper: If they are lost. But as of the date of the balance sheet, 
the money is still there, it has not been lost. If the assumption is that the 
$9 million has been lost, then it is not true in so far as $3,600,000 is concerned— 
and I can go on like that. For example, since 1937 we have been building up a 
trained personnel, and it is an expensive proposition to train captains, first 
officers, navigators, radio operators, and ground personnel. ' 

It is my estimation that at the end of 1949 we have an investment in trained 
personnel of not less than $2,500,000. That is an expense which has been charged 
to our operations, nevertheless it has resulted in creating something which is an 
asset of the company and will be of benefit to future operations, although the 
cost appears in the $9 millions. If I were asked for my opinion as to whether 
the deficit of $9 millions should be reduced in considering the amount of money 
lost, I would certainly insist that the $2,500,000 be deducted. So that you have 
$3,600,000 here and $2,500,000 there; and I take the view, as well, that to some 
extent some of the money which the government has advanced towards the 
deficits of the Trans-Canada Air Lines has been turned back to the post. office 
for the carriage of mail at less than the rate we think we should get. 

Right Hon. Mr. Howe: And there is another factor. While there is only 
$25 millions invested by the government in the airlines, the actual assets 
of the airlines amount to about $31 millions. | 

Mr. Cooper: We have built up good will. The name of Trans-Canada is 
favourably known all over the world. The line carries the Canadian flag. It has 
a trade name and goodwill value. The goodwill of Trans-Canada Air Lines is 
worth money. It has been built up out of expenses yet it is not carried in the 
accounts as having any value. In addition, I would like to mention the value of 
service to the communities served by Trans-Canada Air Lines, and its value in 
the over-all economy. I think something would have to be added for the 
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value of Trans-Canada in the case of a national emergency. I do not consider 
it is anything near correct to assume the deficit of $9 millions as far as 
‘Trans-Canada Air Lines is concerned is a loss. It is not a loss. 

Mr. Pouuiot: And it serves a good purpose? 

Mr. Drew: Why do you say that the $2,500,000 should not be regarded 
as part of this figure? 

Mr. Cooper: IJ said it is in the figure. I think it is properly in the figure, 
but I say again that against the expenditure we have an asset representing 
the know-how of a very efficient airline operation. 

Mr. Drew: You referred to $2,500,000 and to what figure in the statement? 

Mr. Cooper: I't is not in the statement. I say that in this $9 millions, that 
$2,500,000 represents the cost of securing a trained personnel but that the 
present value of the asset is not shown in the balance sheet. It costs a great 
deal more than that but some portion of it would have to be considered as 
having been chargeable to the operations of the past ten years; but as to the value 
which will be of benefit today in future operations, it could not be less than 
$2,500,000. 

Mr. Drew: Have you some account to show that figure? 

Mr. Cooprr: The training expenditures are shown in 1949 in the published 
figures, yes. 

Mr. Drew: So you are referring to training expenditures in that connéction? 

Mr. Cooper: I am referring to training expenditures in that connection, yes, 
sir. Itis a prepaid expense. 


Mr. Fraser: No business firm in the country would ever make such a claim 
as that. 


Mr. Cooper: I do not agree. I say there is plenty of precedent for taking 
prepaid expenditures and amortizing them over future operations. 

Mr. Fraser: Well prepaid expenditure, but not the training of machinists? 

Mr. Coorer: Many companies take that kind of expenditure and capitalize 
it. They treat it as part of building up the business and as a capitalizable 
expenditure. 

Mr. Pouuior: I have been told that the modernization of machines is some- 
thing stupendous and that a pilot who was familiar with the kind of airplanes 
used some years ago would be at a loss to operate the machines which you have 
now. 

Mr. McGrecor: He has to be re-trained. 


Mr. Povuror: To a certain extent; and he must keep up with the times and be 
informed as to progress of science in that field. Is not that true? 


Mr. McGrecor: That is correct 
Mr. Fuuron: You have been dealing with what would be a an of con- 


solidated balance sheet, and with what would be a sort of accumulated deficit 
in, that figure of $9 millions? 

‘Mr. Cooprr: Yes. 

Mr. Fuuton: And in your opinion there are certain expenditures which 
could be set against that which are not reflected in the balance sheet figures? 

Mr. Coorger: That is true: 

Mr. Furron: But when you. are dealing with the current operations a an 

airline, whether it be a publicly owned or a privately owned airline, I do not 


think either criterion is there.- This is a measuring of results by looking ie 
current surplus or deficits in the year’s operations? . 
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. | Mr. Cooprmr: I was looking at the cumulative figure rather than for the 
operation for the one year 1949. | 

‘Mr. Fuuron: But you stated in reply to a line of questioning that you had 
never been asked before either by your directors or by this committee for a cost 
accounting system, or for the cost of operating any particular line; and then it 
was said in answer to that that we have never had a deficit like this before. 
And it was then that you went into the consolidated balance sheet position. 

_ Would you agrée that that is a fair observation: that we have never had 
deficit like this before, when we are considering a year’s operations? ay 

Mr. Cooper: Well, I think the deficit in 1949 was the worst experience we 
have had. | . 

Mr. Fuuron: Or, perhaps when we are faced with that operating result, 
there is some merit to the suggestion that we should look into the question of 
operations and that we should examine each particular route on a cost account- 
ing basis? 

Mr. Cooper: I understood that you developed this idea here with me. this 
morning and asked for my views. I have expressed my views with respect to’ 
cost accounting. I have explained them and I do not think I need to repeat. 

Mr. Fuuton: But you would agree that we are dealing, so far as 1949 1s 
_ concerned, with a position which we have never had to face before with respect 
to the deficit. 

Mr. Cooprr: Yes; but I have said to the committee that in considering the 


over-all deficit of $9 million, there are considerations which should be kept in 
mind. 


Mr. Futton: But it seems to me you must keep the two separate. You are 
dealing with an over-all or accumulated deficit. But if the experience of this. 
year were to be repeated—and I must say that it is the hope of everyone on this 
committee that it will not be repeated—but if it were to be repeated, we would 
have a very much greater cumulative deficit next year. 


Mr. Cooper: You will be able to judge, as to that when the year’s forecast 
for 1950 is considered. 


Mr. Poutror: Mr. Cooper has explained that the cloud has a silver lining. 


Mr. Fuuron: He was considering the cumulative deficit position; but we are 
considering what the outlook would be having regard to the 1949 operations. 


Mr. Murcu: Some portions of the assets which have been mentioned ought 
to be—if they are accepted—attributed to the position of 1949; and only to that 
extent is there any relationship. 


Mr. Drew: In the case of the insurance fund of which you have spoken, I 
believe that it has already been explained that this insurance fund was set up 
as an alternative to paying ordinary premiums for insurance outside. 


Mr. Cooper: Yes. For a while we did pay outside premiums but later we 
decided to establish our own self-insurance fund. 


Mr. Drew: Do you pay any premiums outside now? 
Mr. Cooper: Yes. 
Mr. Drew: What do they amount to? 


Mr. Cooper: In 1949 we paid insurance to outside underwriters to the amount 
of $139,126. 


Mr. Drew: And you do not treat that as an asset, do you? 
Mr. Cooprr: No. 


Mr. Drew: Well, why would that be less an asset than what you paid out 
to the fund which you think is adequate to your insurance? 
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Mr. Murcu: The difference would become apparent if you had to liquidate 
the company. | ea 

Mr. Cooprer: We have the $3,600,000 in hand. As far as the $139,126 paid to 
outside underwriters is concerned, they have it in hand. | 7 

Mr. Drew: And that is a contingent liability, is it not? 

Mr. Coorrr: No. 

Mr. Drew: Let me'put it this way: there must at all times be regarded, as a 
possibility, contingent liabilities against that. 

Mr. Coorrr: As of the future, but taking the position as of December 31, 
1949, the balance in the fund is free surplus. 

~ Mr. Drew: Not free surplus because it is surplus charged with a particular 
responsibility. 

Mr. Coorer: Many events could happen but the directors of T.C.A. as of 
December 31st, could have moved that $3,600,000 back into surplus account. It 
would have been permissible but in that event we would not have protection 
against future risks. : 

The Cuatrman: Might I interject just one question here: if you were opera- 
BEE an insurance company that would constitute an earned surplus, would it 
not! ; 

Mr. Cooper: It certainly would. 

Mr. Drew: Not of the insurance company. , 

The Cuarrman: At the termination of the policy risk if the company has on 
hand $3,600,000, that is $3,600,000 profit. | ) 

Mr. Drew: You will find under the Insurance Act that premiums paid in 
must be regarded as premiums allocated to a separate account held against pos- 
sible payments, and must be treated in that way under the law. 


Mr. Coorer: But the $3,600,000 is the amount of premium paid for cover- 
age of risks up to December 31, 1949; 1t does not cover the risks of 1950, for 
which the premiums will be paid in 1950. 

The CuarrMan: Let me put this question to you, Mr. Cooper. If on January 
1, 1950, the directors had decided to do away with the self insurance principle 
and decided to insure with outside companies what would be the possibility of 
your $3,600,000? : Ta 

Mr. Cooper: It would move back to the reduction of the deficit account. 

Mr. Drew: And you would be immediately called upon to start a system of 
outside insurance. 

Mr. Cooper: Yes. 

Mr. Murcu: Which would be chargeable against 1950 revenue. 

Mr. Fraser: What would that amount to? 

Mr. Drew: Which is saved under this system. _ 

Mr. Murcu: We are going all around a very simple proposition. The value 
of assets are what you can realize when you liquidate, and had you liquidated 
as of the date of the balance sheet, you would not have had a deficit of $4,317,000, 
;t would have been less than three quarters of a million dollars. If you project 
that into the future the risks will be met presumably by the premiums charged 


against the revenues for 1950, and that asset will remain there. Of course, if 


you have unusual expenditures, you would have that in reserve, but it is still 

there on tap. . eats 
Mr. Pouuior: We do not want you to liquidate. We want you to go on. 
Mr. Kyicut: Mr. Chairman, there is one asset here, the accumulated skill 


of personnel, which Mr. Cooper has characterized as an asset. Of course, in the 


a an ee 
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ease of the liquidation of the company, that asset would be in the hands of the 

personnel rather than in the company. You characterize that accumulation of 
skill as an asset. What annual expenditure will be necessary to preserve that 
asset? I want to get it straight. I think it is a fair question. 

Mr. Cooper: The cost of replacement of personnel would have to be paid 
for, but to the extent that this skill is available, built up, existing, at December 
3l1st., 1t has been paid for. Future operations will get the benefit of that. 

Mr. Knicut: Yes, there will be some expenditure, I see, to preserve it at its 
present level. Have you any estimate of about what that would be. 

Right Hon. Mr. Howe: That is a more proper question for Mr. McGregor 
to answer. . 

Mr. McGrecor: The personnel training expenses per annum, as Mr. Cooper 
has said, is negligible beyond the requirements of replacement, and the company 
is in the happy position of not being required for the present to take on additional 
people of the type requiring expensive training and that will remain the ease for 
some time, as the tendency is to replace aircraft with faster and_larger equipment. 
which produces a great deal more transportation work for the same amount of 
pilotage. I would say that for some time, perhaps in the order of three years or, 
so the expense to the company to maintain that condition of a large group of 
highly trained personnel would be negligible. 

Mr. Murcu: I do not like to let Mr. Knight’s suggestion pass that this 
asset we have been talking about, the skills of employees, would pass into the 
hands of the employees in case of liquidation. I am not suggesting that we sell 
T.C. A. but undoubtedly in the case of liquidation the price which you could 
get,—I am talking about selling it, not junking it, but selling it to somebody ~ 
else, and I think we could find a purchaser all right,—the value of that asset, 
the value of the whole asset would be materially increased by the fact that there 
would ‘be in it a group of highly skilled personnel who would be glad to keep 
their jobs under the new management. Actually that asset is realizable even in 
liquidation. ; | 

Mr. Knicut: I made that remark in passing, perhaps I was a little facetious, 
but, personally, I am interested in this government owned enterprise, and I am 
glad to hear from Mr. McGregor that all these skills have already been built up, 
the personnel built up to such a condition that very little training expenditure will 
be necessary in the next three years unless operations are expanded. That is 
certainly a satisfactory condition of affairs as far as I am concerned. I want 
that point brought out. } 

Mr. Murcu: Well I brought it up to get it clear because people do read these 
proceedings. 

Mr. Povuuior: It was a wise move and Mr. Knight would have done the. 
same, I am sure. | 


Mr. Knicut: Perhaps. 


| Mr. Futon: Looking at this budget or forecast of revenues and expendi- 
tures, Mr. Cooper, I think you said in one of your earlier answers that when 
this is being prepared the management asks you to provide them with figures 
particularly with respect to the anticipated expenditures. 
_ Mr. Cooper: I said they would ask the general auditor, Mr. Harvey, for 
that. They would not ask me personally but my department. ) 

Mr. Fuuron: Do they ask you or your department for the figures? Do they 
ask you to ‘bring in detailed figures of forecasts by departments of T.C.A., that 
is the same departments which are reflected in this annual statement, or do you 
Just bring in an over-all estimate? | ne 

Mr. Cooprr: I am sorry, Mr. Fulton, but I have not even seen that forecast. 
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Mr. Fuuron: In the forecast we have here, operating expenses are all just 
lumped together. ) 

Right Hon. Mr. Hower: You were asking Mr. Cooper about these forecasts. 
Mr. Cooper does not make the forecasts, that is done by the general manager, with 
the help of his research bureau. 

Mr. Fuuron: I understood Mr. Cooper to explain to us before that his 
department was asked for figures, and I am just asking him upon what basis 
those figures were compiled? | 

Mr. Coovrr: I will ask Mr. Harvey to answer that question; he is the one 

who actually furnishes the figures. 
Mr. Harvey: The research department might come down and ask questions 
regarding the price of gas and oil; they might ask us for information about fees 
for landing fields and matters of that kind; or, they might want information about 
insurance rates; or, possibly any change in the depreciation schedule such as was 
done effective January 1, 1950. When they were preparing that forecast they 
eame to us and asked us for any possible changes that through the accounts — 
could be anticipated. We can give them only the details of what has happened in 
the past. We do not do forecasting for them. We give them the information on 
oe they can project, and beyond that we do not furnish them with anything 
else. 

Mr. Futton: Did you examine into their basis of total operating expense 1n 
this forecast of $30,000,000? After you supplied them with the figures or the 
information on which you say they base their forecast, did they report to you a 
breakdown of their forecast by items and ask you to check it? 

Mr. Harvey: No, that is none of our business. We supply them with certain 
‘basic information, and what they do with it is not a matter for us. 

Mr. Futon: Does your department see these forecasts before they are 
officially approved? 

Mr. Harvey: No. | 

The CuarrmMan: You have noticed doubtless, Mr. Fulton, from the general 
statement of services, how extremely accurate the operating report has been. 

Mr. Fuuron: I want to refer to that in a moment, Mr. Chairman, but I was 
wondering, as I understand the procedure, whether the accounting department or 
the internal audit officials see the thing between the time they supply the basic 
snformation and the time this forecast is completed; I understood you to say you 
do not? 

Mr. Harvey: No, we do not. 

Mr. Futron: Then, from your experience in previous forecasts, Mr. Cooper, 
ean you or Mr. Harvey say how this comes about? I notice that the forecast 
for 1949 of operating revenues and actual operating revenues shows a variation of 
only $200,000 out of $26,500,000 ; in the light of that, can you tell us whether 
this is a normal result or was it an exceptional result for 1949? 

Mr. Harvey: You are speaking of revenue? 


Mr. FuuTon: Yes. 

Mr. Harvey: Perhaps I should explain that as far as revenues are concerned 
that is for the traffic department; the accounting department enters into the 
picture only in so far as it can be of assistance in providing assistance as to what 
operating expenses have been. 

Mr. Fuuron: May I direct this question then to Mr. Cooper? In your — 
previous experience have they been sufficiently accurate to have such a close © 
‘result as is shown for 1949? | 

Mr. Cooprr: I take it you are now referring to the increase in the North 
American service? 
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Mr. Fuuron: For the North American service. 


Mr. McGrecor: That is perhaps a little more accurate as to actual per- 
formance and forecast than it has been in other years, but not much. 


Mr. Drew: But it did have to be more accurate than on many other occasions? 


Mr. McGrecor: There were other occasions when it has been that accurate; 
as a matter of fact, that degree of accuracy has been included in the 1950 
experiences to date, so far as we have figures. 


Mr. Drew: But you said this was one of the most accurate forecasts that 
you have been able to make? 


Mr. McGrecor: I said it might be a little more accurate, but it is not 
exceptional. 


Mr. Drew: Then, Mr. Harvey, would you answer this question: Do you 
assume any responsibility for the system of accounting, or is that entirely under 
Mr. Cooper? 7 

Mr. Harvey: I think Mr. Cooper covered that in his statement. % work 
under his direction, under his supervision. 


Mr. Drew: So that under the method of accounting employed he lays down 
the principles to be followed and you simply carry out his instructions? | 


Mr. Harvey: No, I do not think it is quite fair to put it that way. What we 
do on occasion is this: if we can make any improvements, short cuts, or time 
savings to arrive at the figures required, we do that ; but as far as procedure 
goes, that 1s his responsibility. 

~The Cuarrman: Is it the wish of the committee now that we ‘should 
release Mr. Cooper? 

Mr. Fuuron: I have just one further question. 


The CHarrMAn: Perhaps then we can clear that up and release Mr. Cooper 
when we adjourn at 1 o’clock. 


Mr. Fuiron: Would you explain to me, Mr. Cooper, the significance of 
this property and equipment item? 


Mr. Cooper: That simply means the capital budget. 


Mr. Futton: What about these new acquisitions, provision for acquisitions 
and new equipment? f 


Right Hon. Mr. Howe: I think that question would be better asked of me. 
They are not necessarily altogether new acquisitions; that is an estimate of the 
expense which is properly capitalized as a sinking fund charge against operating 
expense. 

Mr. Fuuron: And then, your maintenance figures? 


The Cuaimrman: Are there any other questions? I believe you had a question 
‘you wanted to ask, Mr. Fraser? 


Mr. Fraser: I wanted to ask Mr. Cooper about this matter of cost account- 
ing. I understood him to say that if they were to go into this matter of cost 
accounting they would have to have a better quality of staff than they have 
at the present time, and I would like to know what he meant by that. 

Mr. Cooper: I think cost accounting is a highly specialized field and it 
would require the employment of people with a greater knowledge of the sub- 
ject than we now have on the staff, and it might possibly mean that we would 
have to take on the services of one or two chartered accountants. 

Mr. Fraser: Have you no chartered accountants there now? 

Mr. Harvey: No, we have one certified general accountant in our organiza- 
tion, and we also have a man who is writing for his C.A. But as to what Mr. 
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Cooper is saying, I do not believe our accounting staff has a sufficient back- 
ground in cost accounting or that it would be in a position to take on that 
work. I think rather that it would involve the setting up of a separate 
department. 

Mr. Fraser: Are you a chartered accountant? 


Mr. Harvey: No. 


Mr, Drew: Well then, since you raise that point, you apparently are: 


informed ‘as to how cost accounting procedure operates, are you not? 

Mr. Harvey: No, I am not. 

The CuHarrMAN: Are there any other questions for Mr. Cooper? If not, 
thank you very much for coming, Mr. Cooper. 

We are now twenty minutes from our adjournment hour and there is a 
report of the agenda committee to be dealt with. Shall we have that now? 

Some Hon. Mremper: Agreed. | 

The CuatrrMan: Would you read that please, Mr. Burgess? 

(Report of agenda committee read by the clerk; see minutes of proceedings). 


Mr. Futron: Mr. Chairman, I presume the motion is now that the report 
be concurred in? 

The CHAIRMAN: Yes. | tae 

Mr. Fuuron: That being so, Mr. Chairman, I should like to point out 
in regard to the motion that I did not concur in the motion made in the agenda 
committee that the last four witnesses named should not be called; and I have 
indicated to the steering committee, and I repeat to this committee, that I 
do not agree with that motion. I think they should be called, and I would just. 
briefly outline my reasons, particularly with respect to Mr. Turnbull; and I 
will repeat that one of the reasons for that is that we are carrying mail at less 
than cost, as related by Mr. Cooper, the comptroller. We had him stating that 
the income received from that source does not meet the expense of carrying the 
mail, and so far as we have been informed the government has not yet-con- 
cluded a new agreement in this respect with the post office department, That. 
is a matter to which I think we should refer in our report and we should in 
fact make some recommendation on it; and I think we should have further 
information on which to base our recommendation; and for that reason I would 
like to have Mr. Turnbull explain the position of his department, 

With respect to Mr. Baldwin, much the same applies. It arises out of ihe 
way in which T.C.A. rates were set, where cost of operations, we were informed, 
were not considered by the Transport Board in setting the rates; and there, 


again, it seems to me that we should consider that as a matter which: is incurring 


debts; that we should consider ways and means by which we can recommend 
steps ‘which will help to meet the deficits or reduce them, and that we should 
make some recommendation in that regard as well. It seems to me almost 
incomprehensible that rates should be set without reference to what it costs to 
operate the services. That is why I thought these two men should be called. 
As for Mr. Seagrim and Mr. Bain, we have had a great deal of detailed 


information here and many questions have been asked as to details of the 


operations of the company and details of the cost of maintenance and so on. 
Those questions, in my view, have given rise to further questions, and I feel that 
the best way to get that information is to have people here who are immediately 
concerned so that if we had anything on these matters we would be able to get 
- direct evidence and not indirect evidence as to costs and so on; also, the answers 
given would undoubtedly give rise to further questions; and should that happen 


we will have the witnesses here to whom we can direct our further questions and 
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recelve immediate answers and that will save a good deal of time for the com- 
mittee and avoid a good deal of wasting of time. For those reasons I think the 
report of the agenda committee should not be adopted. 

Mr. Drew: Mr. Chairman, before the resolution is dealt with, I must express 
more than surprise that the agenda committee should have come to this 
conclusion. 


The CuairMan: I wonder if I might just interrupt for a moment, Mr. Drew. 
It occurs. to me that these four witnesses are in two separate categories and 
perhaps they should be dealt with separately. If you would care to do so, we 
ean deal with Mr. Turnbull and the chairman of the transport board separately. 
We will do so if you prefer to deal with the matter in that way, but, if you 
prefer one motion we will do that. 

Mr. Drew: I would prefer that it should be dealt with in accordance with 
your suggestion—by two separate motions. 

The CHarrMAN: I would think so. : 

Mr. Drew: For a reason which relates to the discussion on the last day we 
met—appearing at pages 448 and 449 of the proceedings. 

The CuairmMan: If you will direct your remarks first to the two witnesses 
referred to by Mr. Fulton, we will clear that matter up and then go along to the 
other two. 

~ Mr. Drew: You will recall that I made a motion for the calling of witnesses 
which did not include these two. In mentioning them I did not suggest they 
should not be called—on the contrary I thought they should be called but it 
was on a different basis and it was Mr. Fulton who asked for these two witnesses. 
There is perhaps this difference in the situation, which will be indicated by what 
I propose to read from the Hansard record. If you wish to deal separately with 
Mr. Turnbull and Mr. Baldwin that can be done but I was going to indicate that 
I am particularly surprised by this report as relating to Mr. Seagrim and Mr. 
Bain, and I will proceed by reference to what took place at that meeting. At 
page 448 I am quoted as saying “I would like to have the following called: 
T. H. Cooper, comptroller, W. F. English, vice-president in charge of operations, 
W. H. Seagrim, director of flight operation, and James Bain, director of engineer- 
ing and maintenance.” } | , 

And then, some discussion arose as to the fact that they were not in 
attendance but no question arose as to the propriety or desirability of calling 
them. On the contrary, at page 449 the chairman is reported as follows: “There 
will be no need for a resolution so far as the people indicated by Mr. Drew 
are concerned; they are officers of the corporation. I made inquiries as to 
whether any of them could be made available for tomorrow but I find it is 
very doubtful.” © igs 

It was subsequent to that statement that the question of calling Mr. 
Baldwin and Mr. Turnbull arose. In returning to the discussion at the bottom of 
the page the chairman is reported to have stated as follows: “It is my inten- 


tion, Mr. Gillis, to do whatever the practice requires should be done subject 


a! 


only to one thing, namely, the wish of the committee. Mr. Drew has moved 
that Mr. Cooper, Mr. English, Mr. Seagrim: and Mr. Bain, all of whom are 
officers or officials of the Trans-Canada Air Lines or the Canadian National 
Railways, should be called to give evidence. That is quite an ordinary and 
reasonable request.” eae ny | 

_ Now, I do regard it as quite an ordinary and reasonable request, and you 
indicated very clearly that there.was no need for a resolution because they 
were Officials of the company. I can only express astonishment, as well as 
surprise, that the committee which was called upon to deal with this subject 
did disregard your own opinion in this respect, because I think the statement 
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you made on that occasion is very clearly in keeping with the obvious practice 
of this committee if we are to have the information of those who have direct 
knowledge of the facts. Mr. Seagrim is the director of flight operations, Mr. 
Bain is director of engineering and maintenance. We are considering the annual 
report of the operations of Trans-Canada Air Lines both in relation to the 
operations last. year and: in relation to the projection for 1950 which has now 
been placed before us. 

I cannot imagine any reason of any kind for not calling either Mr. Seagrim 
or Mr. Bain, in view of the fact that these are the two men who are directly 
in charge of the aspects of the work of Trans-Canada Air Lines which have 
most to do with the whole cost of operations. And if this committee is desirous 
of obtaining information upon which appropriate recommendations can be 
made, these are the men who should be here to state what the facts are and 
to answer questions, because they are men with direct personal experience in 
this field. Any suggestion that they should not be called would only leave 
the impression that there were reasons why they should not be available as 
witnesses, and that the facts which are in their possession should not be made 
available to this committee. I hope that is not the case and I hope that this 
committee will follow the suggestion that you made with respect to this very 
reasonable and proper procedure and that you would follow the statement 
that was made that no resolution is necessary because these are officers of the 
company who are charged with a particular responsibility. So, I am asking 
the committee to consider carefully what the situation is, and I am amplifying 
it at this time to obviate the necessity of coming back to it later. 

Many of the observations and views expressed in regard to the future of 
Trans-Canada Air Lines are shared by every single member of this committee ; 
and the desire of every member of this committee today is to see that, by what- 
ever recommendations this committee can make, some steps can be taken that 
will extend and increase the opportunities for service of Trans-Canada Air 
Lines. 

I do not want to hear any improper suggestion made at any time that an 
analysis of these figures, or a request for the facts, is put forward with any 
thought of restricting Trans-Canada Air Lines, or the restricting of their 
operations, except for such adjustments as may be indicated by proper business 
methods relating to the information available. 

I believe that Trans-Canada Air Lines should have far more extensive ser- 
vices than it has at the present time. I believe that we have—as I have said 
on an earlier occasion—the best pilots, the best air crew, and the best trained 
air personnel of any country in the world; and when we talk of the trained per- 
sonnel which has been built up, I think one of the reasons why we have this 
pool of highly trained and skilled mechanics is because of the training they 
received in the Royal Canadian Air Force during the war. In fact, their training 
was so good, that you will find in almost every transport line in the world 
Canadians, both men and women, occupying very important and responsible 
positions as the result of the experience which they gained mostly in the Royal 
Canadian Air Force during the war. 

That, of course, carries on into the years of peace, and new people require 
training. But the backbone of this whole organization has been the demonstrated 
skill and the demonstrated abilities of Canadians both in peace and war. I for 
one am greatly concerned about the fact that although we ended the war with the 

_ greatest pool of trained pilots, air crew, ground personnel and other staff available 
for air services, we have not taken the advantage of it to the extent that we _ 
should. 

I cannot help considering the situation in which we find ourselves. We were 
the third country in the world—that is the free world—in so far as the total of 
available pilots, air crew, and ground personnel were concerned and yet we have 
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seen, during the years since the war, how Holland—which could be surrounded 
by one of our lakes—has developed a world organization that today makes 
it the third civil air organization. They are using, for that purpose, a very large 
_ number of young Canadians—both as pilots and in their administrative offices. 
I believe there are reasons why we could by expanding the services in profitable 
fields, make use of this enormous pool of skilled men and women in the extension 
of this service which would, as it does in every business organization, reduce the 
proportion of allocation of cost of the central office and overhead expense by 
distributing it over a wider area. 

It is with that thought in mind that I believe we should have available to 
us those who have the day by day practical responsibility, for both the oper- 
ational-and the engineering activities. 

Then, there is also the fact that this committee should be in a position to 
express its opinion with constructive suggestions in regard to such matters as 
the type of aircraft, and to make other suggestions as to any improvements which 
might be made in the type of service that is afforded. In that direction I would 
point out there has been extraordinary reluctance to discuss the question of 
engines and other equipment. There is no single engine that is a sacred cow 
which we have to treat with some mystic respect. It would almost seem that 
the Merlin engine is surrounded with some peculiar sanctity which prevents us 
commenting on its perfection or lack of perfection without being charged with 
sacrilege. Let us approach the whole thing in a sensible way. Trans-Canada Air 
Lines tackled the problem on an earlier occasion, or Trans-Canada dealt with 
the same subject at an earlier time with the DC-3’s. At the start the DC-3 
had a Wright whirlwind engine installed. Through an examination of certain 
types of engines to find the comparative values of the types of engines which 
could be employed they discovered or came to the conclusion that it would 
be better to place Pratt & Whitneys of a certain type on certain DC-3’s which 
had been acquired with Wright whirlwind engines installed. 

In regard to the present situation we all know from the statement of the 
Minister of National Defence that a conversion has been made on a North Star 
to install Pratt & Whitneys. Whether that is sound or whether it is not 
sound, it certainly should be up to this committee to examine the facts and to 
obtain information from those who have parctical or direct knowledge. It may be 
there are other engines which should be considered. I should like to know what 
consideration has been given to the installation of turbo prop engines which are 
available; I should like to know what consideration has been given to the 
possible installation of radial engines of different kinds which are available. 
I am not, in this case, particularly discussing jets but I am discussing engines 
which can be installed in existing aircraft with relatively little alteration. 

Unless we have these men available we have not the proper evidence upon 
which. we can form any opinion, I think it is a direct reflection on the respon- 
sibility of this committee, if, by the absence of any comment or by general com- 
ment or approval we suggest to the House of Commons that we know that every- 
thing is being done that can be done to extend the service in every way possible to 
produce the maximum operating result and to make the ultimate possible use 
of the finest technical human services that are available anywhere in the world 
today. 

Now, in that respect, Mr. Seagrim is the highly skilled and highly experi- 
enced director of operations, and we have Mr. Bain, who is in charge of the 
engineering services, and both those men are men who, in my opinion, should be 
heard, if there is any earnest desire on the part of this committee to pass judg- 
ment on the operations of the T.C.A. 

~iMr. Pounior: Just before the committee adjourns, may I put a question? 
I would like to know what make of engines are used by the Canadian Pacifie 
Air Lines in their. Pacific service? | . 
Mr. McGrecor: They use the Merlin engine, the same series as we use. 
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_ Mr. Pouurot: And were some of those engines bought by B.O.A.C.? » 


Mr. McGrecor: Yes, B.O.A.C. has bought slightly more than twenty air- 
craft known as the Canadair Four all equipped with the same engines. _ 


Mr. Pouuror: Therefore, competing air lines are using the same engines? 
Mr. McGrecor: Hardly competing on routes. 
Mr. Povuuior: But B. QO. A.C., for instance, flies to Europe? 


Mr. McGrecor: B.O. A. C. are using their C-4 on routes not competing with 
T.C.A. 


Mr. Poutior: But they have the same make of engine as you have? 
Mr. McGrecor: Yes, and basically the same aircraft. 


Mr. Drew: As you are aware, Mr. McGregor, the Canadian Pacific Air 
Lines have publicly announced that they have ordered de Havilland Comets 
with jet engines for their Pacific service. 


Mr. McGrecor: Yes. 


The CuHairman: If I may have your indulgence for a few minutes. Mr. 
Drew has referred to my remarks in regard to calling these witnesses and I 
would like to have an opportunity at once of making a brief statement. At the 
time Mr. Drew asked for the calling of these additional witnesses he asked for 
Mr. Cooper, the comptroller, for Mr. English, the vice-president, and I under- 
stood—but I was apparently in error—he was also asking for two directors of 
the company, and I, of course, made my remarks in response to that request. On 
reading the record I find that he indicated—and I should have noticed it— 
director of flight operations and director of engineering and maintenance. I did 
not know who the directors were, did not take the time to check the T.C.A. 
report or I would have learned from that immediately that neither of those 
men, Mr. Seagrim nor Mr. Bain, was actually a director of the company although 
they were so described by Mr. Drew. I certainly took him up wrongly. It is 
my error. Mr. Drew did elaborate; he added director of flight operations and 
director of engineering and maintenance. Now, on checking I find these men are 
not directors. It is true they have that title to their office, but, Mr. Drew, they 
‘are not directors of the company. 


Mr. Drew: Neither is Mr. Cooper nor Mr. English. 
The CuarrMan: But they are officers of the company and I made the state- 
ment quite clear that he was entitled to officers; I have not any doubt about that. 
As to the other point I have a report from the committee branch. Mr. Fulton, 
in regard to your statement, but I will not take the time of the committee to read 


it as we obviously cannot dispose of this motion now. Is 4:00 o’clock convenient 
for the committee adjournment? 


_ —The committee adjourned until 4:00 o’clock p.m. 


AFTERNOON SESSION 


—The committee resumed at 4 p.m. 


The CuairmMan: Gentlemen, we have a quorum. We are now considering 
a motion. hes 


- Mr. Fraser: Before you consider the motion I would like to make a 
correction in proceedings No. 4 where I am reported as saying that I thought 
Mr. Vaughan quite deserved anything he had Bo I did not say that. T said © 
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that “even if Mr. Vaughan did deserve what he got...” I never said he deserved 
it. I think that ought to be corrected. I never said that. I know I never — 
said it. 
The CHatrMan: What is the page? 
Mr. Fraser: It is on page 229. | 
The Cuarrman: Well, the correction has been noted. Are there any other 
corrections? : . 
Mr. Murcu: The only thing to do is to sue the reporter. 
Mr. Fraser: I know that is a fact because I had a note made of it here. 
The 'CHairMAn: We are considering a motion to adopt the report of the 
agenda committee. 
_.Mr. Drew: I understand that following the suggestion, We were going 
to deal with this separate motion dealing with the two officers. 
The Cuarirman: I suggested that, and you carried on.and dealt with both. 
Mr. Drew: No, no. I said I would agree with you and then I said I was 
dealing with those two officers. And the other point was the one raised by 
Mr. Fulton. And I understood most certainly that that was the basis on which 
we were proceeding, because there was a different basis in regard to the state- 
ment made at that time. I would point out with respect, in view of the explanation 
made this morning as to the difference in the opinion expressed, that you did 
not use the term “directors” at the time. You used the term “officers” and 
said they are officers of the corporation. And also, just before that, the Hon. 
Mr. Chevrier had indicated the difference that he had in mind in regard to 
those whose names were mentioned when the point was raised as to whether 
this committee ought to go outside the operations of Trans-Canada Air Lines. 
I am not suggesting that they should not. be called. But I think the committee 
must decide whether or not officials, when they in their official capacity have a 
bearing on T.C.A., should be called. He was. obviously considering that that 
question would arise in connection with the officials of the company, but there 
was a different point in connection with these outside parties. 
The CHarrMan: What I had in mind was that I was referring to officials 
while you were referring to directors. | , 
Mr. Drew: I did not mention directors. 
~The CuHarrman: You used the word “directors”. 
__ Mr. Drew: And I used their official titles. 


The Cuarrman: You used their titles, and I thought you were actually 
referring to actual members of the board of directors such as the managing 


director. | 3 | . 

_ -Mr. Drew: I used the actual titles which they have in this organization. 
The CuHarrMan: You did. } 

_ Mr. Furton: We are considering the question of the two witnesses who 

were connected with T.C.A. itself, Mr. Seagrim and Mr. Bain. 
The CHarrMaAn: We shall take two separate votes. 
.Mr. Grorce: I think we had better split the motion. 

- The Cuarrman: I was only suggesting for the convenience of members 
that we should deal with the two different types of witnesses separately in. case 
the members might want to express themselves differently, and to vote differently. 
We are only dealing with one motion which is a motion of concurrence in the 
report of the agenda committee. I was simply seeking to save time but I 
guess we have lost time in the effort. | | 
"Mr. Drew: Then, Mr. Chairman, if you wish to deal with it in this way, 
and you prefer to proceed either by way of an amendment or by an agreement 
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of a substantive matter, I would move that Mr. Seagrim, director of Flight 


Operations and Mr. Bain, director of Engineering and Maintenance He called. 


as witnesses. 

The CHatRMAN: You have heard the motion. 

Mr. Fraser: We have had Mr. Harvey here and he has given us some 
information; and we have had him as a witness. Yet he is not a director. 
And at other committee meetings we have had other men who have not been 
directors. So I do not see any reason why we should not have these two men. 

The CHariRMAN: Isn’t Mr. Cowie connected with T.C.A.? 

Mr. Fraser: But he is not down as a director. 

The CHAIRMAN: That is true. It has been my understanding that a 
treasurer, a controller, a secretary, and an auditor are in a totally different 


class, and that the members of the board of directors are in a totally different. 


class from the other employees of the company. 
Mr. Knicur: I think this is related to the main motion. Might I ask if 


Mr. McGregor is prepared to answer a few more questions in regard to operations? 


Mr. McGrecor: Oh, yes. 

Mr. Knicut: Whether or not these men are called? 

Mr. McGrecor: We have with us the vice-president of operations, Mr. 
W. F. English, at the request of the chairman. He is the man to whom these 
two individuals in question directly report, and he is perfectly in a position 
to go into any detail of their work. 

Mr. Knicut: Thank you. 


Mr. Futtron: I think we are exactly parallel to the situation we were in 
this morning. Mr. Cooper is the comptroller to whom Mr. Harvey reports. 
And both Mr. Harvey and Mr. Cooper were here with us this morning. Now 
the committee has asked that Mr. Seagrim and Mr. Bain be called. And the 
fact that Mr. English is here does not seem to me to preclude their coming. 
I believe the situation is exactly parallel in the case of Mr. Cooper and Mr. 
Harvey as it would be in the case of Mr. Seagrim and Mr. Bain, and I believe 
they might well be here. 


The CHarRMAN: On page 2 of the Annual Report you all find a list of 
the board of directors and the officers. 

Mr. GrorcE: Question? 

The CHatrMan: Are you ready for the question, gentlemen? 

Mr. Drew: Since it has been suggested that Mr. English is in a position 
to give information, I believe the committee might better determine whether 
the motions should be made or not after we have heard Mr. English’s evidence, 
because his evidence will determine whether or not he has in fact all the 
information. 

Mr. Povutior: Mr. English? 


The CuarrMan: Is the committee willing that the motion for the adoption 
of the report of the agenda committee eer sine die? 


Mr. Mutcu: I love that expression, “sine die’. 


; The CuHairMAN: AIl those in favour of the en for the adoption of the 
report of the agenda committee, please stand. 


Mr, Grorce: What is this again? 


The CHarrMAN: It has been suggested by Mr. Drew that possibly the 
officers who are already before the committee will be able to supply the informa- 
tion which he desires; and he suggests that the motion should stand, which 
would automatically mean the motion to acon the report of the agenda com- 
mittee would also stand, 


ee ee See Se 


od, ee 
M 
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~ Mr. Drew: I do not want to split hairs. But I would suggest that he could 


- give the information—it has been stated that he could give it—and then we 


might determine better, after we hear the information which he can give. 


The Cuairman: I am sorry if I did not make it clear. All those in favour 
of the motion standing until later? Agreed. 


Mr. Murcu: It is just suspended judgment. 
The CuHarrman: We are on the first. page of the budget item. 
Mr. Drew: Who do you propose to call now? Mr. English? 


The CuarrmMan: Mr. McGregor and Mr. English are both here and 
available for questioning. 


Mr. Drew: Are we not going to ask Mr. English to answer questions in 
regard to last year’s operations? I would point out that. otherwise this 
procedure creates a barrier which I feel sure was not contemplated. Simply to 
proceed with one witness and then to call it a closed book precludes the possi- 
bility of officers who deal with the particular aspects of the matter giving 
evidence in relation to what has been before. Mr. English was not here before 
but he is here now and can speak of certain aspects of it. 


The Cuatrman: Ido not think there is any doubt that you were labouring 
under a misapprehension. You did believe that the budget items were before 
this committee, and I well remember your surprise when you found that they 
were not. In view of that, while I am in the hands of the committee, I think 
you should have a free hand to ask questions in regard to the 1949 items and 
what not, as shown in the budget items as well as the 1950 budget items. Which 
page of the report would you prefer or suggest, Mr. McGregor, should be taken 
up first? ; ee 


Mr. McGrecor: I do not think it matters as to the order of things, Mr. 
Chairman. Mr. Drew at the last session of the committee asked for the 1949 
forecast, the 1949 actual and the 1950 operating forecast. He also asked for 
the 1949 and 1950 budgets. The only thing which T.C.A. classifies as a budget — 
as such is the capital budget which has also been submitted so that we would 
cover all the ground. 


The CHatrman: Has the committee any preference as to whether we 
take the Atlantic service, the North American service, or the Bermuda-Caribbean 
service? ; 


Mr. Murtcu: It occurs to me that if we take the consolidated budget, the — 


other questions might arise out of that. 

The CHatrMANn: All services; I think, perhaps, that is helpful. We will 
carry on under the first page of the memorandum which the committee members 
have: “Trans-Canada Air Lines 1949 Financial Results compared with 1949 
Forecast and 1950 Forecast, All Services”. 

Mr. Mutcu: That is broad enough to ask anything. 

Mr. Knicut: Mr. Chairman, if I am in order— 

‘The CHAIRMAN: Yes. . 


Mr. Knicut: I see that this No. 1 1949 forecast includes the forecast of 
“Wage Increases Resulting from Labour Negotiations in Late Fall of 1948”. 
There is a small matter here that I want to clear up, about the closing down’ 
of certain sections of the T.C.A. plant in Winnipeg. The whole thing has to do 
with the desire—I think it was the desire—of the company, perhaps, last year 
to move their headquarters to Montreal; and whether there is any connection 
between the desire to move to Montreal on the part of the company and the fact 


that certain men have been dismissed this year. I want to ask Mr. McGregor 
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two or three questions about it. First of adh Hilorba nt Mr. MoGregor, that 
certain men, particularly machine men, have been laid off. Could you. give 
us some information 4 in regard to that. | 

Mr. McGrecor: Are you speaking of very recent lay-offs? 

Mr. Knicut: Fairly recent, I should think. 

Mr. McGrecor: Within the last month? 

Mr. Knicut: I would not want to commit myself; I believe it was within 
the last two or three months at any rate. 

Mr. McGrecor: I think the lay-offs referred to are all within the last 
month and they are not manual workers but members of the engineering staff; 
and the reduction in the total engineering staff amounted to approximately 70. 
The number of people affected was about equally divided between Winnipeg 
and Montreal. 

Mr. Knicut: Some of these men would have considerable seniority. 

Mr. McGrecor: Some of them had about four years. 

_ Mr. Knicut: Any more than that? 

Mr. McGrecor: There was one man with longer service for whom an 
arrangement was made for a transfer within the company. 

Mr. Kwnicut: I was amazed at this bumping regulation which oka to 
railroads as well as to aircraft companies. Can some of those men be taken 
on under that regulation at Montreal? 

Mr. McGrecor: If they elect to use the bumping regulation—which is the 
only name by which it is known to me—that is not a matter of election with 
the company. It is written into the agreement between the association and the 
company at the request of the association. 

Mr. Knicut: Would there not be a method by which the men would travel 
’ from Winnipeg to Montreal? 

Mr. McGrecor: At their own election it might be, but the reverse might 
be true. 

Mr. Mutcu: It might happen that a man who was a junior in Montreal 
would be a senior in Winnipeg and would bump somebody there. 

Mr. McGrecor: That is correct. 

Mr. Knicut: What you have said has been of the greatest value. Thank 
you very much. 

Mr. Mutcu: I am interested in the man, not the company. 

Mr. Knicut: Well, I am interested in both. Would there be any connec- 
tion between the fact that these men were laid off and the desire of the officials 
to make the headquarters at Montreal? | 

Mr. McGrecor: None whatever. 

Mr. Knicut: None whatever. I wanted to get that assurance. I under- 
stood in connection with some of these men moving from Winnipeg to Montreal 
that, they had assurance that they were not going to be laid off and that there 
would not be any lay-offs in that period. 

Mr. McGrecor: No such assurances are ever made to any employees of | 
T.C.A., but an assurance was given that there would be no functions transferred — 
from Winnipeg to Montreal other than the headquarters function that was trans- © 
ferred as of last October. j 

Mr. Knicut: By function you mean of the whole shop? 

Mr. McGregor: Any specific job requirement. 
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Mr. Knicut: In other words the functions remain there but fewer men 
were employed. . 

Mr. McGrecor: That is true both in Montreal and Winnipeg in respect to 
this engineering personnel who were draftsmen and junior engineers. 

Mr. Knicut: The next question I would like to ask is this: Is it correct 
that the company to farming out at the moment, giving out contracts for work 
to private companies in Winnipeg which work was originally, or could be 
performed in the company’s own shops. 

Mr. McGrecor: I think Mr. English could better answer that question 
when he is called, but I would say definitely no to that. 

The CuHairMaAn: Is Mr. English not here? 

Mr. McGrecor: Yes, he is here. 

The CuHairMan: Well, have him answer the question. 

Mr. Eneuisu: No, there is no function performed in Winnipeg sub-con- 
tracted to anybody outside the company at Winnipeg. At Montreal we have a sub- 
contracting arrangement on a small function in connection with magneto repairs, — 


a sub-contract with a magneto manufacturer because there are certain modi- 
fications involved and we got an agreed contract price on the job. It involves a 


function of six men. 


Mr. Knicur: Then there is no work being given out in Winnipeg that could 
be performed in the shops. 


Mr. Encuisy: No. 


Mr. Knieur: My information was—I do not mind giving you the name of 
the company—to the effect that the MacDonald Aircraft Company in Winnipeg 
was doing some of that work. Apparently that information was not correct. 

One other subject: what does the employee in this case do with regard 
to his pension rights? 


Mr. Encuisu: If the employee is laid off, he has the right to leave his pension 
contribution in the pension fund and if he is recalled to duty he starts in where 
he left off. In other words, he maintains his pension status. If he elects to 
withdraw his contribution from the fund when he again enters the employ of 
the company he starts over again. 


Mr. Knicutr: A man who has just been laid off under the present state of 
there not being such a lot of business for the company as there has been in times 
past is not very likely to be in a position to leave his contribution there. 


Mr. Enetisu: We have had layoffs before and I think I am quite correct 


in. saying that any laid off employee within the last two years, not within the 


past year, but within the last two years has ‘been given the chance of re-entering 


_ the employment of the company. 


ln 


Mr. Knicur: You mean when the employment is there. 
Mr. ENncuisu: Yes, when the employment is there. 


Mr. Knicut: My suggestion was if the company found it necessary to lay 
him off now that would be a proof of the fact that the work is not available and 
this man would be among the ranks of the unemployed. That is, if he is laid off, 


his money on deposit in the pension fund is not very much good to him. 


Mr. ENeuisu: We have a turnover of about 6 per cent, a normal turnover, 
and that means there are always vacancies coming up, and a man who has been 


_ employed by the company has the first right to re-employment, and in fact we 


recommend to anybody who is laid off that he leave his pension contribution in 


_ the pension fund. 
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Mr. Knicut: You would not, I presume, because it would not be any of 
your ‘business, have any knowledge of those seventy men who have been 
re-employed elsewhere. . 


Mr. Eneuisu: I would not have that information, no. 


_. Mr. McGrecor: I think it could be said that there has been a good deal of 
activity on the part of T.C.A. in an effort to provide for re-employment of those 
people. I know there are successful cases but I do not know all the particulars. 


Mr. Knicut: In order words, the company feels a certain responsibility, a 
moral responsibility in the matter? 


Mr. McGrecor: Yes. 


Mr. Knicut: I am very pleased to hear that. 

There is only a small thing left, I will take but one minute. I want to ask 
to what extent the difference in time, that is to say in places where you have 
fast time and in other places slow time and particularly, in the same province— — 
to what extent does that trouble or bother you? I know it troubles the railway 
employees tremendously. I was wondering if it means a cash consideration, if 
it means more staff, and more work in giving information. Railway employees 
say that practically every piece of information they give in our province of 
Saskatchewan has to be given practically twice; it practically doubles their 
work in as far as giving out that information is concerned. I wonder if that 
bothers you. 


Mr. McGrecor: It is quite a nuisance and it does actually increase the 
volume of work as it very nearly always requires that double information be 
given as to time of departure and arrival and so on and quite often a lengthy 
discussion breaks out as to whether it is an hour after or before the standard 
time which is being quoted. Flights are actually missed by passengers through 
the confusion that arises. The fact that our timetable is published in standard 
time, as it must be, certainly adds confusion to the administration of the air 
lines and it is an inconvenience to passengers, and certainly there is some cost 
but it would be difficult to measure. | 

Mr. Knicut: In other words, a uniform basis of time across the country 
would be of help to you? 

Mr. McGrecor: From the transportation standpoint it would ‘be a great 
boon. 

Mr. Murcu: I would like to ask this question: The president said a moment 
ago that about eighty had been laid off as between Winnipeg and Montreal. With 


respect to the engineering staff I wonder if Mr. English could say how many 
in each of the two places. 


Mr. EncuisuH: Approximately fifty per cent in each; but of that eighty some 
thirty found other employment in the company. 

Mr. Moutcu: Are you in a position to give this committee any idea as to the 
comparative numbers employed by T.C.A. in Winnipeg today and as of the time 
of the transfer to Montreal? 

Mr. McGrecor: I do not think I have that figure. I would think that 
today it would be probably in the order of one hundred and fifty less than as 
of October 1. | 

Mr. Mutcu: About a hundred and fifty have been moved? 

Mr. McGrecor: Yes. 


Mr. Murcu: So that the net gain in Winnipeg since then has been perhaps 
less than: ten? 
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Mr. McGrecor: Yes, that would be the normal expectancy inasmuch as we 
are just at the end of our low work load period which is the winter months. 

Mr. Murcx: I do not know whether it is a fair question or not, but is it 
anticipated that there will be any considerable additions to the staff in Winnipeg 
as a result of other changes? 

Mr. McGrucor: No, it is not anticipated. 

Mr. Mutcu: That is all. 

Mr. Drew: Mr. Chairman, is it Mr. McGregor or is it Mr. English we are 
dealing with at the moment? 

The Cuairman: They are both available and my suggestion is in dealing 
with the budget items we would take first the operating items and~that they 
would all be included by reference to the items on the first page of the 
memorandum which you alll have in front of you, which contains six headings: 
operating revenues, operating expenses, ete. 


TRAN S-CANADA AIR LINES 
1949 FINANCIAL RESULTS ComMPARED WITH 1949 Forecast anp 1950 FORECAST 


ALL SERVICES 


1949 Forecast* 1949 Actual 1950 Forecast}. 
Operating Revenues ............... $ 37,879,000 $ 36,746,356 ° $ 40,145,000 
Operatiie , MXPenses. tion) etioue se 40,017,000 | 40,288,744 40,782,000 
Operating Profit or (Loss) ........ (2,138,000) (3,542,388) (637,000) 
Miscellaneous Income—Net ........ Scape Cr. 13,739 144,000 
dnterestyom, Capital: aie hee.) 765,000 761,466 750,000 


Surplus or (Deficit)... 620 0. (2,903,000) (4,317,593) (1,243,000) 


*Includes forecast wage increases resulting from labour negotiations in late fall of 1948. 


Ineludes increased charges for full year of North Star operations as.compared with six 
months in 1948. c 


tExpense estimates in this column are based upon current wage scales. 


TRANS-CANADA AIR LINES 
1949 FINANCIAL RESULTS COMPARED WITH 1949 FORECAST AND 1950 FORECAST 


ATLANTIC SERVICES 


1949 Forecast* 1949 Actual 1950 Forecastt 
Operating Revenues. : 4.0.2.2... $ 11,124,000 $ 10,222,387 $ 9,555,000 
Operating, Bxpenses 265 hehe 13,008,000 12,714,826 10,587,000 
Operating Profit or (Loss) ........ (1,884,000) (2,492,439) (1,032,000) 
Miscellaneous Income—Net ........ aitee Cr. 114,929+ chen 
Interest (on rCapital 22206.) 74 300,000 290,781 232,000 
BURRS Mors ( Deter). 2,anee ak eek (2,184,000) (2,898,149) | (1,264,000) 


*Includes forecast wage increases resulting from labour negotiations in late fall of 1948. 
tExpense estimates in this column are based upon current wage scales. 
tReflects loss through devaluation of sterling amounting to $97,605. 
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‘TRANS-CANADA AIR LINES 
1949 FINANCIAL RESULTS COMPARED WITH 1949 ForECAST AND 1950. FORECAST 


NORTH ATLANTIC SERVICE 


1949 Forecast 1949 Actual 1950 Forecast 
Operating. Revenues ..........5..5. $ 10,033,000 $ 9,062,159 $ 7,991,000 
Operating Expenses .......5.00...+ ' 10,608,000 10,472,472 7,987,000 
Operating Profit or (Loss) ........ (575,000) (1,410,313) 4,000 
Miscellaneous Income—Net ........ ty Se Cr. 99,974 Meray" 
Pnterest: on Capital ai. 5’, ap elelasiveeiee 235,000 228,408 167,000 
Surplus or (Deficit) ...a Foied bee y's (810,000) (1,738,695) (163,000) 


TRANS-CANADA ATR LINES 
1949 FINANCIAL RESULTS COMPARED WITH 1949 FoRECAST AND 1950 FORECAST 


BERMUDA AND CARIBBEAN SERVICES 


1949 Forecast 1949 Actual 1950 Forecast 
Operating Revenues ............3. $ 1,091,000: $ 1,160,227 $ 1,564,000 
Operating Expenses ........5......- 2,400,000 2 047 Bodo, ws 2,600,000 
Operating Profit or (Loss) ........ (1,309,000) (1,082,126) (1,036,000) 
Miscellaneous Income—Net ....... sie * Cri 14;955 ee sake 
Tnpereston Capital: oases a nd 65,000 62,373 65,000 
Surplus or (Deficit) ..o.c hee ei. (1,374,000) (1,159,454) (1,101,000) 


TRANS-CANADA AIR LINES 
1949 FINANCIAL RESULTS COMPARED WITH 1949 FORECAST AND 1950 FoRECAST 


NORTH AMERICAN 


1949 Forecast* 1949 Actual 1950 Forecast} 
Operating Revenues  ...06 6 ee es $ 26,755,000 $ 26,523,969 $ 30,590,000 
Operating Expenses ............... 27,009,000 27,573,918 30,195,000 
Operating Profit or (Loss) ........ (254,000) (1,049,949) _ 395,000 
Miscellaneous Income—Net ........ we 101,190f 144,000 
intereston, Capital) .e.. 6.04800 ig 465,000 470,685 518,000 
Surplus iar (etter t) oi )eciis ok pega (719,000) (1,419,444) 21,000 


*Includes forecast wage increases resulting from labour negotiations in late fall of 1948. 


Includes increased charges for full year of North Star operations as compared with six 
months in 1948. 


+Expense estimates in this column are based upon current wage scales. 
tReflects profit through sale of U.S. funds after devaluation amounting to $42,473. 
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| Mr. McGrecor: Mr. Chairman, if I may make a comment, which may help 
to clear up that situation; I believe I will be in a position to answer questions 
regarding the company’s finances, and questions regarding the operations depart- 
ment should, of course, be directed to Mr. English who is vice-president in charge 
of that department. | | 

The CHairmMan: You can indicate as the questions come in those that Mr. 
English can answer, and those that he can answer, you just turn them over to 
him. The first item, for instance, is operating revenues. That will automatic- 
ally include operating revenues in the breakdown of the four different divisions, 
operating revenues 1949, forecast 1949, actual 1949, and 1950 forecast. 

Mr. Drew: Then, Mr. McGregor, in that first item I notice that you have 
an estimate of operating revenues of $40,145,000, which is an increase of over 
$2,000,000 above 1949, and in examining the breakdown of that, I find that there 
is an increase of nearly $4,000,000 in the operating revenues estimated in con- 
nection with the North American services and a drop of nearly $700,000 in the 
estimated revenues from the Atlantic services. What is the reason that you 
expect lower revenues from the Atlantic services? 

Mr. McGrecor: There are three conditions that have given us reason to 
believe that that will be the trend. One is the fact of the heavy competition on 
North Atlantic services on which there are eleven companies engaged, two other 
companies operating into Montreal, one for the first time and the second one 
very much more substantially than previously, so that we think that our share 
of the total travel will be somewhat less; secondly, we know that the rate recom- 
mending body for international travel, the international air transport association, 
is being influenced strongly by that competitive condition to adopt a policy 
toward reduction in fares particularly with respect to winter months, with the — 
result that this last winter for the first time there were two excursion fares in 
force, one at the rate of one fare and a third return on a sixty day travel basis, 
and the other at the rate of a fare and a tenth on a fifteen day travel basis, which 
has had the effect of reducing the realized revenue from any given amount of 
passenger travel; the third condition which we anticipate will affect our revenues 
on trans-Atlantic air travel is the steady increase in availability of shipping space 
as more and more ships are converted from war service to passenger accommo- 
dation to say nothing of new launchings, all of which gives strong weight to the 
expectancy that the revenue from air transportation in respect to any one com- 
pany is likely to decrease. 

Mr. Fraser: Well, then, Mr. Chairman, the double-deck planes are being 
advertised now quite extensively. Will that have a tendency to take more 
business away from you on account of more comfort and one thing and another? 

Mr. McGrecor: I do not think, from the standpoint of the aircraft itself, 
that it is likely to take anything away from us, but the frequency of service has 
gone up from three per week by B.O.A.C. Constellations last year to, I believe, 
three per week Constellation and two per week strato-cruisers, In other words, 
there are many more seats available and the individual who wants to travel on 
a certain day if he cannot get a seat in one air line will certainly go to the other 
and the more space that is made available by individual air lines usually means 
that they get that much more business. 

Mr. Drew: What are the two lines to which you refer? 

Mr. McGrecor: B.O.A.C. and K.L.M., the Dutch air lines. 

Mr. Drew: What number of flights will the K.L.M. be operating? 


Mr. McGrecor: I do not know what their plans for the summer are but I 
think at present they are operating two a week. 


Mr. Drew: What kind of aircraft are they operating into Montreal? 
Mr. McGrecor: Constellations. 
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Mr. Drew: Well, now, you spoke of the increased competition and the 
increase of availability of shipping space. I suppose that has been a progressive 


development? 


Mr. McGrecor: Yes. : 

Mr. Drew: Shipping has become more available since the war? 

Mr. MvGrecor: Yes, 

Mr. Drew: And also there has been increasing competition from lines on 
that service? 
Mr. McGrecor: Yes. 

Mr. Drew: That started when, about two years ago? 

Mr. McGrecor: Yes. 

“Mr. Drew: It has been progressively increasing right along? 

Mr. MoGrecor: Yes, and in addition there was a very noticeable volume of 
traffic in what may be regarded as ‘pent-up travel; people who had not seen 
their parents in the old country during the seven war years have gone over and 
visited them. It will probably be another seven years before they travel again. 

Mr. Drew: Has that been progressive for some time? Has that reached 
the saturation point? 

Mr. McGrecor: I would think, as you say, it has been progressive. It 
became noticeable last year in definite proportions. 

Mr. Drew: You are booked up for the summer months? 


Mr. McGrecor: As I mentioned earlier, the North Atlantic service has a 
tendency to be directional; at the present time most of the travel is eastward 
and later on in the season those passengers will be coming back and the bulk of 


the travel will be westward. 


Mr. Drew: In other words, you will have your heavy demand, until about 
the middle of July, going east, and then the heavy demand will swing the other 
way, coming west after that date; is that it? 

Mr. McGrecor: That is true, setting aside the special effect that we felt 
from the excursion services about which I spoke. 

Mr. Drew: Now, with regard to consideration of the revenue for the North 
American service; you have naturally an increase in that cost; is that based 
upon an extension of services or other factors? 

Mr. McGrecor: On two factors, one of which is that there will be an 
additional transcontinental service provided beginning on May 12th, there 


will be four transcontinental flights instead of the three flights per day each 


way as at present, and that is one flight each way per day additional to what we 

provided last year. The second thing is the past trend, in which we have no 

reason on suspect a reversal, and under which our passenger travel in 1949 

showed a 100 per cent increase over 1947 and a 25 per cent greater volume than 

in 1948. 
Mr. Drew: Well then, in that respect, you are anticipating additional 

aircraft? : 

Mr. McGrecor: No. 

Mr. Drew: Just using what you have? 

Mr. McGrecor: Yes, 


Mr. Drew: Then, I take it, that you are aware of any special orders that 
affect the operation of any part of the services, are you not? 


The CHarrMan: Would that not come under expense, Mr. Drew; would 
that not be a major expense item? Shall operating revenues carry? 


Carried. 
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Operating expenses: 

Mr. Drew: Well then, dealing with operating expenses; in connection with 
operating expenses, would any notices that affect the operation of the aircraft in 
relation to the general service come to your attention. | 

Mr. McGrecor: That would depend on their nature, Mr. Drew. 

Mr. Drew: I notice there is a $400,000 increase in the 1950 forecast; is that 
due to the fact that new flights are coming into operation; for instance, the one 
down to Bermuda and the Caribbean? 

Mr. McGrecor: No, that is anticipated revenue increase which we expect 
as people get more familiar with the service we operate through Tampa and to 
the Barbados and so on. 

The Cuarrman: Any time a member wishes to ask a question about any 
items on the following pages which relate to the item under discussion on this 
first page, they are at liberty to do so. 

Mr. Drew: Well now, in dealing with the services, Mr. McGregor, is Mr. 
English in a better position to speak in detail as to operation matters? © 

Mr. McGrecor: Yes, if it has directly to do with operation matters. 

Mr. Drew: Yes; well, operation is a factor of expense? 

Mr. McGrecor: Yes. 

Mr, Drew: Well, Mr. Chairman, so we shall not misunderstand each other, 
in dealing with these items shall we deal with these items one at a time? 

The Cuarrman: Any member of the committee may direct. any question he 
wishes pertaining to the item under discussion. 

Mr. Drew: I would not want to depart from the established order of pro- 
cedure. | 

The CuarrMan: Carry on, it is all right. 

Mr. Drew: Now, in regard to the operating expenses, what is the reason for 
the anticipated increase of $2,000,000 in operating expense? 

The CuHarrMan: That item is on one of the supplementary pages, but it 
would appear that the composite item of expense has not materially changed. . 

Mr. Drew: Oh, I am sorry, I was looking at another page on North 
American services. 

The CuarrmMan: If you want to refer the witness to North American ser- 
vices, that is all right. | 

Mr. Drew: Would you rather go through the Atlantic services first? 

The Cuairman: No, what we planned to do was this: any general item 
on the first page gives you the opportunity to ask any question you may wish 
to which relates to that item on the other pages. 

Mr. Drew: Well then, in that part of the estimates which relate to the 
North American services you list there operating expenses for 1950 of $30,195,000 
as compared to the $27,573,918 for 1949; what is the reason for that increase in j 
operating expense in connection with the North American services? 

Mr. EneuisH: Increased services. We are operating about a 35 per cent 
increased service in 1950 as compared to 1949. Air traffic operating costs go up, 
for instance you have to buy more gasoline and oil—that is a major item in the 
increase—then there are also landing fees which go up with the increased pas- 
senger services; there is also a slight increase in payroll expense on the North 
American service which is offset by a substantial decrease on the overseas 
service. 

Mr. Drew: Then you are operating the same number of aircraft? 


Mr. Encuisu: Yes, but we are getting greater utilization of them. 
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Mr. Drew: That is forty-two aircraft that you have in operation? 
Mr. EneuisH: No, forty-seven. , 
Mr. Drew: Forty-seven, is it? 

Mr. EncusH: Yes; twenty North Stars and twenty-seven D.C. 3’s. 
Mr. Drew: Is that the same number as you had last year? 

Mr. ENcuisu: Yes. 

Mr. Drew: So you will be using the same number of men? 

Mr. EncuisH: Doing the same work with them. 

Mr. Drew: There will be some additional expense there? 

Mr. ENncuisu: Yes. | 
Mr. Drew: Now, Mr. English, in that respect, as you are dealing with the 


question of operating expenses in connection with various aircraft which you 
are using, do any notices about the method of operation come to your attention? 
Mr. EneuisH: Well, not all notices, not routine notices affecting a depart- 
ment, they are not brought to my attention. 

Mr. Drew: I mean any notices that would affect the flight of aircraft; 
would they come to your attention? 

Mr. Encuisu: Not necessarily, but I should know if it is something out of 
the ordinary, that would be brought to my attention. 

Mr. Drew: You were here while we were discussing the matter and you 
heard the discussion which took place. Mr. Seagrim is Director of Operations 
and Mr. Bain is Director of Engineering Services. In connection with that would 
they forward as a matter of routine notices to you of any directions which 
they gave? ; , 

Mr. Encuisu: Yes, but not necessarily before they were issued. 
Mr. Drew: No, I see what you mean, but when they were issued? 
Mr. EncuisH: I see all such notices. ; 

Mr. Drew: You would be quite aware of them? 

Mr. EncuisH: Yes. 

Mr. Drew: Now, in connection with the operation of the North Stars, what 
is the average speed of the aircraft on flight? 


Mr. Encuisu: We are scheduling our ships at 230, that is conservative. 
What I mean there is this, our cruising time varies, it is all the way from 245 
to 260, and our flights are based on take-off and touchdown time and on an 
instrument approach to each airport. 


Mr. Drew: But your base flight speed is 230 miles an hour? 
Mr. ENncuisH: Yes, ! 


Mr. Drew: Is that lower than you have flown at times? Are you reducing 
_the speed at which you are operating on these flights? 


Mr. Encuisu: Recently, slightly, yes; we have reduced our cruise horse- 


- power from 1,000 to 900. 


Mr. Drew: What is the reason for that? 

Mr. ENeuisH: We figure it is going to help reduce our maintenance costs. 

Mr. Drew: And instructions were given to all flight captains in that 
regard? 

Mr. EneutsH: Oh yes, definitely. 

_ Mr. Drew: You saw those instructions, did you? 
Mr. Ena.isH: Yes. 
Mr. Drew: In that respect it has been the practice in the past to fly with 


the indicators at the F.S. mark; is that right? 
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Mr. EncuisH: Yes. | Pate eo a ie Fens 

Mr. Drew: And the F.S. mark is the mark which brings into operation the 
supercharger, isn’t it? 

Mr. EncuisH: Yes. 


Mr. Drew: And you have, I think, until quite recently operated your air- 
craft a little over or at the F.S. mark? 


Mr. EnGuisH: Yes. 


Mr. Drew: And instructions were given to flight captains that they were 
to operate them under the F.S. mark? 


Mr. EnciisH: We are going up to the F.S. mark again. 
Mr. Drew: You are at the present time at the F.S. mark? 
Mr. ENciisH: Yes. 


Mr. Drew: And you are aware of the reasons given the flight captains to 
Keep at the F.S. mark? 


Mr. Encuisu: Yes. 

Mr. Drew: And the reason for that was given out in a letter which was 
about the burning out of the bearings; is not that right? 

Mr. ENcuisH: Yes. | hs 

Mr. Drew: You did have considerable trouble in the burning out of bear- 
ings in the Merlin engines? : 

‘Mr. EncuisH: Yes. 

Mr. Drew: And that order has been in effect for what, five months? 

Mr. Eneuisu: Four months, I think it is. ek 

— Mr. Drew: Who gave the instructions to the flight captains that until further 


notice they were not under any circumstances to operate the aircraft above 
the F.S. mark? 


Mr. Eneuisu: Under any circumstances, did you say? 
Mr. Drew: I assume that would be what it was. 
Mr. Eneuisu: In normal operation? 


Mr. Drew: In normal flight they were not to place the indicator at the 
FS. mark? 


Mr. Encuisu: Yes. | 
Mr. Drew: That, of course, means that the engine was not operating at 
the maximum efficiency? : 


Mr. EneuisuH: No, it was found that we could reduce our maintenance 
costs by adopting a different operating speed. It had nothing to do with the 
safety of the operation of the aircraft. ? 


Mr. Drew: Perhaps not the flight operation, but is it not so that this order 
followed out an earlier order issued by Mr. Seagrim which expressed concern 
about the failure of North Star engines; it was issued last spring, and it pointed 
out to pilots that in no case was the indicator to be set above the FS. mark. 
You recall that, or don’t you? 


Mr. ENGuisH: Yes. | 
Mr. Drew: Have you got a copy of that with you? 
Mr. ENaGuisH: No. | 

Mr. Drew: Do you recall the contents of that order? 
Mr. Encuisu: No, not word for word. 


Mr. Drew: But you do recall that that order directed the flight captains 
to be extremely careful in their flight times, and it particularly expressed concern 


‘ 
: 
q 
4 


ig 


RAILWAYS AND SHIPPING 513 


om 


at the number of engine failures, and then went on to advise all flight 


captains to arrange their flying plans 80 as to avoid too great a strain on their 
engines? 


Mr. EncuisH: No, I think that assumption is too far-fetched. | 


Mr. Drew: I am not speaking about assumptions, I am speaking about 
what the order contained? 


Mr. EnceuisuH: Any order that we > put out—any order put out to a flight 
crew is naturally on the conservative side. We had no concern regarding the 
operation or the safety of the operation. 


Mr. Drew: I am talking about the actual instruction that was given. Would 
you have any order of that kind in your possession? 


Mr. EncuisuH: Yes, but I would not have a copy here. 


Mr. Drew: You recall the order issued to flight captains on February 14th 
of last year with regard to watching their flight operations? 


Mr. EncuisH: It has been brought to my attention. 


_Mr. Drew: I believe it starts ‘We have been concerned over the number 
of failures on the North Star engine’. 


Mr. ENNGuisH: Yes, but we get out orders of that kind every day—not every 
day, but often. Recently we were concerned about the way our tires were stand- 
ing up and we put out an order to the effect that maintenance crews should 
watch the tires very closely when they were on the ground checks. That order 
was not referred to me before it was sent out; it was a matter of concern but 
not alarm. It is a routine order issued by a branch of the operations depart- 
ment because of a certain condition which existed at the time. If it had been a 
matter of alarm it would have been brought to my attention before being issued 
but it was issued as a matter of routine. When it became subject to a certain 
amount of attention recently I asked for it. 


Mr. Drew: You asked for it? 
Mr. ENcutsu: Yes. 


Mr. Drew: And it was in accordance with the statements made in regard 
to it? 


The CHAIRMAN: What statements? 


‘Mr. Drew: Mr. English said his attention was drawn to this and he saw 
the order. 


Mi Rh NGLISH: Yes: 


Mr. Drew: If you saw the order do you recall that the closing paragraph 
said: “In the meantime, it is desired that you adopt a relatively conservative 
outlook with respect to flight on three engines, having in mind the weather, 
availability of usable airports on the route, etc.” 


Mr. EneuisH: Yes, but we do not fly aircraft on three engines—only in 
ferrying them from one point. to another. We have a valuable piece of equip- 
ment and it was just a warning to captains that if it was necessary to ferry 
an aircraft from one point to another on three engines they should exercise 
particular care. 


Mr. McGrecor: I should point out that Mr. English is using an air line 
term when he says “ferry”. Ferrying means flying an aircraft on a non-pay load 
flight—without any pay load. 

Mr. Drew: That was the order issued to all flight captains in respect of 
operations? 


Mr. Encuisy: Yes. 
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Mr. Drew: The other order I referred to, the more recent one which is still 
in effect is one issued to flight captains on their regular operations? 

Mr. Eneutsu: That is right. | 

Mr. Drew: It is still in effect? : 

Mr. Eneuisu: No. I might mention, Mr. Drew, just to be clear, that the 
first order has to do with ferrying aircraft and not operating aircraft with a 
revenue load; that is moving an empty aircraft. | 

Mr. Drew: Which order are you referring to? 

Mr. Encuisu: The first order—the one in February. 

Mr. Drew: The last one is in regard to all operations? 

Mr. Eneuisu: All operations, yes sir. 

Mr. Drew: Well, in that respect, Mr. English, have you had consultations 
with the representatives of the pilots’ organization in regard to the problems of 
their engine operation? : 

Mr. EneuisH: No. 

Mr. Drew: You have not? 

Mr. Encuisu: No. 

Mr. Drew: Who would have discussions of that kind? : 
Mr. EneiisH: We have discussions with individual representatives but 
not with the pilots’ organization. 

Mr. Drew: Have you had discussions with the pilots in regard to that 
matter? Have you obtained opinions from them in regard to this problem? 

Mr. EneuisH: In regard to which problem? | 

Mr. Drew: About this difficulty they are having in connection with the 
burning out of bearings? 

Mr. Encuisu: That is nothing much. As I said before that was an endeav- 
our on our part to reduce our maintenance costs. We found our maintenance 
costs were high; we found these bearings were burning out and we had to 
replace them more frequently than we should have. It was not an operational 
problem. I doubt if the pilots would know the reason for it; they just got the 
instruction. 3 

Mr. Drew: But a reason was given to the pilots? 

Mr. Eneuisu: Yes, but the reason behind the order they were working 
on-— | 

Mr. Drew: Have you had any discussions as to the desirability or otherwise 
of any review of your position in connection with the type of engines to be used 
In any of your aircraft? 

Mr. Eneuisu: Well, we are studying all the time. We get information on 
every new type of engine and every new type of aircraft. We are constantly 
reviewing it—we are constantly visiting the manufacturers and we receive 
visits from them. 


Mr. Drew: Have you received recommendations from individuals or 
otherwise in connection with the adoption of any particular kind of engine? 


Mr. Encuisyu: No. | 
Mr. Drew: At no time? 

Mr. Encuisu: No; except of course from the manufacturers. 

Mr. Drew: From the what? 


Mr. Eneuisu: From the manufacturers. We have lots of recommendations 
from them. 
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Mr. Drew: I don’t doubt that. You have explored those hive ane 

Mr. Encuisu: Oh, yes. 

Mr. Drew: Were you called upon to vet any opinion about the model that 
has been discussed here—described as prop-jet in which a.Pratt and Whitney 
engine has been installed? 

Mr. Encuisu: No sir. 

Mr. Drew: That was not discussed with you? 

Mr. EncuisH: No, sir. 

Mr. Drew: Have you seen that aircraft? 

Mr. EneuisH: No, sir. It has not been seen yet by— 

Mr. Drew: You yourself have not seen it? 

Mr. Eneuisu: I do not think that anyone in T.C.A. has. 

Mr. Drew: They did not make any inquiries from you as to your knowledge 
of that type of aircraft? Do you recall the time you made a conversion of three 
of your aircraft when you changed from Wright Manes nat to Pratt and 
Whitneys? 

Mr. EneuisH: No, sir; we did not change anything, we sold the aircraft 
which had the Whirlwind engines. 

Mr. Drew: You got rid of the whole aircraft? 

Mr. Encuisu: We got rid of the aircraft, and bought others. 

Mr. Drew: You bought other ones with Pratt and Whitney engines? 

Mr. Enauisu: Yes, we wanted to standardize to that one type. 

Right Hon. Mr. Hows: Is it not true that you took over a route from 
C.P.A. and, as part of the agreement, you took over three aircraft with Whirl- 
wind engines? 

Mr. EneuisH: No, we wanted additional aircraft immediately Pluie 
the war and we could not get DC-3’s with the Pratt and Whitney engines but we 


could get them with the Wright Whirlwind so we took them as a temporary 
measure. When we were able to get DC-3’s with the Pratt and Whitney we 


sold the DC-3’s with the Wrights. 
Mr. Drew: Have you found the Pratt and Whitneys on the DC-3’s with 
the Pratt and Whitney engines to be satistactory f 

Mr. EnauisH: Yes, sir. 

Mr. Drew: In view of the fact you are in charge of operations and that 
both the director of engineering and maintenance, as well as the director of 
operations come under your authority, have you considered the question at 
any time of possible conversion of those aircraft to other types of engines? 

Mr. EneuisH: No, sir; we have not found it necessary to do that. The 
aircraft is doing a good job for.us. 

Mr. Drew: You have not had any discussions along that line? 

Mr. Eneuisu: No, sir. | ? 

Mr. Drew: And in the case of these various engines in which you are 
interested have you made any inquiries at any time as to how they could be 
used in the aircraft you have? 

Mr. EneuisH: None of them could be used without major changes in the 
aircraft. You are referring to the prop jet engine, or jet engines? 

Mr. Drew: I am referring to any alternate engine. 

Mr. EneuisH: There are no other engines which might be used except 
the Pratt and Whitney R-2800. 2 
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Mr. Drew: Have you made inquiries though, in regard to them? 

Mr. ENcuisH: As to whether it could be used? : | 

Mr. Drew: Yes. | : Date 

Mr. EneiisH: Not as to whether it could be utilized in our aircraft, but 

we know the engine very well. 

Mr. Drew: The M-2800? 

Mr. EneuisH: The R-2800, yes. 

Mr. Drew: Yes—that is not the engine in the DC-3? 

Mr. Encuisu: No, it is the R-1830 in the DC-3—the smaller one. 

Mr. Drew: What is the nature of the inquiries you have made? 

Mr. Eneuisu: Oh, performance data and about the experience the United 
States operators have had. It is the engine that is, largely, in the DC-6’s. 

Mr. Drew: Is that the engine in the Constellation? 

Mr. Eneiisu: No, the Constellation has a Wright 3350. 

Mr. Drew: Which engine does the Boeing Stratocruiser have? 

Mr. Encuisu: It has a Pratt and Whitney R4360—a larger engine again. 

Mr. Drew: Is the frame of the North Star similar to the DC-6? 

Mr. Eneuisu: Except in size—it is 80 inches shorter than the DC-6. 

Mr. Drew: The aircraft is? 

Mr. EneuisH: The aircraft, yes. 

Mr. Drew: But otherwise similar in structure? 

Mr. EncuisH: Similar in structure, yes. 

Mr. Drew: No major modification would be required on the North Star 
to adopt the R-2800? 

Mr. Encuisu: The R-2800 is too big for the North Star. The aircraft you 
have been mentioning, and which I have not seen, but which I have heard about 


in press reports, is a larger aircraft than the North Star—it is 40 inches larger 
than the North Star. 


Mr. Drew: Wider wings? 


Mr. Enexisu: No. I think that the wing is the same, but I would not 
be sure because I have not seen the specifications. i 


Mr. Pountor: A longer fuselage? 


Mr. EneutsH: A longer fuselage, and the pick-up points for the engine 
- would be different. 


Mr. Povunior: Do you think there is something wrong with the fact that 
the fuselage of your aeroplane is shorter than that of the other? 


Mr. Eneuisu: No, sir, because the aeroplane was built for the use which 
we wanted to make of it. 


Mr. Poutsor: Yes, but you realize I ask the question for the benefit of 
the committee. 


Mr. Drew: Mr. English, just so that we will know who is responsible for 
the different duties, does the question of free passages come within your control? 


Mr. EneutsH: No, sir. 
Mr. Drew: Under whose control is that? 
Mr. Eneuisu: That comes directly under the president. 


Mr. Drew: Have you had an opportunity to examine the other aircraft 
services with which you are competing? ; 


Mr. EnauisH: Yes, sir. 
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_ Mr. Drew: Have you had an opportunity to examine the operation of 
Hastern Air Lines? ) | 

__ Mr. Eneuisu: Not. recently—I have flown over it and I guess the last 
flight was about a year ago. : 

Mr. Drew: Of K.L.M.? 

Mr. Eneuisy: Yes. — 

Mr. Drew: Pan American? 

Mr. EneuisH: Yes, I flew Pan American the other day. 

; Mr. Drew: In the case of K.L.M. do you know the number of aircraft they 
operate? 

Mr. EneuisH: No, I do not. 

Mr. Drew: You: have not any detailed information in regard to the 
organization of their company? | 
aa EncouisH: No, no. I know their organization in a general way but that 
is all. 

Mr. Drew: I am only thinking of the fact that possibly there might be 
some question of comparison that might be helpful in examining the operations 
of these competing organizations? 

Mr. Eneuisu: I might put it this way. We have a very definite knowledge 
of the operations of the air lines in the United States—the domestic operators 
such as United, Northwest, American. We are particularly close to them. We 
have a good working knowledge B.O.A.C. but we have not had the same oppor- 
tunity of examination of K.L.M. and Pan American. It costs money to send 
people there—to spend some time in Holland or down in Miami. You cannot 
learn very much in a casual visit of a day or two. 

Mr. Drew: You have the advantage of having some men who actually 
served with K.L.M. have you not? 

Mr. EneuisH: With K.L.M.? 

Mr. Drew: You had some men who returned to Canada after working 
with K.L.M.? 

Mr. Eneuistt: Oh, yes; one or two pilots. 

Mr. Drew: Yes. 3 

Mr. ENcuisH: Yes, but no one who has served with them in a supervisory or 
official capacity. , . 

_ Mr. Mutcu: They have some men who were trained by you? 
_ Mr. Encutsn: Yes, we selected quite a number of pilots for K.L.M. four or 
five years ago. The majority have since come back. 

The Cuairman: Are there any further questions on operating expense? 

Mr. Carrer: May I ask one or two questions. I suppose this is the right — 
place—I am never quite sure where the right place to ask questions is. I should | 
like to know whether any consideration has been given to a direct flight, let us 
say, once a week or so, between Montreal and Gander with a North Star? 

Mr. McGrecor: You mean as a schedule flight? 

Mr. Carter: Yes. 

Mr. McGrecor: No, because so many of our trans-atlantic flights fly between 
Montreal and Gander non-stop it would be rather inefficient to put on a separate 
schedule flight between Montreal and Gander which would parallel the lightly- 
loaded leg, so far as available weight-space is concerned, on the trans-atlantic 
services. 

Mr. Carter: The reason I asked the question was that I have heard rumours 
that such was the case. Now, in the case of passengers who are grounded because 

59879—4 


y 
518 SESSIONAL COMMITTEE — 


of bad weather, it sometimes happens that a flight is cancelled. Perhaps I might 
explain my own experience. About two weeks ago I was en route to Gander 
and we got as far as Sydney when we were erounded because of bad weather. 
We expected to get away next morning, and the next morning the weather turned 
out good and we could fly. Flights were going through, but we could not fly 
because our plane had gone back and our flight was cancelled. I wonder if it was 
because you did not have sufficient planes in your pool at Sydney or Moncton, 
wherever it is, that would look after an emergency flight such as that? 

My. Fraser: You did not have enough pull. 

Mr. McCrecor: If a flight is seriously delayed through bad weather, 
whether or not it is necessary to hold an aircraft, or to carry on a flight depends 
on a number of factors such as the available space in the succeeding flight, and 
the demand on the aircraft to return to its normal schedule operations. But as 
spring advances, the availability of the air lines’ aircraft which are standing 
by waiting for such conditions to arise decreases as the total utilization of the 
available fleet increases. It may be a matter of interest to you to know that 
T.C.A. this summer will be operating at the highest aircraft utilization that it 
has as yet attained. | 

Mr. Carrer: But is there no serious consideration given in the matter of 
first come, first served? Because what annoyed us, I think, the most on that 
trip was that people we left behind us arrived a day ahead of us; and it might 
well happen that they could arrive a week ahead of us. 


Mr. McGrecor: The regulation is that the delayed passenger has the first 
claim on available space in a succeeding flight, but he has no right to displace 
a passenger who is travelling on a routine basis. 

Mr. Carter: Would it not be feasible for you to maintain an extra plane 
based at Sydney or Moncton to look after people in that kind of an emergency? 

Mr. McGrecor: It would be feasible but very expensive. Spring, as you 


probably know, in the Maritimes is a period of most unsatisfactory flying 


weather. 


Mr. Carrer: And it would not be feasible then, let us say, when you have a 
situation where there are fifteen grounded passengers at Sydney, to put on a 
larger plane from Montreal and to make additional seats available? 


Mr. McGrecor: No, because none of the handling equipment at intermediate 
points would be of the type used by the larger aircraft. That objection would 
not apply to Sydney because Sydney is used to handling the North Star aircraft, 
and it has the required equipment there. 


Mr. Carrer: But would it not be fair if, knowing there were a number of 
passengers who had been grounded for, let us say, twenty-five to thirty-six 
hours—would it not be fair not to take on passengers in order to give those 
stranded passengers a chance to get out? 


Mr. McGrecor: That would be entirely fair and it is the practice followed; | 


but succeeding flights have probably been booked to passenger capacity for, let 
‘us say, a week to two weeks; and if there are other delayed passengers to be 
picked up, passengers would not be put on at Montreal. But those passengers 
in the succeeding aircraft would probably have been holding their space for 
anywhere from a week to ten days. 


Mr. Carrer: But would not the same be true with respect to the passengers — 


who were grounded? They would have been holding their space, let us say, for 
months? 

Mr. McGrecor: That is possible; the decision must always be to minimize 
the passenger inconvenience. As soon as one flight irregularity is allowed to 
produce another, you snowball the number of inconvenienced passengers. It is 
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a well established axiom of air line operation, if you have had the bad luck to 
inconvenience a group of passengers, it is better not to allow the thing to become 
cumulative throughout the whole system, which is something that can very 
easily happen. 
Mr. Carter: You would rather have 20 passengers annoyed than to have a 
larger number? 
_ Mr. McGrecor: That is very much the case. 


Mr. Mort: Take, for instance, between Toronto and Ottawa. Do you mean 
_ to say that you book that traffic between Toronto and Ottawa a week or two 
weeks ahead for each day, when it only takes six hours to make the run by train? 


‘Mr. McGrecor: It varies tremendously with the pressure on the air line. 
When space is tight, we get bookings further and further ahead. But when space 
is readily available and that fact becomes known, then reservations are made 
much closer to flight time. 3 : | 
. Mr. Morr: I came in on a plane three hours late in the night and we thought 
_ that we would be able to leave by seven o’clock the next morning. But then I 
was called and told there was a low ceiling, and that I could not expect to get 
away until 9.25 I wanted to go to Vancouver. That would mean that the air 
line was booked up on every flight and on every plane until 9.25 at night. 
Mr. McGrecor: When was this? | 


Mr. Morr: Two or three months ago. I had to come back to Montreal in 


order to get here as a member of parliament. Otherwise I would have missed a 


out. 


; Mr. McGrecor: Some flights seem to fit in with the requirements of the 

travelling public much better than others, and those flights become fully 

booked forty-eight to seventy-six hours ahead. : 

Mr. Morr: I thought there would be some leeway in the case of one going 

that far on a T-C.A. trip and going right straight through. I would not have 

_ thought that one had to wait until 9.25 at night. I do not know how many trips 
_ there are from Toronto to Ottawa in a day. How many are there? 


Mr. McGrecor: Now there are four a day. 


Mr. Mort: Four a day. That means you have four trips leaving. There 
_ were only two of us who had to come through; still those trips were loaded 
right up. 

Mr. Mutcu: If a man coming from Vancouver or Winnipeg bumps a 
passenger from a full plane at Toronto, he might be bumping somebody who was 
- making a connection in Montreal for a flight overseas. 

Mr. McGrecor: Yes, and the principle which I outlined a moment ago 

applies. The delayed passenger or the connecting passenger has first call on any 

_ available space, on a succeeding flight; but he has not got the right to displace a 

_ passenger who has reserved his seat in a legitimate way from an intermediate 
departing point. 

Mr. Morr: If you buy a ticket from Vancouver to Ottawa, you may get 
there and you may not. But you are sure of getting to Toronto. I will admit 
that; but otherwise, I mean within twenty-four hours or twelve hours from 
Toronto to Ottawa. 


es i 


: Mr. Murcu: If you must make a connection for which you are booked, you 
have the next available space from Toronto. 

Mr. Mort: Oh, yes. But I thought there should be something available for 
_ passengers coming through. I thought that on those trips leaving, there would 
_ be some available space for them. | | 
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Mr. McGrecor: There would be available space on the flight with which 
you were supposed to connect, but due to being delayed, you did: not make it, 

Mr. Mort: Yes. 

Mr. Carter:, As to the snow-balling of a lot of discontented people, I cannot 
see any snow-balling. If, for example, you have got twelve passengers at Sydney 
who have been grounded for from twenty-four to thirty-six hours, then you 
have got twelve discontented people; so, if in order to make space for those 
people you did not take on board twelve people at Montreal or wherever the 
last terminal is, then you would still only have twelve people. You would not 
be snow-balling them. 

Mr. McGrecor: That is exactly correct and that is what I said: that we 
would not take them on knowing there were delayed passengers along the line. 
But if they already held reservations, and those reservations were arbitrarily 
cancelled, then those people would in turn become discontented. 

Mr. Morr: At how many fields have you got electrical landing equipment 
in operation? Is that equipment in operation at the fields right across Canada? 

Mr. McGrecor: No. But it is on all the principal fields with the exception 
of Patricia Bay in Victoria. 2 

Mr. Morr: You mean in use? 

Mr. McGrecor: Yes. Hi 

Mr. Morr: And it is found to be satisfactory? 

Mr. McGrecor: Yes, excellent. 

The CuarrMAN: Are there any further questions? 

Mr. Carter: How many planes are kept in reserve either at Moncton or 
Sydney, roughly, or kept in reserve to meet this kind of emergency, and what 
extra expense would this incur, approximately? 

Mr. McGrecor: What was the second part of your question? 

Mr. Carter: I asked about the expenses of keeping an extra plane to meet 
that kind of emergency, and I asked how many planes are now kept based at 
Moncton or Sydney to take care of that kind of situation, and I asked what it 
cost per plane to do it. : | 

Mr. McGrecor: The cost per plane is not only the cost of keeping it there; 
it includes the loss of the revenue which that could have otherwise earned. The 
reserve aircraft coverage during the year in the eastern region will vary between 
one and three aircraft depending on the number of schedules being flown. 

Mr. Carrer: You have no figures to show approximately what the three 
aircraft would cost in order to perform that service? 

The CHAIRMAN: You would have to keep air crews as well. 

Mr. McGrecor: Yes, crews on call. 

The CHAIRMAN: Are there any further questions? 

Mr. McLure: How many feeder lines are there into T.C.A. across Canada? 

Mr. McGrecor: You mean other than the T.C.A.? 

Mr. McLure: Yes; for instance, Maritime Central Airways is one of your 
feeder lines? 

Mr. McGrecor: I should think they would be in the order of twenty to 
twenty-five across the country, and I mean feeder lines as distinct from air lines. 

Mr. McLure: Feeder air lines? 

Mr. McGrecor: I do not mean separate companies, necessarily. 

Mr. McLure: No, no. And another question: do you know of any of these 


feeder lines which are operating which have deficits, and do you know who pays ~ 
their deficits? a 


ee, 
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Mr. McGrecor: I know of one that has a deficit, and I think they are 
wondering who is going to pay it. | | 
Mr. McLure: It is not the Maritime Central Airway? 
Mr. Fraser: I would like to ask a question similar to that of Mr. Carter’s, 
regarding grounded passengers. Do such grounded passengers have their hotel 
bills, meals et cetera paid while they are grounded like that? 


Mr. McGrecor: If they are passengers on the air lines and their trip has 
commenced and is not completed, the air lines pay. 


Mr. Fraser: And you would continue to pay that until you got a passage 
for them? — 


Mr. McGregor: That is right. We would also pay their transportation 
from the airfield to the city and back again. 
Mr. Fraser: Even if you had to, you would put them on a train? 
Mr. McGrecor: That is right. | ane | 
_ Mr. Drew: I would like to revert to the questions I was asking Mr. English 
in connection with the consideration of any other type of engine. As I understand 


it, Mr. English, the North Stars as operated by the R.C.A.F. and by the Trans- 
Canada Air Lines are in all substantial respects the same? 


Mr. Encuisu: As far as the power plant is concerned, do you mean? 
Mr. Drew: The what? 

Mr. ENncuisH: The power plant? 

Mr. Drew: And the design? 

Mr. EncuisH: The R.C.A.F. aircraft are not pressurized. 

Mr. Drew: But outside of that? The wings are the same? 


Mr. Eneuisu: The propellers are different. There are quite a number of 
differences of that description. , 


Mr. Drew: But the same wings, the same fuselage and other details? 


Mr. EncuisH: Yes; the undercarriage may be different, I am not sure of 
that. 


Mr. Drew: I am thinking of the main structure, it is the same in both 
cases, as I understand it? 

Mr. EncuisH: Yes. 

Mr. Drew: The reason I asked that question is that in a statement handed 
to the press on March 22nd last the Minister of National Defence made this 


, statement: 


Since the British Merlin engine is used in the North Star and in 
order to provide against any serious interruption of supply of engines 
or parts from England during a period of war the R.C.A.F. has felt 
it should have on hand a well tested conversion of the North Star trans- 
port in which engines manufactured on this continent can be used. This % 
new aircraft has been built to test such an engine conversion. 


That is the end of the quotation. It was referring, I know, to the R-2-800 


engines. Have you any comment to make on that? 
Right Hon. Mr. Howe: The comment as made is wrong. The particular 


aircraft does not exist at the moment. The order for it was only placed two 


or three months ago. 
Mr. Drew: The order, Mr. Howe, I understand, was placed in December 


of 1948. 


Right Hon. Mr. Howse: I thought it was December of 1949. 
Mr. Drew: No, your answer in the House was December 1948. 
Right Hon. Mr. Howe: Well, I do not know. I was down there a while ago 


_ but the plane was not visible. It is being fabricated in sections, I would assume. 
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_. Mr, Drew: Are. they importing parts for them? Che 
Right Hon. Mr. Howse: It is a new plane, not a modification of an existing 
plane. It is being purchased to replace a plane that was burned in Sydney some 
years ago. It is not a modification of an existing plane. 


Mr, Drew: Well, I do not want to raise any issue between yourself and — 


another minister, but the statement I just read says that that aircraft is a modi- 
fication of the highly successful North Star transport now in service. 

Right Hon. Mr. Hows: It is being built to a modified design; that is what it 
says in the statement. : 

Mr. Drew: I can only go back to the statement. 
.' Right Hon. Mr. Hows: This design will show the way, but it is not a 


modification of an existing plane. It is:the building of a new plane on modified ~ 


dimensions. | 

Mr. Drew: Well, then, Mr. Chairman, if I may return to Mr. McGregor’s 
answer. I just want to check on that point. Now, Mr. McGregor, in connection 
with the expenses, one of the things that enters into that, of course, is the 
question of passages. How many free passages were there on Trans-Canada 
last year? : | | 

Mr. McGrecor: I have not that information here. 


The CHatrMaNn: The figure was given previously. 


* 


Mr. McGrecor: I gave a figure as to the number of passes that were in- 


existence at a previous meeting. 

Mr. Drew: I am not talking about passes. Is it not correct that special 
free passages are given to different people from time to time who are not covered 
by passes, different from passages which are not covered by passes? - 

Mr. McGreeor: Are you referring to T.C.A. personnel? 

Mr. Drew: Or others. 


Mr. McGrecor: Occasionally charged transportation is given to individuals 
who are engaged in the investigation of air lines operations and so on; they are 
charged to public relations where they are given as such. 


Mr. Drew: Well, it is only a case of just checking the general arrange- — 


ments. 


Mr. McGrecor: What I was conveying, Mr. Drew, in answer to your ques- 
tion, is that any information that is available we will be very glad to have you 
have. I do not think we have a record of the number of times an issued annual 
pass may have been used. 


Mr. Drew: Well, I am not limiting it to annual passes. It is a sort of 
- question that does naturally arise in connection with operations. I had in mind 
free passages that you arranged either for members of your staff or their fami- 
lies. Have you a record of that? 

Mr. McGrecor: I doubt if we have it here. It could be produced. 

Mr. Drew: Well, then, will you produce that? In that I would like broken 
down the different categories of free passages which were issued to officials, 
employees, members of their families, or any others during 1949, and in relat- 


ing it to 1949 it will then give us a basis to understand the relationship that 
it has to the whole passenger service. 


Mr. McGreecor: I do not think it will, Mr. Drew, because, you see, when 


transportation is given to company employees or their dependents, it is given % 
on what is known as a space-available basis, which means they only travel ifa 
seat is going to go empty in the aircraft, so that will not bear very much of a 


relationship to paid passenger travel. 


: 
: 
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_ Mr. Fraspr: Do you give passes over T.C.A. to Pan-American Airways 


an officials? 


Mr. McGrecor: No. 
_ Mr. Fraser: You do not give them? | . 
Mr. McGrecor: A number of American air lines tried to give passes over 
their lines but we declined them because we do not extend the same privilege in 
TOLUPI Ss! 3) Rh 
Mr. Drew: In relation to these figures that are included in that overall 
figure we now have under consideration, you have given an explanation of the 
reason that there is an anticipated reduction. One of the reasons that you 
gave was the increase in competition and the existence of new lines. Do you 
think that the existence of planes with such additional facilities as sleeper 
accommodation and other conveniences of that kind will have a bearing on the 
number of passengers that will take one service or another. 
Mr. McGrecor: I doubt it very,much, Mr. Drew. There is a surcharge in 
effect for sleeping accommodation at the present time and the amount of that 


‘surcharge is subject to discussion in TAP A. 


Mr, Drew: It is $25, I think. 


Mr. McGrecor: It is $25 at the present time due to the fact that there exists 
what is known as an open rate situation. $45 was recommended at an LA.T.A. 


forced to land at Moncton. Certain facilities were not available there, which 
forced it to double back on its tracks and go back to another airport to comply 
with the various regulations, to clear its passengers and refuel. I understand 
that quite recently an aircraft of one of the competing lines landed at Halifax 
instead of carrying its flight right through and was not able to clear there. Is it 
not possible to arrange a wider degree of co-operation in that respect than exists 
today? 

Mr. McGrecor: I take it you are directing the question to the possibility of 


_ arriving at an arrangement with customs and immigration authorities? 


Mr. Drew: Which would make certain facilities available there and presum- 
ably, with a counterbalancing measure, make certain facilities available to us 
in corresponding situations. 

Right Hon. Mr. Hows: The difficulty is that there must be a limit to the 
number of points where Canada can give customs and immigration service. 
Gander is the principal airport on that North Atlantic route and we have other 
alternatives to Gander, one at Goose Bay and another at Stephenville and also 
at Moncton. Sydney is also an alternative airport. At those points we have 


customs and immigration officials and all the services that are required; but if 


— | . 


ee 


the airline operators get the thought that they can drop in anywhere and expect 
customs and immigration service, it just is not available, and to make it avail- 
able invites them to drop in and keep on dropping in; that is the difficulty. We 
must limit to reasonable proportions the cost of giving that kind of service. 
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Mr. Grorce: That service is in effect at Moncton, is it not? 

Right Hon. Mr. Howe: Yes, that is one of the cermantes that is right. 

Mr. Drew: Mr. McGregor, I would like to ask another question in regard to 
the possible extension of service. While I realize you have not been president 
of T.C.A. during the whole of its period, you have been associated with it, I 
believe, the whole of its operating existence, have you not? 

Mr. McGrecor: No. 


Mr. Drew: I am wrong on that. I know that it was after your war service 
that you joined it. You have been with it for some time though. Now, in con- | 
nection with the extension of flights since the war, could you explain why it is 
that we have not carried our services to different parts of the world to the same 
extent that some other competing lines have? 

Mr. McGrecor: I think I could venture an opinion. As you know, the right 
to operate all international services follows the negotiation of bilateral agree- 
ments. It seems to me in looking at the record that the companies flying 
internationally whose countries have had the greatest success in negotiating 
bilateral agreements are countries of the companies who have been operating 
prior to the war internationally. That apparently gave them something of a 
favoured position when it came to negotiating the interchange of rights to operate 
such services. You mentioned just a moment ago the extent of operations of 
K.L.M. Their international operation I think is a good example. K.L.M. 1s the 
second if not the oldest company in the world, and it is quite in line that their 
prewar associations and their reputation as an international carrier would have — 
put them in a somewhat favourable position when it came to the point of the 
Netherlands government negotiating bilateral agreements. They had particular 
success, whatever the reason might be. Canada’s negotiation of bilateral agree- 
ments is progressing as rapidly as circumstances permit, but in the past year, as 
you have learned from the press, we have faced considerable opposition. 

Mr. Drew: Take K.L.M. which you mentioned as an example, how does 
their route mileage compare with ours? 


Mr. McGrecor: It is greater. 

Mr. Drew: What is the total mileage operated by Tratis- Canada Air Lines? | 

Mr. McGrecor: About 8,000 route mileage. 

Mr. Drew: Is that total? 

Mr. McGrecor: International. 

Mr. Drew: What is your total route mileage? 

Mr. McGrecor: Just about double that. I have that figure here. 

Right Hon. Mr. Hows: The reason K.L.M. operates so great mileage 1s 
that the purpose of the line was to connect up the Dutch possessions. They 
are scattered all around the world. For instance, K.L.M. flies down to the 
Caribbean to serve Curacoa and will pile up a great mileage in that direction. 
Then in the other direction it will fly out to the Dutch East Indies and that 
takes the line through Egypt and part of India. I think that is the explanation 
why K.L.M. has so great mileage. K.L.M. is unique among air lines. Most air 
lines carry their own people but K.L.M. carries almost everybody but their 
own people. 

Mr. McGrecor: I have that figure for you now, Mr. Drew; domestic route 
mileage is 8,085 and the international route mileage is 8,303. 

Mr. Drew: Making a total of? 

Mr. McGrecor: 16,400 roughly. 

Mr, Drew: That would be the total route mileage? 


Mr. McGrecor: That is right. 


ure 
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Mr. Drew: I understand that the route mileage for K.L.M. is 75,000, or 
something like that. 

Mr. McGrecor: That is no doubt due in part to their peculiar method of 
computing it. We consider our route mileage across the North Atlantic as one 
route although actually we fly into Prestwick; that is, from Montreal to Prest- 
wick, from Montreal to London and from Montreal to Shannon; now, on the 
basis by which K.L.M. calculates their routes those would be three separate 
routes each 2,000 miles in flight. 


Mr. Drew: They are, of course, operating a great many more machines? 
Mr. McGrecor: Yes. é i 

Mr. Drew: Do you know how many? 

Mr. McGrecor: No. 


po Mr Drew: Well, 1 recognize that there are limitations to certain inter- 
national arrangements and discussions, but without dealing for a moment with 
any of the details that might be involved in that, would you agree or not that 
Trans-Canada Air Lines could well operate extended services into other areas 
if you could make arrangements for that? 

Mr. McGrecor: Yes. 3 

Mr. Drew: Would it be of advantage to us? 


Mr. McGrecor: That would depend entirely on the route. If they only 
involved additional routes as between Canada and other countries I would 
doubt it very much, with one or two execptions; if it was a matter of giving 
T.C.A. the right to pick up passengers say at New York and fly them to Rio, 
I think it might be very desirable. 

Mr. Drew: I am thinking now, for instance, of the air route from Port-au- 
Spain. It would be an advantage, would it not, to be able to fly them right 
through to South America? 


Mr. McGrecor: Financially, no, not with only Canada as the passenger > 
traffic generating point. 
Mr. Drew: In that respect I am thinking of the fact that K.L.M., for 
instance, have pick-up rights at such places as London, and Paris— 
Mr. McGrecor: And New York. 


Mr. Drew: —and New York, and to carry them on through to South 
American airports; and also they have pick-up rights in New York and London 
and Paris and Rome, for Passengers to the east as well, have they not? 

Mr. McGrecor: I think perhaps not directly; I do not believe they have 
pick-up rights out of New York for points in the east. I assume now, it is the 
far east you are speaking of. 

Mr. Drew: Yes, I do not think they would do it directly; I mean, there is 
no limitation on their pick-up rights at New York so far as subsequent travel 
on the part of passengers from other aircraft to eastern points is concerned, is 
there? 

Mr. McGrecor: No, there is no limitation on that. 


Mr. Drew: And in the same way is it not so that in the lines that are com- 
peting in the North Atlantic, such as Pan American and T.W.A. and B.O.A.C. 
as well as K.L.M., have much more extensive connections at the termini under 
Atlantic runs than T.C.A. has? 


Mr. McGrecor: In certain cases, over their own lines, we all have mutual] 


rights to interchange of traftie with connecting lines at the termini of our trans. 
Atlantic run. : | 


Mr. Drew: But in your case the Passengers who would be going further 


_ would, of course, pass on to some other service? 


4? 
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Mr. McGrecor: Yes, and in the case of many other trans-Atlantic operators 
too. | Pigs cAecae 
Mr. Drew: Have you any reciprocal arrangements with lines which give 
you special traffic facilities at these points? 

Mr. McGrecor: Oh, yes, we have interchange agreements with respect to 
every air line that may be of service to our passengers, and vice versa, by way 
of international connections and the honouring of tickets and the exchange of 
reservations and information. 
| Mr. Drew: Well, then, just to put the question in its broadest form, Mr. 
McGregor, can you see ways yourself in which the situation can be improved 
from the point of view of more extensive use of your high trained personnel 
which you have under your direction. 

Mr. McGrecor: Yes, very clearly. 

Mr. Drew: Would you suggest what can be done? 

Mr. McGrecor: What must be done for the Trans-Canada Air Lines is to 
increase the traffic which is generated on its routes during low traffic periods so 
as to alleviate the effect of the seasonal fluctuation of traffic flow; and efforts 
are being made to that end and conditions show improvement in the situation 
now. 
We cannot show a profit while working at 50% of capacity for eight out 
of each twelve months. Increased traffic during even two or three of those eight 
months will have the effect of rectifying to a very marked degree the deficit 
position. 

Mr. Drew: In connection with that have you special operating arrange- 
ments with C.P.A. so far as Pacific operations are concerned? 

Mr. McGrecor: We have the normal interline agreement, we interchange 
passengers with them in both directions. We have similar arrangements with 
other trans-Pacific air lines. 

Mr. Drew: Do you sell tickets over those lines from your offices? 

Mr. McGrecor: Yes. 

Mr. Drew: And are those tickets also sold at Canadian National Railway 
offices? 

Mr, McGrecor: Yes, any Canadian National Railway office will sell a 
ticket because they are agents of ours. : 

Mr. Fraser: And you get a commission on the tickets sold by them; you 
pay them a commission? \ 

Mr. McGrecor: That is right, and also to the C.P.R. 

Mr. Drew: And estimating the number of passengers for the present year 
what determines the revenue that you would get? Can you give us the figures 
of estimated passenger revenue for each month of 1950? 

Mr. McGrecor: No. : 

Mr. Drew: In estimating that :do you not work it down by months, January, 
February, and so on? . 

Mr. McGrecor: Yes, but by passenger miles. | 

Mr. Drew: By passenger miles, not by the actual number of passengers? 

Mr. McGrecor: That is right. 

Mr. Drew: So that you have no estimate of the number of passengers month 
by month, you take it for the whole year? 


Mr. McGrecor: That is right. 
Mr. Drew: Is that your regular practice? 
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Mr. McGregor: Yes, passenger miles, the number of passengers means 
nothing because it has to be related to the distance travelled and that fluctuates 
very considerably in any one year. | 

The Cuairman: But you have an estimate of the passenger miles per month? 

Mr. Drew: Have you got that with you? 


Mr. McGrecor: No, I haven’t got it with me, but again, I could put it into 


the record if you care to have it. 


Mr. Drew: Yes, I would like to have that in the record. Now, what about 
your passenger miles; would you have your revenue estimate separately in rela- 
tion to the anticipated? 

Mr. McGrecor: You mean, the revenue per passenger mile? 


Mr. Drew: For the needs at different times of the year. Have you this 
broken down in revenue miles there on an anticipated basis and the anticipated 
revenue per month as well for passengers? 

_ Mr. McGrecor: Yes. The revenue miles flown should be clarified. We are 
interested in the available seat miles from a passenger standpoint. Revenue 
passenger miles flown as determined in air line practice apply naturally to aircraft 
and that means nothing unless you provide the capacity, which again is related 
to the type of aircraft in each case; so that we adapt the more comprehensive 
method of using the available number of seat miles to be flown, then we estimate 
the percentage of fill for each month and thus arrive at a figure of revenue pas- 
senger miles. That is extended by the average revenue per mile flown and in 
that way we arrive at the estimate. 

Mr. Drew: You can let us have an estimate for the whole of 1950 on that 
basis, can you? 

Mr. McGrecor: Yes; just to be clear, that is the available seat mileage? 

Mr. Drew: The available seat miles. 

Mr. McGrecor: And the revenue passenger miles? 


Mr. Drew: And the revenue passenger miles and the anticipated revenue 
per month, in each case broken down month by month. 


Mr. McGracor: Is that 1950 you said? 


Mr. Drew: 1950, yes. I am speaking now of the anticipated figure for 
1950. Did we have that for 1949? : 


Mr. McGrecor: No. 

Mr. Drew: Could you have that prepared at the same time? 

Mr, McGrecor: Yes. . 

The Cuatrman: Are there any further questions on operating expenses? 


Mr. Drew: Well, just one second. In connection with the anticipated 
service during this present year, will the expected lower passenger revenue 
return on the trans-Atlantic service mean that there will be more aircraft avail- 
able for the domestic service? . 


Mr. McGrecor: Yes, as of May 12, there will be one aircraft transferred 


_ from the allotment of the Atlantic group as a whole— which means it comes 


i 


from the southern operation—to the domestic operation. 

Mr. Drew: Well, then, in this connection you have then no expectation of 
changing the actual composition of your air fleet during the present year? 

Mr. McGrecor: No. 

The Cuatrman: Shall the item carry? 


Carried. 
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Operating profit. 

Mr. Drew: Well, just a moment again. 

The CuarrMan: I really think that these other items have been diverbd: in 
our other questions. 

Mr. Drew: Well, I do not want to ask a question that will have any effect. 
upon discussions that are taking place but you might simply say what the situa- 
tion is. You say that expense estimates are based upon current wage scales. 
Are there any negotiations under way at the present time which would lead you 
to believe there would be any substantial change in this wage scale? i 

Mr. McGrecor: There is one negotiation under way with respect to pilots— 
and I think that is the only negotiation that is in process. There is an open- 
ended clause in two completed association agreements with respect to hours in the 
working week. 

Mr. Drew: Do you anticipate any substantial change in regard to that? 

Mr. McGrecor: No, I do not anticipate it, and I hope very strongly, natur- 
ally, that we will not be required to make any change of that type. 

Mr. Drew: In answer to a question asked by someone else earlier, you 
spoke of the fact that you did expect to have a very much higher utilization of 
your aircraft this year. Did the percentage increase you mentioned relate to the 
whole, combined, Trans-Canada Air Lines service? 

Mr. McGrecor: Yes. 

Mr. Drew: What is the percentage? 

Mr. McGrecor: The percentage of increase? 

Mr. Drew: Yes? 

Mr. McGrecor: About 25 per cent. 

Mr. Drew: 25 per cent? 

Mr. McGrecor: Yes. 

Mr. Drew: Now, in that respect, can you also say what utilization you 
anticipate in revenue hours flown per day? 

Mr. McGrecor: Ten hours and fifteen minutes in the case of the North 
Star, and I think eight hours and thirty minutes in the case of the DC-3’s. 

Mr. Drew: As compared with what last year? 

Mr. McGrecor: About seven hours and fifty-five minutes in hele case of the 
North Stars and on the order of six hours for the DC- 3’s. 

Mr. Drew: Six hours? 

Mr. McGrecor: Six hours and thirty minutes. 

Mr. Drew: You are in a position to give the different revenue flight hours 
for these two different types of aircraft? 

Mr. McGrecor: Yes. 

Mr. Drew: If that is so, then, it would seem that you must keep separate 
record of the miles flown on each of these aircraft? 

Mr. McGrecor: Yes. 

Mr. Drew: That breakdown is not included i in the statements we now have? 

Mr. McGrecor: It was not asked. 

Mr. Drew: But you have it? 

Mr. McGrecor: Yes. 

Mr. Drew: Will you prepare a statement for 1949? 

Mr. McGrecor: That is the same question on miles flown? But you want — 
it broken down as between the two types of aircraft? 

Mr. Drew: That is right. 

Mr. McGrecor: Yes. 
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Mr. Povuiot: Miles flown last year? 

Mr. McGrecor: Yes. , 

Mr. Drew: The miles flown last year—that is the point at which we can 
estimate, having regard to the 25 per cent increase this year. 

Now, so that we may be able to interpret that, the revenue miles shown in 


all the statements we have now will be the combined total of all operations by 
DC-3’s and Norh Stars? 


Mr. McGrecor: Yes. 


Mr. Drew: And this will break down the 1949 figures. Do you have 
separate estimates for 1950 of the revenue miles you anticipate? 


Mr. McGrecor: Well, as I explained before, that can be roughly related. 
We deal in hours of aircraft time. We have a forecast of the hours we expect 
to use the two different types of aircraft. 


The CuarrMan: I think the answer has already been promised. 


Mr. Drew: Then what is the over-all estimate of the average speed of the 
DC-3 in flight—from take-off to landing? 


Mr. McGrecor: 160 miles an hour is the calculated speed— 

ee Drew: In the case of the North Star I believe you gave the figure 
as 2307 

Mr. McGrecor: Yes. That is the basis for time table calculation. 

Mr. Drew: I take it that for 1949 you would have the actual record? 

Mr. McGrecor: The speed of any one flight will vary, naturally, depending 
upon all the circumstances—altitude, headwinds, and so on; but, for the time 
table calculation we use an air speed of 230 miles an hour. 


Mr. Drew: Let me get this quite correctly, did I not understand from Mr. 
English that you estimate an average of 230 from take-off to landing? 

Mr. McGrecor: That is correct. 

Mr. Drew: That would involve a higher air speed because of the time in 
climbing and getting onto the beam and so on? 

Mr. McGrecor: That is right. 

Mr. Drew: So it is not exactly air speed—it is the average speed from take- 
off to landing? 

Mr. McGrecor: That is correct. 

‘ Mr. Drew: That would be the figure that I am to take from the answer 

you have given? 

Mr. Pounior: You mean 230 miles an hour, and 165 miles an hour? 

Mr. EncuisH: Yes. 

Mr. Murcu: When translated actually it would be from 245 miles an hour 


to 260 miles an hour. 


Mr. Drew: That is all I have on the statement before us. 


The Cuarrman: The other items, operating profit, miscellaneous income, 
interest on capital and surplus are carried. 

Mr. Povuntor: Mr. McGregor and Mr. English, your answers were 
illuminating. : 

The Cuarrman: Is it the wish of the committee that we should meet this 


evening or at 11 o’clock tomorrow morning to deal with the property and 


budget items? . 
Right Hon. Mr. Howe: Can we finish tomorrow? 
Mr. Drew: I feel sure that we can. 
The CHarIRMAN: Very well, we will meet tomorrow morning at 11 o’clock. 


The meeting adjourned to meet Tuesday, April 25, 1950 at 11.00 a.m. 
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REPORTS TO THE HOUSE 


Fripay, April 21, 1950. 


The Sessional Committee on Railways and Shipping Owned, Operated and 
Controlled by the Government begs leave to present the following as its 


THIRD REPORT 


Your Committee recommends that the Budget of Trans-Canada Air Lines 
for the year 1950 be referred to your Committee. 


All of which is respectfully submitted. 


Wepnespay, April 26, 1950. 


The Sessional Committee on Railways and Shipping Owned, Operated and 
Controlled by the Government begs leave to present the following as its 


FourtH Report 


Your Committee recommends that it be empowered to print from day to day — 


such copies of its minutes of proceedings and’ evidence, in addition to those 
ordered by the House on Friday, March 24, 1950, as may be ordered by the 
Committee. 


All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 
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MINUTES OF PROCEEDINGS 


Turspay, April 25, 1950. 


The Sessional Committee on Railways and Shipping Owned, operated and 
Controlled by the Government met at 11 o’clock a.m., the Chairman, Mr. Hughes 
Cleaver, presiding. | 


Members present: Messrs. Carter, Cleaver, Drew, Follwell, Fraser, Fulton, 
George, Hatfield, Helme, James, Knight, McCulloch, Mutch, Pouliot, Thomas. 


In attendance: Mr. G. R. McGregor, President, Mr. W. F. English, Vice- 
President, Operations, and Mr. W. 8. Harvey, General Auditor, Trans-Canada 
Air Lines. | | | 


The Committee resumed consideration of the budget of Trans-Canada Air 
Lines for the year 1950. 


Examination of Messrs. McGregor and English was continued. 


At 1.05 o’clock p.m. the Committee adjourned until 8 o’clock p.m. this day. 


EVENING SITTING 


The Committee resumed at 8 o’clock p.m. the Chairman, Mr. Hughes 
Cleaver, presiding. 


Members present: Messrs. Carter, Cavers, Cleaver, Drew, Follwell, Fraser, 
Fulton, George, Hatfield, Helme, Howe, James, McCulloch, Mutch, Pouliot. 
In attendance: Messrs. McGregor, English and Harvey. 


The Committee resumed consideration of the motion of Mr. George that 
the First Report of the sub-committee on Agenda be concurred in, and of the 
amendment thereto of Mr. Drew that Mr. H. W. Seagram, Director of Operations, 
and Mr. James Bain, Director of Engineering and Maintenance, Trans-Canada 
Air Lines, be called as witnesses. 

After discussion, and the question having been put on the said amendment, 
it was negatived. | | 

Mr. Drew moved in amendment to the motion of Mr. George that Mr. W. J. 
Turnbull, Deputy Postmaster General, and Mr. J. R. Baldwin, Chairman, Air 
Transport Board, be called as witnesses. 

After discussion, and the question having been put on the said amendment, 
it was negatived. 


And the question having been put on the main motion, it was agreed to. 


Mr. Drew moved that files numbered W.G.F.-1333-1 and 1333-2 of the 
Flight Operations Department of Trans-Canada Air Lines be produced. 


And the question having been put on the said motion, it was negatived. 
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On motion of Mr. George: - 

Ordered,—That such additional copies of the minutes of proceedings and 
evidence of the Committee be printed as may, at the discretion of the Chairman, 
be required. 

The Chairman tabled answers, as furnished by Mr. Donald Gordon, 
President, Canadian National Railways, to certain questions tabled by Mr. 
Carter and contained in Appendix B to the minutes of proceedings and evidence 
of March 80, and which are printed as Appendix A to this day’s minutes. 

Mr. McGregor tabled statements containing certain information requested 
by Mr. Drew, which are printed as Appendix B to this day’s minutes of proceed- 
ings and evidence. : 

The Chairman tabled a letter dated April 12, 1950, addressed to him by 
Mr. McGregor, containing answers to certain questions asked by Mr. Drew, 
which is printed as Appendix C to this day’s minutes of proceedings and 
evidence. 

The witnesses retired. 


* 


At 9.25 o’clock p.m. the Committee adjourned to the call of the Chair. 


A. L. BURGESS, 
Clerk of the Committee. 
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House or Commons, 
April 25, 1950. 


The Sessional Committee on Railways and Shipping met this day at 
11:00 am. The Chairman, Mr. Hughes Cleaver, presided. 


The CHAIRMAN: Gentlemen, we now have a quorum, and while our 
numbers are rather few in view of the fact that. so many other committees are 
sitting. I believe we should carry on. We are now at the property and 
equipment budget. | 

-Mr. Drew: Mr. Chairman, it is just a question of convenience. I did 
want to ask Mr. English a couple of further questions but I could defer that 
until after we deal with this item. 

The CuHairMan: If you want to clean up now, Mr. Drew, it is quite all 
right.to carry on. 

Mr. Drew: I might explain before I ask the question that I fully recognize 
the difficulty that the press have in following the questions and answers 
throughout a whole day but I think that perhaps Mr. English, like the others 
in the committee, must have been rather surprised at some of the details of 
the report of the proceedings yesterday because some of the items standing by — 
themselves might lead to some confusion. 

Mr. English, in the sessions yesterday, you referred in answer to my 
question to two orders which are headed, flight operation bulletins, one of 
February 14th and one which you fixed the date of as about four months 
ago. Could you produce copies of those? 

Mr. ENcuisH: Yes, but I have not got them here. 

Mr. Drew: But you will forward them to the Chairman of the committee? 

Mr. ENGuisH: Yes. | 

Mr. Drew: You know the two to which I refer? 

Mr. ENGuisH: Yes. 

Mr. Drew: That is all. 

The CuairMan: Property and equipment budget. 

Mr. Futton: What does this column headed “Actual” in the middle mean? 
Does it mean the actual expenditures or the actual amount left over after the 
expenditures were made? 

Mr. McGrecor: Total actual expenditures. 

Mr. Drew: Just to take the first item, what is the reason for the difference 
in the amounts, Mr. McGregor? 

Mr. McGrecor: Between the budget and the amount actually spent? 

Mr. Drew: Yes, I am taking the 1949 figures. 

Mr. McGrecor: The failure to make all the purchases for which budget 
provision was made, due in some cases to a decision not to make expenditures 
that had been budgeted and due in other cases to the fact that delivery was not 
completed on articles that had been budgeted by the time thatthe company’s: 
fiscal year came‘to an end. 
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Mr. Drew: What did you plan to acquire in the way of airplanes that 
you did not acquire? | | 

Mr. McGrecor: We did not plan to acquire anything in the way of airplanes. 
Under the term airplanes, comes all the items associated with an aircraft. One 
particular item was the purchase of what are known as Marshall cabin super- 
chargers, which amounted to about $150,000, which were not purchased in 1949, 
and are being purchased in 1950. 

Mr. Drew: Is that a new type of supercharger? 

Mr. McGrecor: Yes. 

Mr. Drew: Is that replacing the supercharger now on the engine? 

Mr. McGrecor: It is not an engine supercharger, it is a cabin supercharger. 

Mr. Drew: But it operates from the engine? 

Mr. McGrecor: Yes. 

Mr. Drew: That is for what purpose? 

Mr. McGrecor: Pressurizing the cabin. | 

Mr. Drew: And that is being proceeded with and is included in the estimated 
items for 1950? 
Mr. McGrecor: That is correct. / 

Mr. Fuuron: Is that for the purpose of replacing the cabin superchargers — 
on the North Star? | 

Mr. McGrecor: That is correct. 

Mr. Fraser: Well, then, this coming year, you will have more pressurized 
planes in service? 

Mr. McGrecor: No, all the North Stars have been and are pressurized. 
The pressurizing pump is being changed to a type which has a lower maintenance 
charge associated with it, and is somewhat cheaper in first cost. These things 
require a lot of repairs, normally, and the upkeep on them will be considerably 
less, so that instead of the normal Douglas type superchargers being replaced 
with the same type they are now being replaced with a Marshall type, and that 
becomes a capital charge. 

Mr. Fraser: In the United States they had a number of accidents with these 
pressurized planes, windows breaking out and doors opening outwards and one 
thing and another. Have you taken provision to protect against that? 

Mr. McGrecor: Yes, we have and I am glad to say we have had no occur- 
rences of that type. 

Mr. Fraser: I noticed that in Canada, but I just wonder if you had taken 
special precautions against that. 

Mr. McGrecor: The windows are particularly reinforced and the door locks 
are of a special type after the fashion of those of an ordinary vault. 

Mr. Futron: Do I understand from your earlier answers these super- 
chargers are due for replacement in any event and what you are doing is merely 
replacing with a different type or are you replacing them with a type in advance 
of their normal obsolescence or wearing out period? 

Mr. McGrecor: No. If there was not a type change, the supercharger 
would be replaced by component part replacement at each overhaul. In changing 
type, however, we naturally have to change the whole supercharger. 

Mr. Futton: Are you making or contemplating making any request to the 
manufactured to bear part of this cost, if you are finding it necessary or desirable 
to replace thenr with a better type? 

Mr. McGrecor: No, it was an elected purchase and the only one available 
at the time. The type of supercharger that is now being installed is of more 
recent manufacture, design and availability. rox 
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Mr, Fuuron: In other words, it came on the market after? 
Mr. McGrecor: Yes. : 
Mr. Murcu: There is no suggestion that the supercharger you have been 


using has not lived up to its specifications, but the fact is a better one is 
available? 


Mr. McGrecor: That is exactly right. 

Mr. Fraser: Which will need less repairs. 

Mr. Drew: Are there any other items of that nature that constitute a 
substantial part of the estimates under the heading of airplanes? 

Mr. McGrecor: Not under the heading of airplanes, no. 

The CHarrMan: Shall the item carry? 

Carried. 

; Airplane power plants. 

I am sorry, Mr. Fulton, I did not intend to interrupt you. 

Mr. Futron: No, I will ask what I had intended to ask on another item, 

Mr. Drew: Under the item airplane power plants, I notice again that the 
estimate for 1949 is $288,363.72 and the actual expenditure was $63,844.26. 
What is the explanation of that? 


Mr. McGrecor: That was principally due to the fact that in preparing the 
budget for 1949 we expected the design of a cross-over exhaust system, which 
would have the effect of reducing exhaust noise, would be available for purchase. 
It did not reach the stage of development in 1949 that satisfied us and warranted 
purchase and therefore there was no expense under that heading. 

Mr. Drew: Well, then, does the estimate for 1950 amounting to $323,229.55 
refer substantially to provision for the device that will reduce noise? 

Mr. McGrecor: Right. | 

Mr. Drew: And what is that device? 

Mr. McGrecor: A cross-over exhaust manifold which will take the exhaust, 
if it becomes satisfactory, from the inboard blocks of all four engines, conduct 
it over the top of the engines and deliver it on the outboard side and below the 
wing. 

Mr. Murcu: Is it estimated the application of that will in any sense mate- 
rially reduce the power of the engine? ne 

Mr. McGrecor: That is some of the things that will have to be measured 
when the design comes under study for adoption. There are three different 


designs of exhaust systems all of which aim at the same object and all of which 
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have to meet the requirements that the effect on the power production of the | 
engine will be negligible, that they will have a long service life, that they will 
not be subjected to any unsatisfactory heating conditions and that they would 
produce the required reduction in the noise level of the aircraft. 


Mr. Knicut: Mr. Chairman, this tendency—I am speaking now of the 1949 
statement, showing the actual expenditures being tremendously low compared 
with the budgeting—is not only apparent in the first two items but throughout 
the whole column, but it is also more apparent when you get down to the 
total of $784,679.66, for example, against an estimated total of $24 million. 


_ I mean, it looks peculiar. Is it a minor change in policy or what has happened? 


The same thing is reflected in 1950 where you have a budget of $13 million 
as opposed to $24 millions in 1949. What is the general explanation of that 
situation? | : 

_ Mr. McGrecor: The general explanation in respect to 1949 involves two 
things: in the first place it is generally the policy in making a capital budget, 


_ when broken down into specific items, to provide for all reasonable contingencies 


that may arise under each item, and when as we have here about twelve or 
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fourteen items, there is naturally an overrun total which you do not expect to 
spend, but one must provide for the possibility. 

Mr. Knicut: That is to say, the surplus for contingency in regard to any 
one item is multiplied by fifteen in the total? 

Mr. McGrecor: That is about the size of it. The second thing is that 
during 1949 and 1950 there was and is the strictest economy being practised in 
the matter of capital expenditures and anything that can possibly, without 
jeopardy of the company’s safety regulations, become a deferred expense is 
dealt with in that way. There are also a number of things that have to be 
provided for in any one year’s budget, which usually do not occur as items of 
expense in that budget year due to the slowness with which normal negotiations 
proceed. A good example of that is an item of $100,000 for the purchase of a 
hangar at Sea Island, Vancouver, which is a matter which has been under 
negotiaticn for something like three years and is still in that stage. 

Mr. Drew: Well, now, for 1950, your estimate for airplane power plants 
is $323,229.55. What does that include? | 

Mr. McGrecor: It includes, if you want the details, $290,000.00 for the 
cross-over exhaust system installation we were talking about, $14,380.48 for the 
installation of an intercooling system and $18,849.07 for miscellaneous. - 

Mr. Drew: From what you say, I gather that the question of the actual 
type of exhaust to be installed is still subject to final decision and that the 
designs are still in the experimental stage? 
_ Mr. McGrecor: I think that statement would probably require some clari- 
fication. The designs are established and constructed and under test. In the 
case of all of the three systems to which I have referred, each of the three 
different systems have been developed by Rolls Royce, Canadair, and T.C.A. 
respectively. In other words, the designs are in process of being proved or 
otherwise. ‘3 

Mr. Drew: Have any of these devices been checked, to your knowledge, 
by B.E.A.C. or C.P.A.? 

Mr. McGrecor: No. | 

Mr. Fraser: What metal are they using now on those exhaust svstems? 

Mr. McGrecor: Inconel and stainless steel. 

Mr. Fraser: That is heat resisting? 

Mr. MoGrecor: That is high heat resisting. 

Mr. Fraser: Mr. McGregor you mentioned something about research. 
I just wonder if you have research men to check on the efficiency of your 
gasoline and oil? Do you do that checking yourself or do you leave it to 
the National Research laboratories? 

Mr. McGrecor: If you are referring to measurements of the octane rating— 

Mr. Fraser: I do not mean just the octane rating, I mean the efficiency of 
it. It might have octane rating but still at the same time it might have other 
qualities that will gum up your engines in short order. You might have found 
that out in the past? 

Mr. McGrecor: We do carry out the testing of fuel and oils delivered to 
us to make sure they are lying within the specifications established under the 
contracts for those fuels. In addition we use the services of outside laboratories, 
for periodic checks and investigations as to the efficacy of new types of gasoline 
and oils as they come out. 

Mr. Fraser: What I was getting at was this: If you start off, say from 
Montreal, with one type of oil and gas and end up at Victoria, or Vancouver, 
do you use the same gas and oil all the way through and back again? 


Mr. McGrecor: Right across the system and across the Atlantic. 
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Mr. Fraser: There is no change at all in it? 
Mr. McGrecor: No. | | 
Mr. Fraser: Then you would have a proper check when they overhaul the 
engine knowing what condition it was in? 
Mr. McGrecor: That is correct. 
The Cuarrman: Shall the item carry? 
Mr. Drew: Before that, Mr. Chairman—Mr. McGregor, what do you esti- 
mate the total actual cost of this new exhaust equipment to be? 
Mr. McGrecor: $290,000. 
Mr. Drew: That is not the total cost. 
Mr. McGrecor: Yes. 
Mr. Drew: But your contract calls for the supplier of the power plants to 
_ bear a substantial share of that? ‘ 
Mr. McGrecor: That is the total cost to T.C.A. that I am talking about. 
Mr. Drew: What is the total estimated cost of that equipment? 
, Mr. McGrecor: I have no idea, Mr. Drew, and it would be of interest 
to T.C.A. provided T.C.A. elected to use the exhaust system developed by 
Canadair. 
4 Mr. Drew: No, no, you will find under the provisions of the contract that 
the supplier of the power plant is to bear half the cost of all expenditures made 
for the purpose of overcoming the difficulty in connection with the noise. 
Mr. McGrecor: If you read that clause, Mr. Drew, I think you will find 
- it is the other way around. 
Mr. Drew: I will send for it. — 
The Cuairman: Subject to the question just asked, shall the item carry? 
Carried. 


Mr. Drew, shall we carry on? 
Mr. Drew: Yes, yes. 
The CHatrman: Aircraft component equipment. 
Mr. Fraser: On this, Mr. McGregor, do you use the facilities of the 
Department of Transport? Do you use any of their stores at all, or any of 
_ their equipment? The reason I ask is because there is a bill before the House 
now dealing with Transport Department stores, increasing the allowable amount 
I think from $500,000 to $1 million, and I imagine that would cover some 
of their airfields. I was just wondering if you would come in on the use of 
any of their equipment? 
Mr. McGrecor: I cannot think of an instance. 
Mr. Fraser: Well, what does this item aircraft component equipment 
cover? | 
Mr. McGrecor: That is mostly spare capitalized materials and in this 
instance includes the spare parts over and above the specific numerical require- 
ment of the aircraft for these Marshall blowers that I spoke of. 


Mr. Drew: Mr. McGregor, the question that arises from these figures 
is indicated by the 1949 estimate and actual expenditures. In 1949 you 
estimated an expenditure of $232,210.22 for component equipment and there 
was an actual expenditure of $110,585.56, which leaves approximately $122,000 
unspent of your estimate for 1949, and in view of the fact that you are only 
estimating an expenditure of $24,487.96 for 1950. I am interested in what the 
difference is between the unspent part last year and the part you anticipate 
spending this year. 
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Mr. McGrecor: A lot of that was tied up with the elimination of one 
heavy maintenance base at Vancouver, involving a reduction in the heavy 


maintenance equipment requirement of the company by an amountt equal — 


to about $100,000. 
Mr. Drew: How would the elimination of that base affect the expendi- 
tures for aircraft component equipment? . 
Mr. McGrecor: Because had we continued that base, we would have 
had to buy such expensive items as lathes and presses, and other heavy shop 
equipment. 


Mr. Drew: Are you saying that equipment of that kind is included in 


this item? 

Mr. McGrecor: Yes. 

- Mr. Drew: It is not only included in the aircraft? 

Mr. McGrecor: I thought you were talking about item four. 

_ Mr. Drew: Under the heading of “Aircraft Component. Equipment” you 
estimated last year the amount of $232,210.22 and you only spent $110,585.56. 

Mr. McGrecor: Yes. 

Mr. Drew: Which means that you did not spend $120,000. But never- 
theless you are only estimating this year for $24,487.96 as against a carry-over 
from last year alone of $120,000. That is what I cannot quite understand. 

Mr. McGrecor: That has to do with the very satisfactory reduction 
we were able to make in the investment in capitalized spare parts. That was 


primarily due to the action of the suppliers in maintaining adequate spare’ 


parts in Canada, a condition which had not previously existed since before 
the war. 

Mr. Futon: You said, I think, under “Airplanes” that the airplane items 
came under that heading, everything which had to do with parts for the 
aircraft. So what distinction do you make between that item and this one 
“Aireraft. Component Equipment’’? 


Mr. McGrecor: Under “Airplanes” come parts which are in the airplane. - 


But under component equipment comes all equipment belonging to an airplane 
but which is not in an airplane, but which is carried as capitalized spares. 

Mr. Fuuron: I do not get that distinction. Do you mean such things as 
cabin equipment? 

Mr. McGrecor: If you happen to own six tires for your motor ear and 
one is in the garage while five of the tires are on the car, then the five which 
are on the care come under the heading of “Airplanes”, while the one tire 
which is in the garage comes under the heading of “Component Parts’. 

Mr. I'utron: Roughly, it is a category of spare parts? : 

Mr. McGrecor: That is right. 

Mr. Drew: Where would that show in this statement? | g 

Mr. McGrecor: It would come under the first item if the part is installed 
in the aircraft; and it would come under the third item if the part were not 
installed. 

The CuatrMan: Shall item 3 carry? 

Carried. 

“Ground Communication Facilities”, item 4? 

Mr. Fraser: That would be telephone, teletype, and things of that nature? 

Mr. McGrecor: And air to ground radio communications items. 

. she Fraser: The item for 1950 would appear to show a need not nearly as 
arge? 


- 
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Mr. McGnrecor: That is right. There were several provisions made in 


the 1949 budget for equipment which has since come under further develop- 
ment; and our feeling is that heavy expenditures in respect to communications 
- equipment, in this stage of rapid transition and development in the art, would 


be unjustified. 

Mr. Fraser: You want to make sure that it is the right thing before you 
put it in? 

Mr. McGrecor: Yes. 

Mr. Fraser: You have got some new equipment during the past year that 


was put in to facilitate plane landing? 


Mr. McGrecor: No. 
Mr. Fraser: Did you not get some such equipment as that? 

Mr. McGrecor: Most of the equipment in there is for the installation of 
VHF ground stations for voice communication with aircraft. It 1s free from 
interference by static. 

Mr. Fraser: You mean for guiding in? 

: Mr. McGrecor: I mean for actual conversation between the aircraft and 
the ground. 

Mr. Fraser: For landing and taking off? 

Mr. McGrecor: No. 

Mr. Futon: How is that apportioned between the Department of Trans- 
port and TCA? ! 

Mr. McGrecor: The communication facilities of the company are entirely 
operated by TCA. But the communications of a general airway character such 
as landing assistance devices, to which we have just referred, are Department 
of Transport entirely. | 

Mr. Fottwetu: As to beam points, you usually fly on a beam? 

Mr. MoGrecor: Always. : 

Mr. Fouitweuu: That is not included in it? 

Mr. McGrecor: No. All beam installations on the ground are Department 
i Transport, while the receivers used in the aircraft are our own and provided 
y us. 

Mr. Drew: Again, in the case of item 4, we have the same situation where 
you estimated last year for an expenditure of $124,364.35, but there was an 
actual expenditure of only $29,741.64, which leaves an unexpended balance of 
$95,000. Now. I see that your total estimate for 1950 is $36,925.41; so your 
estimates for this year are substantially less than the unexpended part of your 
estimate for last year. What were the kind of things which you did not take 
up last year? 

Mr. McGrecor: I believe I just answered that question. 

The CHarrMAN: Yes. , 

Mr. Drew: That has specific reference to those things which you did not 
buy last year and which you are still waiting for? 


Mr. McGrecor: That is correct. 


Mr. Drew: I am only looking at this from the point ef view of the effec- 
tiveness of budget procedure. Is it not possible that some of those things will 
reach a point this year where you would wish to obtain them? 


Mr. McGrecor: It seems doubtful. This matter of the type of air to 
eround or ground to air communication has to be reasonably universal because 
we fly aircraft into several countries, particularly into the United States, and 
the type of equipment which we adopt must be satisfactory for use with the 
sround installations wherever we take the aircraft. We have to be very sure 
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that a final decision is reached both in Canada and in the United States par- 
ticularly, before we enter upon any expenditure for comparable equipment in 
the aircraft or on the ground. ein: | 
| Mr. Fuuron: Is it at all correct to say that the ground communication 
facilities would all be substantially those of the Department of Transport, 
whereas the equipment which is installed in the aircraft would be your own? Is 
that the division of responsibility? . 

Mr. McGregor: No, not entirely. Certainly the Department of Trans- 
port’s investment in ground communications equipment is greater than ours, but 
we have at our major stations our own ground communication equipment which 


is used entirely for the transaction of company traffic between the ground and- 


the air. 

Mr. Futron: And that equipment is separate from the Department of 
Transport? 

Mr. McGrecor: Yes. We would not be allowed to communicate over 
Department of Transport facilities such information as the load of the aircraft, 
the reservations requirements, and so on. | 

Mr. Fuuton: Who maintains the beam flying? 

Mr. McGrecor: The Department of Transport. 

Mr. Futon: Do they operate on the same frequencies with respect to com- 
munications as do the aircraft? 

Mr. McGrecor: No.: Range transmitters and associated aircraft receivers 
_ use frequencies for that. purpose. 

Mr. Fuuton: Then you have to have two sets of recelving equipment in the 
aircraft? 

Mr. McGrecor: We actually have more than that; but we also have fre- 
quency changing facilities in the receivers, There are something like 13 channels 
of frequency available for reception in our aircraft at the present time. 

Mr. Futton: Do you have the one receiving set which operates on two 
frequencies, which means that the pilots or the captains have to turn from one 
frequency to the other, or do you have two, each operating on its own frequency? 

Mr. McGrecor: The range receivers are separate. But actually the number 
of channels on which each receiver is capable of receiving is numerous. 


Mr. Drew: Perhaps my next question would come inappropriately at this 


item, although I recognize from what you say that the actual expenditure is made 
by the Department of Transport. What progress is being made in the provision 
for blind landing? 

Mr. McGrecor: Very good progress. As we have said before, ILS installa- 
tions are completed across the country in respect to the major airports with the 
exception of Victoria. The effect of that has been to reduce what are known as 
the “limits” involved very considerably, and thereby to increase the regularity 
of flight operations. 

Actually, the progress in the reduction of limits is on a very conservative 
basis as compared to what might be possible. Aircraft could be landed without 
any reduction in the factors of safety at even lower limits of ceiling and visibility 
than are now being observed: but we are making haste slowly; this is excellent 
policy and one which I think should be adhered to. 

Mr. Drew: Has any modern adaptation of fido been employed in such air- 
ports as Gander or Sydney where there is a fairly high fog problem? 

~ Mr. McGrecor: No. Fido and its more recent variations have been exper- 
imented with in California. It is by no manner of means an entirely desirable 
cure. In the first place, its cost is quite fantastic; and in the second place, there 
are hazards involved. For example, when an aircraft lands on a runway in 
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_ which fido is being used, if anything should happen in the way of a blown tire 
or something like that which caused the aircraft to swing off the runway, it 
would create the equivalent of putting it over a blow-torch with, perhaps, 
— unfortunate results. 


So the tendency has been to carry on development for landing under condi- 


tions of low visibility, rather than to concentrate on methods of fog dispersal. 


The CHAIRMAN: Shall item 4 carry? 
Carried. 


Item 5 “Hangar and Shop Facilities”. I believe, Mr. McGregor, you have 


already given the answer to this item. 


Mr. Drew: In that case, there is again the same situation with an estimate 


of $324,529.88 for 1949 but with an actual expenditure last year of only 


$98,533.75, leaving a total which you did not spend in the sum of $226,000 last 
year. Does that relate to the airports you mentioned? 

Mr. McGrecor: A large portion of it does, yes. 
Mr. Drew: You are not otherwise curtailing your development of airport 
facilities? 
Mr. McGrecor: Well, hangar and shop facilities have nothing to do with 
airports except that they may be situated on the airport. 
Mr. Drew: Yes. I meant that in the way of servicing at airports? 
Mr. Fraser: You have your own equipment at Gander? 
Mr. McGrecor: Yes. _ 
Mr. Fraser: And I think you mentioned that you are putting in equipment 
to look after your own at Tampa? . 

Mr. McGrecor: No. We are using somebody else’s. 

Mr. Pouttor: As a matter of security, do you get in touch with the National 


- Research Council for tests of planes and plane parts? 


Mr. McGrecor: Yes. 

Mr. Pouuior: All the time! } 

Mr. Murcu: With respect to “Shop Facilities”, has there been any reduction 
in shop facilities at Stevenson Field in the last year? 

Mr. McGrucor: No. 

The CHairMAN: Shall item 5 carry? 

Carried. 

Item 6 “Ramp Facilities”. 

Mr. Drew: In this case there was an estimate made for last year in the 


sum of $146,268.35 while the actual expenditure was only $82,654.58, leaving an 


unexpended balance of the estimate in the sum of $64,000. 
Mr. McGrecor: Yes. 
Mr. Drew: Whereas it seems for this year you estimate a total expenditure, 


of $56,170.76. What is the situation there? 


Mr. McGrecor: That was the decision or rather the revised decision not to 


purchase rather expensive components at one or two airports which were not 


carrying as much traffic as others, for cabin ground cooling equipment. 
Mr. Fraser: Well, have you got any wintertime heating facilities? I noticed 


that plane doors have been left open when pilots are loading and one thing and 
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another and planes get exceedingly cold. One party said to me that they 


thought that was one reason why, in wintertime, people are subject to air sick- 


ness, and why they become air sick so quickly on leaving the ground—because 
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the planes are so cold. The engine has to warm up at the runway before there 
is heat in the plane. Have you any method of warming those planes? 

Mr. McGrecor: Yes; and last year there was ground heating equipment 
connected to tthe aircraft. At each departure point it is necessary that the doors 
should be open for eargo loading and commissariat loading. 

Mr. Fraser: And for the purpose of airing as well? | 

Mr. McGrecor: No, there is good cabin ventilation in flight. 

Mr. Fraser: This party said they were chilled before they got off the ground 
on account of having to wait for the aircraft, and then they got into a plane 


which was cold and they were chilled through, and they thought that was what 


started them off. 
Mr. Murcu: Probably it was what they had eaten for dinner. 
The CuHarrMan: Shall item 6 carry? 
Carried. 


Item 7 ‘Motorized Vehicles”. 


Mr. Drew: There again we have an unexpended balance for last year in 
excess of the estimate for 1950. What explanation is there for that? . 


Mr. McGrecor: That is due to the decision to eliminate the purchase of 
motor vehicles where it has been felt that economy would be best served, in 
some cases by leasing transportation on an intermittent rental basis; and in 
some cases ‘by the reconditioning of existing equipment. 

Mr. Knicut: Would you consider that the total amount of the budget, or 
any of these items in the 1950 budget, are over loaded, if I may use that expres- 
sion, to the same extent that corresponding figures were in the 1949 budget in view 
of possible contingencies? 

Mr. McGrecor: With the possible exception of the expenditure for the 
cross-over exhaust system which again may go through 1950 without arriving 
at a satisfactory design, it is likely that the 1950 budget will be considerably 
closer to the actual expenditures than the 1949 budget. 


Mr. Knicut: What is the explanation for the much lower budget estimated 
for expenditures in this year 1950 over 1949? | 


Mr. McGrecor: Well! 


Mr. Knicur: I mean the fact that several items show it, and it is to be 
seen in the total? 


Mr. McGrecor: In turn, 1949 was very much less than 1948. The acqui- 
sition of a large fleet of new aircraft always carries in its train a series of 
heavy expenditures of a capital type, because new aircraft require new loading 
ramps and cargo-loading equipment; and the gradual building up of the spare 
parts required for those aircraft and the heavy tools for their maintenance and 
repair are all items of capital expenditure which are associated directly with the 
addition of a new type to the fleet; so the tendency will always be, where there 
is a major change in the nature of the fleet, to have this aftermath of capital 
expenditure. 


Mr. Knicut: So those expenditures won’t have to be made again for some 
time. It is a parallel case to the question I asked you in regard to the building 
up of the skills in your personnel. It is something which you have already 
acquired and which will be of proven value for some time. . 

Mr. McGrecor: That is right. And I think that the capital budgets will 


normally run, over the years at the level of the estimate for 1950, that is about 
$1,500,000. 
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“Mr. Fuuron: How do oe banale ieee capital purchases? Do you always 
hope to meet them out of current revenues, or do you consider them to be 
mere balance sheet items? How are they handled in the company’s internal | 
finances? 


Mr. McGrecor: As long as capital expenditures in the case of any one 
year run below depreciation accruals, no new capital is required, and depreciation 
accruals are used as may be necessary to finance the capital expenditure. 

Mr. Fuuron: What has been the history in that. connection so far? Have 
your depreciation accruals more than covered your capital purchases? | 

Mr. McGrecor: By a considerable margin, in 1949. 

The CHAIRMAN: Shall item 7 carry? 

Carried. 


Item 8 “Accommodation and Office Facilities’. 

Mr. Fraser: There is an increase of about $28,000 here. Is that on account 
of your southern run? 

Mr. McGrecor: Where is eee. 


Mr. Frasser: Under the item entitled PacicontodHiod and Office Facilities’ 
I see there is an increase there over last year. 

Mr. McGrecor: The estimate. is some $28,000 higher than last year? 

The CuHarrMAN: No, it is not higher than the estimate for last year but 
higher than the actual. 

Mr. Fraser: Higher than the actual, yes. 


Mr. McGrecor: That largely has to do with the establishment of offices 
at new locations, places such as London, Vancouver, and so on, where new 
office equipment and furniture is required. 


Mr. Mutrcu: How much of that would be attributable to the increase in 
costs as a result of the changing to Montreal? 


Mr. McGrecor: I would say none. That would all come in the 1949 expen- 
ditures, and in that case there has been very little new furniture bought. It was 
a case of moving furniture which existed. 

Mr. Mutcu: Would it include as well accommodation? 

Mr. McGrecor: That refers only to the modifications we make to premises 
that we may lease. 

; Mr. Murcu: And has it been necessary to make any capital expenditures 
in order to accommodate yourself to your new home? 

Mr. McGrecor: The item would include, I would say, from $10,000 to 
$15,000 for partitions. | 

Mr. Drew: What kind of facilities are covered by this item? 

Mr. McGrecor: Renovation to interiors, and the actual furniture such as 
desks, chairs, counters and so on. 


q Mr. Drew: Is that not part of the Department of Transport nronenee 
; Mr. McGrecor: No. 
a Mr. Fraser: It would cover typewriters as well, would it not? 

Mr. McGrecor: I am talking about our offices 

Mr. Fraser: That is not in the airport? 

Mr. McGrecor: We do put in, at our own expense, our counters, at the 
airports. 

Mr. Fraser: What are the actual arrangements under which activities as 
restaurants and newsstands are operated? 

Mr. McGrecor: That is entirely under the Department of Transport. 
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Mr. Fraser: You do not make your own arrangements in that respect? _ 
Mr. McGrecor: No. ie : 
The CuatmrMan: Shall item 8 carry? 

_ Carried. 


Item 9 “Medical Equipment”. 
Carried. 


Item 10 “Engineering Facilities”. i 

Mr. Drew: In that case, Mr. McGregor, I notice that this is a very small 
item so it cannot, of course, deal with engineering facilities on a very broad 
scale. What type would it cover? | 

Mr. McGrecor: It covers largely testing and measuring equipment. 

Mr. Drew: Where? 

Mr. McGrecor: Across the system but largely in Winnipeg. 

The Cuarrman: Shall item 10 carry? 7 

Carried. 


Item 11 “Hotel, Restaurant and Food Services Facilities”. 
Mr. Drew: You said item 10, but it should be item 11. 
The CHAIRMAN: Yes, item 11. 

Mr. Fraser: Does that cover cases such as we had yesterday where a party 
of twelve was left over? 

Mr. McGrecor: No. 

Mr. Fraser: It does not cover that? 

Mr. McGrecor: No. 

Mr. Fraser: What kind of thing would come under it? 

Mr. McGrecor: That is an operating expenditure. 

Mr. Drew: That is why I asked the other question. This refers to “Hotel, 
Restaurant and Food Services Facilities”. What facilities does that cover? 

Mr. McGrecor: It would cover the deep freeze equipment we use across the 
system in maintaining our frozen food service. 

Mr. Drew: Which, I might say, is excellent. 

Mr. McGrecor: Thank you, Mr. Drew. 

_ Mr. Drew: It really is excellent right across the country. 

Mr. McGrecor: And it includes the restaurant facilities that we maintain 
for our own personnel. And the word “hotel” is in there because of the lone 
example of hotel service that the company maintains, on behalf of other airlines, 
at Goose Bay, Labrador. 

The Cuarrman: Shall the item carry? | 

Mr. Drew: I notice in that case you estimated last year the sum of 
$45,844.16 while you spent only $12,504.00, so there was $31,000 unexpended 
balance of your estimate; yet your estimate for this year is $13,442.82, and the 
total estimate for this year is so much less than the. unexpended balance of 
last year; what is the reason for that? 
| Mr. McGrecor: Reduction in requirements due to, perhaps, some over ° 

enthusiasm as to the number of deep freeze installations we required and so on. 

Mr. Drew: You have those installations right across the country now? 

Mr. McGrecor: Right across the country now; and in some cases it has 
been found possible to install smaller units than was planned, while in some 
cases it was found possible to eliminate a unit entirely. 
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Mr. Drew: And that might account for a very great reduction in deep freeze 


Mr. McGregor: I would hope so and expect so. 
Carried. 


The Cuairman: Item 12 “Storage and Distribution Facilities”. 
Mr. Grorce: Carried? 
Mr. Drew: What does that include? . 
_. Mr. McGrecor: That includes such things as fire protection equipment and 
cleaning equipment, and items of that type. : 
| Mr. Drew: But the word “distribution” would suggest something other than 
that? > 
Mr. McGrecor: Yes: “distribution” refers to crates and special boxes in 


_ which instruments and engines and so on are shipped from point to point. 


Carried. . 


The CHatrMAN: Item. 13 ‘Miscellaneous Facilities’’. 

Carried. 

Mr. Drew: What does that include? 

Mr. McGrecor: Alterations to premises rented and owned by the company. 
That is the principal item falling within “Miscellaneous”. 

Mr. Mvurcu:. How do you distinguish between this accommodation and 
office facilities? : 

Mr. McGrecor: Under “Accommodation and Offices” are items of structural 
change that we amortize over the period of the lease that is held on the premises 


~ involved. 


ce ee 


Carried. 


The Cuairman: Item 14 “Buildings and Improvements”. ; 
Mr. Futon: Could Mr. McGregor distinguish that from “Hangar and Shop 
Facilities”, and “Accommodation and Office Facilities”? Mats 
Mr. McGrecor: That would be buildings; it would involve buildings other 
than those which would fall under the description of hangars and shop facilities. 
Mr. Fuuron: Give us an example? Would it all be at an airport? 
Mr. McGrecor: In some cases a storage building, and so on. There is a 
very large building at Winnipeg which forms our centralized stores. 
Carried. 


The Cuairman: Item 15 “Contingency Fund”. 
Mr. Drew: What is that fund? 
Mr. McGrecor: That is an item which is put into any normal capital budget 


_ to-cover unforeseen and unallocated items, and the fact that it is an expenditure 


and is shown as complete on this record is simply a matter of accounting 


convenience because any expenditure that is actually made has to fall under one 


Rit. off ? 
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of the twelve categories above. 
Mr. Futton: You do not like to carry over a contingency, so you write 


Mr. McGrecor: Anything spent must be considered as having been spent 


‘In a specific accounting heading. 


Mr. Fuuton: You got rid of your contingency fund, so you must have spent 
that amount? ra . 

Mr. McGrecor: We do not carry over a contingency fund. 
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Mr. Fuuton: I do not understand. I thought it stood at nothing because 
your expenditures last year did not come up to your item of allotment. How 
then did you manage to exhaust your contingency fund? 
Mr. McGrecor: We did not exhaust the contingency fund. 


Mr. Fotuweii: The reason why you have such a good report is because 
you took contingency money and put it into your actual budget figures here? 


Mr. McGrecor: No. The contingency provision in 1949 was $563,000.00, 
while the under expenditure of the budget was $1,800,000. 

The CHamRMAN: Does not the statement say that you have spent your 
contingency fund? 

Mr. McGrecor: In fact, it was simply transferred out of the fund. 

Mr. Fouuweuu: I do not understand that yet. 


The Cuatrman: The statement shows that none of the contingency fund 
has been required, or has been spent. 


Mr. Mutcu: The actual fund shown is nil. 
Mr. Futron: The actual expenditure is shown as being 100 per cent. 
The Cuarrman: No, nil. — 
Mr. Furron: Oh well, I guess I am looking at the wrong thing. 
The CuairmMan: Item 15, does it carry? 
Carried. : 
Mr. Poutior: It should have been voted from a contingency fund. 
The CHarrMAN: You had a question to be answered in regard to “Airplane 
Power Plants”, Mr. Drew? 
Mr. Drew: Yes. Perhaps it could come out under the heading of “Con- 
tingency Fund”, as I would think that some of the expenditures would, perhaps, 


come from there. Are TCA planes used for any of the special flights of govern- 
ment officials? ; 
Mr. McGrecor: No. TCA aircraft, if they are available, are available for 
charter to the government as well as to any other potential customer, 
Mr. Drew: Have they been chartered during the past year for that purpose? 
Mr. McGrecor: No. 
Mr. Drew: Or this year? 
Mr. McGrecor: No. We bid on a charter but we were turned down. 
Mr. Drew: Which was that? 
Mr. McGrecor: That was the round the world flight which Mr. Pearson 


Mr. Drew: The RCAF were able to make a lower bid for that flight? 
Mr. McGrecor: Exactly. 
Mr. Drew: What was your bid for that? 


Mr. McGrecor: I do not remember the figure. It was our regular charter 
rate. 


matter, after all, of accounting. 
Mr. Murcu: If it is a regular charter rate, then it is not confidential. 
Mr. Drew: No, it cannot be confidential. 
The CuatrMaNn: The minister is not here and I am not too experienced on 


this committee. I would rather that the question should stand, unless there 


is some departmental rule. 


Mr. Drew: I would point out in that respect that we obviously have the 


right to know what the expenditure would be for a purpose of that kind. It 


Mr. Drew: Would you check that up and provide the figure? It is a 
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would be interesting to know what bid Trans-Canada Air Lines felt. was 
appropriate to cover the cost of that trip. 

_ Mr. Mourcnu: If it were a matter of a competitive bid apart from the regular 
established tariff, then I might have one view; but if it is a question of the 
company having an advertised tariff rate, then all we need to know is: what 
do you charge for—or what is your rate for chartered trips? 


Mr. Drew: I do not think there would be many requests made for flights | 
around the world. 


Mr. Mutcu: No, but we did have a lot of chartered trips in connection with 
the bringing out to Canada of immigrants. I think you had some interest in 
that, Mr. Drew. 

Mr. Drew: Yes. 


Mr. Mutcu: And I would like to know this: when they bid on a trip, 
they bid at regular charted rates, and those rates are available for anyone? 

Mr. Drew: I think it goes much further than that. I think there are ques- 
tions of plane facilities which would be involved, and special expenditures 
required which would enter into it; and I submit, Mr. Chairman, that it is 
obviously a matter of accounting, a government service, and I think we should 
have a'statement on what that bid was. ah 

The Cuatrman: Mr. McGregor has had plenty of time to think the ques- 
tion over while the discussion has been going on. So what about answering it, 
Mr. McGregor? 
| Mr. McGrecor: Yes, I have no objection. 


Mr. Knicur: I am not interested in this thing one way or another, but 
I cannot see how a rejected bid becomes part of the records of the company. 
The money was not received by the company and it has nothing to do with the 
company’s finances. On the other hand, if the bid had been accepted and the 
money was paid to the company, then I think Mr. Drew would have a better 
case. 

Mr. Drew: I do not think there is anything in regard to the accounting of 
government expenditures which is more regularly subject to inquiry in every | 
department than bids which were made and contracts which were awarded, and 
whether it be in connection with the Department of Public Works, the Depart- 
ment of Transport, or any other department, it is regularly accepted practice not 
only to be informed as to the tender which was accepted, but as to the bids 
which were made. I think it is very important that we should know what bid 
was made in this case by the services which were available for the ordinary 
purpose of checking accounts. 


Mr. Murcu: Would you not care to go a little further, Mr. Drew, and 
indicate to the committee what possible value such information would have in 
view of the fact that the company was not put. to any expenditure other than 
the cost of preparing and submitting their bid, since they operated no service 
for it? | 

Mr. Drew: Since I have been asked to give an explanation, I shall be glad 
to do so. After all, government. expenditures are not divided into airtight 
departments, but are component factors in total expenditures which are under 
the responsibility of the government; and one of the things which should be 
of concern to members of parliament at the present time is the question of 
making sure that every expenditure is made in a manner consistent with the 
most economical practices which would provide the results desired. - . 

In this particular case we know that Trans-Canada Air Lines, with their 
very extended experience in flights overseas, did make a bid. We are informed 
that that bid was not accepted, and that the RCAF received the contract. 
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Therefore, I say it is a proper subject of inquiry, as between departments 


within government control, as to which would have proven the best to obtain, 


and which would be a guide in the future with respect to future trips around the 


world, if such should be contemplated at any time. : 

Mr. Murcu: Mr. Drew has said exactly what I expected and what I hope 
he would say; and with respect I would say that the members of the House of 
Commons are quite properly interested in what the trip cost since it was per- 
formed by the RCAF; and I could think of no more natural source of information 
than to make the inquiry on the estimates of the Minister of National Defence 
with respect to that. 7 
| But since the T.C.A. did not enter into it, I am at a loss—uniless it is to 
provide at some future date information which is not forthcoming from the 
RCAF—but as far as I can see this matter is totally without the scope of the 
inquiry here. I may be wrong, but my personal view is that I cannot see any 
reason for asking for an opinion of what the costs of such a trip should be of the 
officials of the T.C.A. as a measuring stick to measure what the actual cost may 
have been by the RCAF, particularly in view of the fact that the RCAF trips 
of that sort are very valuable as training features in connection with it, and 
apart from this, while it is perfectly natural and desirable that members of the 
House of Commons should desire to know, yet I feel that the proper plate to 
obtain the cost of that trip would be from tthe department which incurred the 
cost, and whether it is too much or too little, or whether it is anything at all or 
not, is solely outside the scope of any investigation into T.C.A. 

The CuatrMAn: After having had the benefit of the opinions of so many of 
the members of the committee on this point, I would be inclined to leave it to 
the discretion of the president of T.C.A. if he thinks he can give his answer with- 


out doing any harm to T.C.A. So, Mr. McGregor, the chair puts all the load — 


on you. | 
Mr. Pouttor: I submit that I do not feel that we should leave the respon- 


sibility for answering the question to the president. We are here to make deci- ~ 


sions and I respectively submit that the opinion of the members of the com- 


mittee should be. asked. 


epbes 


. Mr. Drew: I want to point out in relation to what I said a moment. ago 
that this is not a question of expression of opinion as to what the trip should 
cost. It was a tender by T.C.A. for a particular service on a contract basis; and if 
that tender had been accepted, the service would then have been performed 


according to the terms of the contract. Therefore, there is no question of an 


expression of opinion. The answer would simply determine what this flight would 
have cost if T.C.A. had been given that particular job; and under this situation 
I think it is a question which should be answered without any doubt at all. 

_ Mr. Murcu: Every tender which is made by officers of the company is an 
expression of opinion on their part as to what a reasonable or proper cost of 
that trip would be. And I come back to the point, again, that the trip was 
made and that T.C.A. had no more connection with the trip than did B.O.A.C.; 
and consequently the members of this committee in their capacity as members of 
the House of Commons have every opportunity to decide, upon investigation, 
whether they are satisfied with the expenditures for the trip or not and to make 
such research, after they have obtained that information, for the purposes of 
comparison as the House sees fit. But I think that to expect an answer which 


is designed for comparative purposes is of no value at all, and that to ask the 


president of T.C.A. to make an expression of opinion on a matter which is some- 
thing that the House of Commons would have to decide for itself— ) 


Mr. Fraser: But the president has said that he had no objection to giving ~ 


the figures. And the way I look at it is this: We are sitting here just like the 
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shareholders in a company and our company did not receive this charter. I think 


that any ordinary company would demand that the figure be shown why we did 
not receive it, because if it had been received, then the T‘C.A. would have received 
some money for this trip and would have received a profit. They would not do 
it without a profit. And T.C.A. was in the hole, and I think we should find out 
ways and means of building it up, and find out why they did not get that charter. 
Mr. Murcu: I think Mr. Fraser has presented more effectively than I could 
have done the best arguments for the decision being won for the fon iaeS and — 
not for the president to make. 


Mr. James: There is only one answer we can get here today and that is the 


~ actual bid which T.C.A. put in. We still do not know how much the R.C.A.F. was 


paid for the trip and the whole thing could be settled so easily by placing a 
question on the order paper and when the answer is given all the information 
will be consolidated in the one answer. 

Mr. Harrretp: I would like to know how much the R.C.A.F. under- bid. 


the T.C.A. 


Mr. Povuuior: The thing we are interested in is an actual expenditure of 


- which we either approve or disapprove; and the bid which has not been accepted 
is a different matter. I wonder if the charter would have covered the deficit 


of the T.C:A. 

Mr. Fraser: Did not Mr. McGregor say before that he had no objection to 
giving the figures? 

The CuarrMan: If I may interrupt, for a minute— 

Mr. McGrucor: Yes, I did say it because I said we had quoted our atdnd ata 
charter rate, and that information could be obtained by anyone, ineluding 
Mr. Drew, simply by asking for a quotation for a similar flight. | 

Mr. Drew: If that is so, then this is the place to give it. 

The CuHairMAN: I feel the time has arrived for the chairman to ae as to 
the admissibility of the question. I find myself in sharp disagreement with the 
expressed opinions of many of the members of this committee. I believe Mr. 
McGregor indicated that ihe quoted the standard rate, and I think I would 


_ only be doing my duty if I left the question with Mr. McGregor, and I so rule. 


If the committee wishes to appeal my ruling, they may do so. 

Mr. Pouutior: May I ask Mr. McGregor what was the length and the 
duration of that trip around the world? | 

The Cuarrman: We are dealing with an express question, so let us have an 
answer to it first. 

The chair rules that it is a proper question. It is entirely in the hands of 
Mr. McGregor. Do you care to answer the question now, Mr. McGregor? 

Mr. McGrecor: I have no objection to answering, if I am being asked to 
answer it. 

The CHARMAN: You are not being instructed to answer it, you are being 
given the opportunity to answer it. 

Mr. Murcu: If the committee does not challenge your ruling, Mr. Chairman, 
then the committee concurs in your ruling, and it becomes the request of the 
committee. But with deference I do not think you can go out on a limb all by 
yourself. You have simply pointed out the distinctions and you are leaving the 
question with the committee. The committee does not challenge your ruling at 3 
all and it must take the responsibility for it. 

Mr. Drew: Well then, what was the amount of the tender, Mr. McGregor? 

Mr. McGrecor: The finite was slightly more than $60,000 as I remember it. 

“Mr. Povutiort: Now, Mr. McGregor, what would be the length and the 
duration of that trip? 
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_ Mr. McGrecor: The length was, also as I remember it, in the order of 
22,000 miles, and there were considerable delays at various points where the 
flight, due to its nature, was to be held for the occupants, due to the nature 
of their duties, and those hold-over times were also included in the company’s 
tendered quotation for the charter, and I think there was a total of about 
34 weeks involved for the whole trip. 

_ Mr. Murcu: You charge demurrage on a trip like that? 

Mr. McGrecor: Yes. The aircraft would be out of other earning service. 

Mr. Drew: I wonder if you would confirm the details of that tender, Mr. 
McGregor, the official details of the tender and forward the same to the chairman 
for inclusion in the record. | 
, Mr. James: Would there be a possible increase over and above the contract 
price in the event of a delay or anything like that? 

Mr. McGrecor: Delays caused by the occupants, yes. 

; Mr, James: So it might have reached a figure of $65,000 by the time 
the trip had been concluded? 

Mr. McGregor: Yes. 

_ Mr. Harrimip: Did you run into any other competition than that. of the 
RCAF? 

Mr. McGrecor: Your question would have to be answered at some length. 
It is difficult to say that it is competition. There is transportation carried on 
by the RCAF for other than RCAF personnel. 

Mr. Harrietp: That might come in? 

Mr. McGrecor: That might come in, but we are not sure that it would. 

Mr. Movrcu: And for the most part you would know perfectly well why 
it would not. | 

Mr. Fraser: No, No. You are wrong there. 

Mr. Mutcu: Well, my opinion is worth as much as that of anybody else and 
I have just one man’s opinion having ridden both ways. It is just one man’s 
opinion. 

The CHairMan: Shall the item carry? 

Carried. 

Mr. Fuuron: I did not get Mr. McGregor’s answer to a previous question: 
whether that bid was a confirmed bid or subject to modification if, through 
no fault of the TCA, but at the request of the occupants, further delays had 
been encountered. | 

Mr. McGrecor: It was a firm bid occording to the flight as planned, but 
if there had been a departure therefrom, then the additional cost would have 
been added. 

Mr. Futton: You would have had the right to increase? . 

Mr. Drew: You have answered “yes” to the question as to whether you 
furnished the details of that firm bid. 

Mr. McGrecor: That is right. 

The CHAIRMAN: On one or two occasions when you were being questioned 
by members of the committee, Mr. McGregor, you were interrupted in your 


answers. 


Mr. Drew: There is still item 3 to be dealt with. 
The CHairMAN: Oh, yes, are you ready to carry on, Mr. Drew. 


Mr. Drew: Yes. Now, Mr. McGregor, you recall when we were discussing 
item 3, which embraced “Aircraft Component Equipment”, there was a question 
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as to the—no, I am wrong; it was item 2 “Airplane Power Plants”; and the 
question was raised in regard to the provision of the contract originally for 
the purchase of these aircraft. And now, so that we may have the whole 
of the provisions in front of us, I shall read paragraph 1 of article 23 of the 
contract of the 31st of March 1947. It reads as follows: 

Notwithstanding the provisions in the detailed specification both 
parties agree that it is necessary to improve the exhaust system in order 
to obtain an exhaust noise level satisfactory for competitive scheduled 
commercial air line operations. Canadair will co-operate with the 
power plant manufacturer to develop satisfactory exhaust systems and 

buyer will pay (as an addition to the price of aircraft purchased here- 
under) one-half of all increased costs to Canadair by reason either 
of increased prices paid by Canadair to the power plant manufacturer 
by reason of the change in the exhaust system or by reason of any 
change required thereby in the structure of the aircraft. 


Mr. McGrecor: That was my recollection. 


Mr. Drew: Under that, would you not agree that you are only called upon’ 
to pay one-half of the cost of any changes which are required to improve 
the sound level of the aircraft? 
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Mr. McGrecor: If, as I said, Canadair either in co-operation with the 
manufacturer of the power plant or otherwise developed an exhaust system 
which we purchased; if we developed one system (which has been done) and 
used it, certainly we would not be under any requirements to bear any of 
the costs incurred by Canadair in developing their exhaust system which 
we did not adopt. | 


Mr. Drew: But Mr. McGregor, you recognize, of course, that the purpose of 
these inquiries into the accounts and the various items under consideration js 
that this committee may be put in a position to understand the extent to which 
your corporation is taking advantage of every possibility ; and its contractual 
rights or otherwise to save money. Now, this article 23 of which I have read 
subsection 1 said that it was necessary to improve the exhaust system in order 
to obtain an exhaust noise level satisfactory for competitive scheduled commer- 
cial air line operations. The very fact that the article goes on to fix upon the 
vendor the obligation to share half of that cost leaves no uncertainty as to the 
acceptance of the proposition by both sides, and that it is your responsibility 
shared by the vendor of the aircraft. That being so, it would seem only reason- 
able that no matter what arrangements are made, there should be an arrangement 
made with the vendor which would assure your company of the opportunity to 
avail yourself of that obligation on their part to pay one-half of the cost; and 
if there was a discussion of it, or otherwise, you have developed your own SyS- 
tem. But I am satisfied that there is still a legal obligation on their part, par- 


ticularly by reason of any changes required throughout in the structure of the 
aircraft. : 
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The Cuarrman: It is a rather lengthy question, Mr. Drew, so would you 
please table that document from which you have read so that Mr. McGregor 
_ may have the opportunity of reading it. It is quite different to listen to a quota- 
_ tion read and to have an opportunity of reading it oneself. | 

_ Mr. Drew: I shall be very glad to provide him with a copy of what I have 
read. 


The Cuairman: It will be handed back to you. So would you just table it 
for the time being? 


Mr. McGrecor: I am completely familiar with the terms; but it seems to me 
that Mr. Drew possibly has it in reverse. I think the obligation is on the com- 
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pany under that item and not an obligation on the manufacturer; and whether 
or not it is advantageous to the company, it is very much a matter of question. 
If the expenditure which Canadair might undertake in the development of that 
exhaust were more than double the cost of the TCA expenditure for developing 
a satisfactory exhaust, it would be strongly to the advantage of the company not 
to purchase the Canadair exhaust, or to take advantage of the right to buy half 
of the investment which Canadair had in the development of their exhaust. Am 
I clear? : 

Mr. Drew: No, I do not think you are. When we discussed that same article 
earlier, I indicated that that was a warranty by the vendor to take a share of 
the responsibility in overcoming the noise situation which was regarded obviously 
by the draftsmen of that contract as one which could only be described as being 
a situation that was not satisfactory from the point of view of “competitive 
scheduled commercial air line operations”. And at the time we discussed it— 
that is, before you indicated that the warranty to conduct those inquiries and 
to overcome that difficulty which was contained in this contract had not yet been 
carried out by the vendor company. Now, that being so, I do not see how there 
can be a question about the application of the vendor company to pay to Trans- 
Canada Air Lines one-half of whatever cost is involved in remedying the situa- 
tion which they themselves admitted produced a noise level which was not in 
keeping with “competitive scheduled commercial air line operations”. 

The Cuamman: I take it, Mr. Drew, if I may interrupt while Mr. McGregor 
is reading the article, that as I read the covenant, the covenant is one on the 
part of the buyer to pay one-half of this cost. It may be, though, that under 
sub-paragraph 3 of article 23 whereby Canadair agrees, represents and warrants 
that each aircraft would have an exhaust level satisfactory for competitive 
scheduled commercial air line operations, it may be— : 

Mr. McGrecor: That has nothing whatever to do with the clause which Mr. 
Drew read out, and which he says is a warranty on the part of the company and 
is actually a guarantee on the part of TCA to pay one-half of the cost. 

The Cuarrman: The firm covenant is undoubtedly a covenant on the part of 
the buyer to pay. . ye / 

Mr. Drew: Now, Mr. Chairman, let us get this exactly; I did not read further 
at that point because we have already read into the record the whole of article 23. 

The ‘CuHatrMan: Yes, the warranty part of 3. 

Mr. Drew: Which includes the warranty part, and incidentally in that pro- 
vision, sub-paragraph 3 of article 23 under the heading of “Exhaust System Noise 
Level” contains this unquestionable warranty: | 

Canadair agrees, represents and warrants that each aircraft will have 
an exhaust noise level satisfactory for competitive scheduled commercial 
air line operation. | : 


I submit that under that warranty there can be no question whatever about 
the obligation of Canadair to produce that result and I would remind the com- — 
mittee that a number of these aircraft, if not all of the aircraft now being 
operated by Trans-Canada Air Lines, were purchased after this agreement with 
this warranty in operation, and I submit it is a warranty which in the courts 
would undoubtedly be enforced. ea de 

So for that reason the only question I would raise is as to whether Trans- 
Canada Air Lines should have been paid one-half the cost under the first para- 
graph, because paragraph 8 is an explicit warranty; and therefore I submit that 
whatever Trans-Canada Air Lines expends for the fulfilment of the condition, 
the warranty sets forth that it should be paid in full by Canadair. 

The CuatrMan: A doubt comes to my mind in regard to the warranty — 
contained in sub-paragraph 3 as to whether the competitive feature, whether’ 
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ps or not that date line parallels the date of the agreement. If the sound perform- 
ance of these planes was competitive on the date that the agreement was signed, 


I would think there would be a pias real doubt as to whether the warranty 


would go further than that. 
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Mr. Drew: I am sorry, but I cannot accept your legal interpretation, 

The CHAIRMAN: It is obviously a matter for legal interpretation. 

Mr. Fuuron: I would like to ask a couple of questions which are not terribly 
legal. The sub-paragraph outlined in the warranty warrants that they will have 
an exhaust level; and then, to come back to the first part— 

The Commun: On shat’ question of “Well Being”, their contract is planned — 
under an agreement; and would not that comparative ‘warranty be restricted to 
the date of delivery of these planes and not, let us say, to twenty years hence? 

Mr. Drew: It would be meaningless if that were the case. This was the 
contract under which the aircraft were to be purchased. 

The CuarrMan: That is right. 

Mr. Drew: And this is the condition upon which future deliveries are to 
be made; and if future deliveries were made in relation to the contract which 
contains that warranty, then under that warranty I do not believe there is a 
solid doubt that could possibly exist but that they are held to that warranty. 

The CuatrMan: What date would you suggest as a date on which the sound 


level was to be competitive? I suggested it would be the date of delivery of 


the machines? 


Mr. Drew: And if on ne date of the delivery of the machines it was not 
satisfactory, there is a continuing obligation on the part of the company to pay 
whatever is required to meet that situation. 

Mr. Fuuron: Then, coming back to the other part of the question, Mr. 
McGregor’s contention that the application is one on the part of the air line 
does not, it seems to me, alter the fact that Canadair agrees under subsection 1 
—the vendor agrees—to do the work and provide an exhaust system which will 
result in a satisfactory noise level for competitive scheduled operation. It agrees 
to do that but the air line has to pay one-half of the cost of the necessary altera- 
tions to bring the result about. In other words, if it uses Canadair’s development 
the air line will pay one-half of the cost but if it uses any other development. it 
will pay the total cost. If you take the Canadair proposal you will only pay 
one-half of the cost? 


Mr. McGrecor: Certainly not. How do you know what the T.C.A. cost 7 


will be. As I understand it Canadair has twice as much invested in their develop- 
ment as we have in ours. That is the point I am making. Whether or not we 


should pay half of Canadair’s development cost depends upon the relationship 
between their development costs and ours. 


Mr. Futton: When you come back to relating that fact to their warranty, 
if the airline can say that Canadair could develop and should have developed 
a system at a cost along the lines you recommend to them they cannot charge 
you more than that under their warranty? 

Mr. McGrecor: The warranty definitely says that they will do the work 
of developing an exhaust system but it says peer that if and when they do 
we will pay one-half of the charges. 


_ Mr. Mutcu: In the first place this is developing into a legal arene to 
discuss interpretations. Some of us on the committee are not lawyers and even 
the chairman has not reached the eminence of a judge. I have never found that 
legal advice which I got for nothing was particularly valuable, so, would it not 
meet the purposes of the committee if the committee instructed the president to 
examine into the legal implications of the contract and to determine afresh 


556 | SESSIONAL COMMITTEE 


whether there is a possibility that some substantial saving may be made? This 
committee cannot decide whether the interpretation given by Mr. Drew is correct 
or whether the proper interpretation is that of the president. 

Mr. McGrecor: I think Mr. Mutch you are entirely correct in your views. 
-[ think it boils down to this. If it is of any benefit we will gladly assure the 
committee that T.C.A. will do whichever is cheaper for the company. If bearing 


half of the development costs of Canadair is cheaper than establishing its own | 


exhaust system that will be done—whichever is Felau ee will be done within the 
_ tegal rights of the company. 

Mr. Mutcu: If you discover that by developing your own system you save 
money as compared with paying half of the Canadair development costs—and 


the legal branch adopts the same interpretation of the contract as that given by. 


some of the committee members—then you will go after the cheaper procedure. 
Mr. Drew: There is a very, very simple proposition here. It does not 


require that one be a lawyer to understand what the effect of this article is.- 


The first part of subparagraph 1 is a very fair undertaking on the part of 
Canadair to co-operate with the manufacturer to develop such a- satisfactory 
exhaust system as is required. Under the law of warranty, if there is a warranty 
to perform a particular service and to provide a satisfactory solution to a diffi- 
culty that is under consideration, then, if the party who gave the warranty does 
not comply with it, the other party is in a position to meet the condition and to 
charge the cost of it to the person who gave the warranty. In this case, if the 
vendor company has not been able to do what it undertook to do, and it becomes 
necessary for T.C.A. to develop their own exhaust system to meet this condition, 
then I am satisfied that it is the duty of Trans-Canada Air Lines to take the 
appropriate legal proceedings to collect every cent of the expenditure they are 
called’ upon to pay. The provision that Canadair would only undertake to pay 
one-half is if they did it themselves. The co-operation was not between Canadair 
- and T.C.A., the co-operation was between Canadair and the manufacturer of 
the engine. Now, if they fail to carry that out, Trans-Canada can resort: to the 


warranty in subparagraph 3 and collect every cent that they have been called 


upon to spend to meet that condition. 

The CHAIRMAN: If your argument is correct can you explain to me why 
there is an express covenant in subparagraph 1 that the buyer shall pay half 
the cost— 

Mr. Drew: Because they were going to work out that with the manu- 
facturer of the engine. 

The CuarrMan: I very much doubt that it is as you are saying, when there 
is an express covenant that T.C.A. must pay half of the cost. I do not think that 
the warranty is anything like that wide. 


Mr. Moutcu: This is not a matter which can be resolved by the committee. 


If Mr. Drew’s interpretation is correct, he has performed a very useful purpose 
this morning in pointing out a matter in which some money can be saved; how- 


ever, ultimately, if a conflict of opinion persists it must be settled in some ‘court. 


We do not have to be lawyers to understand that contracts and laws do not 
mean what they say in English but rather what some judge interprets them to 
mean, and we cannot further the position very much by continuing to disagree. 

Mr. Drew: At times we all agree with the very old saying that “the law 
is an ass”. In any event, as Mr. McGregor, the president of the air line has 


heard the views expressed, and as he has the legal services available to him, 


I suggest that he have this matter examined and that he take the appropriate 
action in accordance with the advice he receives. 


The CuarrMAn: Mr. McGregor, I started off to ask you a general question 
which I would like to finish. During the course of the inquiry on several occasions 


asked: 
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_ your answers were cut off by interruption. Have you any general statement of 


any kind that you would like to make and, in connection with that, I would 
like especially to ask if you have any comments to make with regard to the rate 
which T.C.A. is receiving for the carriage of mail? 


Mr. Fuuron: There were no interruptions while that question was being 


The Cuamman: It was a hodge-podge—a question would be asked but we 
would go off on something else. I just wondered if you would like to have a 
summing up. 

Mr. McGrecor: Mr. Chairman, there are only two things which I can think 
which require comment. Both have to do with a statement made by Mr. Fulton 
and some remarks that he made immediately prior to the noon recess yesterday. 
They were incorrect and at variance with the evidence that has already been put 
into the record. | 

Mr. Futron: What evidence do you refer to? Have you located it in 
the report of the proceedings? 7 

Mr. McGrecor: I refer to volumes 5 and 6 of the record. Yesterday you 
made a statement that the Air Transport Board set T.C.A.’s rates and you 
found it surprising that they should perform that function without being 
acquainted with T.C.A.’s costs. The correction required there is of course that 
the Air Transport Board does not set T.C.A. fares and rates, and that has been 
stated in the previous records. They approve or disapprove as the case may .be, 
of T.C.A.’s submissions as to the fares which it believes should be in force. 

The second thing had to do with statements made by Mr. Cooper which 
you quoted as being that Mr. Cooper had said T.C.A. was carrying the mail 
below cost. Mr. Cooper, and I was sitting immediately beside him, did not 
make that statement in my hearing. I think, Mr. Chairman, it would be well 
to have those two corrections recorded. 


Mr. Furtron: What statement did Mr. Cooper make, or what is your 
interpretation of the statement Mr. Cooper made, or your hearing of. his 
statement? 


Mr. McGrrcor: As I remember it Mr. Cooper was talking about the 
accumulated deficit that had been recorded by T.C.A. in its twelve or thirteen 
years of operation. He stated there were several things which did not appear 
here as credit items against that accumulated deficit and he listed the $3,500,000 
of insurance reserve that had been built up, the $2,500,000 represented by 5,000 
trained personnel; and several other items. He also referred to the service that 
T.C.A. had rendered to the post office beyond its remuneration. I do not 
remember his exact words but I certainly know that he did not say, and would 
not have said, that T.C.A. was carrying mail below cost. 

Mr. Hatrrerp: What did he mean by that statement? 

Mr. McGrecor: He did not make it. 

Mr. Harrietp: What did he mean by “beyond renumeration’’? 

Mr. Mutcu: That they were being underpaid. 

_ The CuarrmMan: May I read into the record what. I believe is the state- 
ment to which Mr. McGregor refers. I am reading an answer by Mr. Cooper, 
reported at page E-2 of the typewritten proceedings of yesterday morning. In 
part it is “and I take the view as well that, to some extent, some of the money 
which the government has advanced towards the deficits of the Trans-Canada Air 
Lines has been turned back to the Post Office Department for the carriage of 
mail at less than the rate we think we should get.” aN 


Mr. McGrecor: That sounds like it. 
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_ The Cuarrman: That is not “less than cost”; it is less than the rate they 
should get. ; | a 

Mr. Fuuton: I am quite satisfied. | | 

Mr. Drew: Well so that we will have it clarified, are you actually carry- 
ing mail at a loss at present? 

Mr. McGrecor: It is impossible to answer that question factually. The 
mail we carry is carried as part of the composite cargo. If you say that the 
aircraft would fly anyway and the space in it which the mail occuples would 
be there in any case and therefore the company is paying no additional cost 
by carrying the mail, then you may say it is carried at a profit. If you say, as 
you should, that some proportion of the cost of operation of the aircraft, weight- 
wise and otherwise should be charged to the mail the position is different. You 
should take into consideration the fact that the actual schedules on which we 
operate are to a degree influenced by the post office; that flight times from major 
centres are designed for convenient pick-up. That isa very massive calculation 
and the result would depend upon the amount of cost which you would assess. 
in respect of these various items, and upon other completely judgmatic decis- 
ions as to the proportion of cost to the company attributable to mail. | 

Mr. Fuuton: It is a fact, as I understood from your earlier statement, that 
you are carrying mail for the Post Office Department at a rate considerably less 
than you consider adequate in view of the amount of mail that you are called’ 
upon to carry? | . 

Mr. McGrecor: That is correct, and furthermore at rates which I also said 
were less than those which are paid to air lines of a comparable size in the 
United States. 3 

_ Mr. Fuuron: I am satisfied with the correction or reference to the record | 
as to what Mr. Cooper actually said because the point I intended to make is that 
T.C.A. is called upon to carry mail under circumstances to which you have just 
referred. With reference to your Air Transport Board suggestion, I agree with > 
you that there was an inaccuracy in my words when I said that the Air Trans-- 
port Board sets the rates. I should have used the words “approves the tariffs 
submitted”. I hope you will confirm your earlier answer which I find in the 
minutes of proceedings of volume 6 at page 409. In answer to my question on 
the figures you produced to the Air Transport Board when you ask for their: 
approval of tariffs you said “—I think the Air Transport Board, as I under- 
stand it, in the ratification of our proposals on fares, base their considerations - 
principally on the need of the public.”’ A little later you said “I do not think 
the Air Transport Board are interested in the efficiency or ineficiency of the 
operation.” 

Mr. McGrecor: Correct. 

Mr. Funron: Would I be correct in saying that the Air Transport Board 
does not approve or otherwise of your tariffs on the basis of what it costs you to 
operate any particular service? 

Mr. McGrecor: Correct. | \ 

Mr. Drew: I think it is a question of refinement of terms but I must say 
that I cannot entirely agree that they do not fix the rates. Is it not true that 
T.C.A. make an application to the board for the approval of schedule rates? 

Mr. McGrecor: Correct. ae 

_ Mr. Drew: The board either disapproves or approves. If they disapprove, 
the matter is not left up in the air and you must make another submission, and | 


you must do that until they approve of the rates you set forward? 
Mr. McGrecor: The condition has never arisen. 
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: ; Me Daw: Whether the ahs ae arisen or not, : would be the decision 
i of the Transport Board in the end—whether they would agree to the rates you 
5 submit? | 
_ Mr. McGrecor: ‘Certainly we cannot file a tariff ad Hc it if it is not 
: approved iby the Air Transport Board. 
Mr. Drew: Yours is the submission, but the Air Transport Boa itself — 
fixes the level, in effect? 
3 Mr. a ceernnee I do not see how it does. You are oh ees that we experi- ; 
_ ment with the Air Transport Board and our submissions until we get one which 
q they approve. We might start off in the wrong direction— ! 
a Mr. Drew: Do you go to them first and ask what it should be? 
a Mr. McGrecor: No. 
i Mr. Drew: You make a submission? 
Mr. McGrecor: Yes. 
Mr. Drew: And by that process they exercise their discretion, and the result. 
is that what is contained in your submission becomes the fixed rate? 
& Mr. McGrecor: If they approve it becomes the fixed rate—but that does 
' not mean that they fix the rate. 
y Mr. Drew: It is a refinement of terms that we might leave to the dialectic- 
a -_ians; but the position is quite clear. 
q ‘As to the first part of what I said, T.C.A. received $6,000,000 last year for 
_ the carriage of mail? 


Mr. McGrecor: Are you talking about the whole system, including the 
4 TransAtlantic surcharge? 


a Mr. Drew: I actually have before me the figure that was given to the Senate 
- committee on Railways and Canals, and the reply given by Mr. Turnbull. 


Mr. McGrecor: That would be an all-inclusive reply. The figure under the ~ 
7 _ interim agreement which T.C.A. receives from the post office is $5,400,000 in 
Be spect of “the carriage of domestic mail. 


Mr. Drew: What do they receive for the carriage of mail overseas? 
Mr. McGrecor: That depends entirely on the amount of mail. 
Mr. Drew: What was it last year? 

Mr. McGrecor: The amount was $1,166,287. 
Mr. Drew: The total for all mail carried would be the sum of those two. 


_Mr. McGrecor: That is right. 


Mr. Harrretp: How does the rate you charge compare with wee the railway a 
4 charges for the carriage of mail? 7 


| Mr. McGrecor: Well we have no basis of comparison. We carry all the 
- mail we are given, domestically, for the $5,400,000. I do not know what the rail 

q arrangements are—but I do not think they ‘work on a weight basis. They put on 

_ a-mail car on one train and perhaps only half the space on another train, and 
so on. 

g Mr. Drew: Well, Mr. McGregor, what amount are you asking for now? | 

Mr. McGrecor: $520,000 a month. 

=) Mr. Drew: What is the figure included in your estimate for mail? 

' Mr. MoGrecor: We have used the figure that we are presently receiving. 

» | .Mr. Drew: You mean the exact figure or the combined total of last year’s 
"receipts? 
‘Mr. McGrecor: Yes, the exact figure for North America. 
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Mr. Drew: I am referring to a Canadian press despatch of March 29th | 
reporting on the hearing before the Senate committee and I find that Mr. Turnbull © 
_ used the expression “that the Post Office Department thought the proposal now | 
before them exorbitant”. What have you to say on that? eh fe. | 

Mr. McGrecor: I heard Mr. Turnbull express that opinion before another 
gathering. ; 

Mr. Drew: Do you agree with it? 

Mr. McGrecor: No. 

Mr. Drew: What would be the result in dollars and cents? 

The CuatrMan: It would be $840,000. i 

Mr. McGrecor: $70,000 more than we are getting. 

Mr. Drew: Yes. 

Mr. McGrecor: $70,000 more per month. 

Mr. Drew: More for the combined services? 

‘Mr. McGrecor: No, $70,000 a month more with respect to the carriage 
of mail in North America. 

Mr. Drew: Would that affect the carriage of mail outside? 

Mr. McGrecor: No, other than to the States. 

Mr. Murcu: That is by weight? | 

Mr. McGrecor: No, for simply all the mail they give us. 

Mr. Murcu: A lump sum? 

Mr. McGrecor: Internationally it is by weight—the domestic arrangement 
would have no effect on that. 

Mr. Murcu: All you can say on that is last year you carried so much | 
but your request is for $70,000 a month additional a month, domestically? 

Mr. McGrecor: That is correct. oe 

Mr. Drew: The arrangement, as I understand it, and which you outlined. 
at an earlier meeting of this committee is that under the contract you have 
with the post office you carry all first class mail by air—in those cases where 
that will give a quicker delivery than rail carriage—is that correct? 

Mr. McGregor: Not quite correct. We carry all the mail we are given — 
by the post office. It is entirely their decision as to what proportion of the — 
total first class mail we are given. It is their decision as to whether it moves 
more quickly or whether it is advantageous, and so on. 

Mr. Drew: I do want to refer back to one thing, because the answer 
given in regard to that did come after you had made your statement in regard _ 
- to the carriage of mail. When Mr. Turnbull was before the Senate he was _ 
being asked about the carriage of newspapers by air and he was asked if 
they could give this service at the ordinary rate and then he replied, according 
to the Canadian press despatch, “We are not in any position, certainly not — 
at these prices, to give publishers the benefit of a luxury service’. I understood 
the answer given here was that the rates being received for newspapers are 
precisely the same rates as for ordinary delivery, is that not so? 

_Mr. McGrecor: No, that is not so. ) 

Mr. Drew: Is it a rate that is fixed particularly for air delivery? 

Mr. Harrtetp: It is an express rate. | j 

Mr. McGrecor: Yes, there is an air carriage newspaper rate—it is an _ 
agreement between the air carrier and the newspapers. Just to follow that ‘ 
up it has got nothing to do with the post office. ee 

Mr. Harrrerp: It is an express rate. 
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Mr. assis Vou ke that By ceurent Moparately in the case of news- 


: & papers—with the publisher in each case? 
qa Mr. McGrecor: Yes, and there are many other things hike it. 


a Mr. Drew: Does that have any effect on the availability of space for the 
carriage of ordinary mail? 

q Mr. McGrecor: No. 

! The Cuatrman: Now, we are trying to clean up, if we can, with this 
- sitting, and’ I wonder if you have any answers to questions which are now 
ready, Mr. McGregor? 

q _- Mr. McGrecor: Yes. We were asked for the forecast of seat miles, passenger 
_. miles and passenger revenue for 1950 by months—North American and Atlantic 
_ services separately, and also the same statements for 1949. 


TRANS-CANADA AIR LINES 


4 Forecast or Seat Mites, PasseENGER Mines AND PAssENGER REVENUE 
q (1950 by months) 
a AtLantic SERVICES 
q aft tc Seat, Passenger Passenger 
Miles Miles Revenue 
) $ 
MR SE Ci yy Ee ABA RES NR Ure SL Aide Cigale 8,402,000 4,733,000 355, 000 
Me UI 2 VR SOONER eel Dre MMG AURAL: CMA Ae Chins yop Sy SHY SA SR Ny POL aE EO 8,078,000 5, 141,000 385, 600 
BS VE ATCT Men Ps a Ge ten tone Sc Ab CEI CL GRIME DN. Wie 3a ONSET NRE Py MO ALN 9,321,000 6,820,000 511, 500 
ott 20s gh) EOS Ri EPMA SY ae A ORR 5a AN ac a a A i 12,190,000 8, 266, 000 620,000 
1G ge a a NORGE ASR Ge ie PUM ER WS ALT UE teh 0 710 nc EP Se 10,867,000 7,362,000 589,000 
a BROS tk cake hots PTC Avaulie oer Rh ae aaa Mea eae ea) Gi) rats 12,432,000 8,601,000 774, 100 
a TRVT, oN ANCE ROE A (iare OM Reps LOREEN NES ©: aK CMS AOC, AO Ie HE 12,996, 000 10,050, 000 904, 500 
PAO ti 300 ig dic Hea Wa aclahy) chain EIEN CAS ORNL RE VAI SND 13,045, 000 9, 433, 000 849,000 
‘4 ME DLOLIIDED ee diss siete Te Pa els SN Me oN CART TARA AI ae a, a a 12,780,000 8,604,000 774, 400. 
a a eS UI A eae ADRS DEC T Veh a a Dy? ee Na 10, 965, 000 7,279,000 618,700 
a November.......... ee tah Lil MES WEE MEME TREE U iT Nieh, Ugur apy aed MY 8,988,000 4,950,000 396, 000 
aOR Ae oe ee les ae cial a Mata IR LA Vikeen Hala Uc da ek a Us ~ 10,103,000 4,866,000 389, 300. 
, os NY Chi | MOS RES. 5 Rgds eae MP ct IEE a 130, 167,000 86, 105,000 7,167,100 
P : TRANS-CANADA AIR LINES 
| ForeEcAST. OF Seat Mites, PASSENGER MILES AND PASSENGER REVENUE 
(1950 by months) 
NortH AMERICAN SERVICE 
pesaey ie Seat Passenger Passenger 
Miles Miles Revenue 
4 4 (ei $ 
q MIRE OT Ae Re ete oa: cae Wanted eet Mahi dnt 2) mR a AO 41,498,000 20,905,000 ° 1,317,000 
a MAD Tes el 0.5, een BUMS eek gon tet Nake TN LS, og canes 37,558,000 | 19,175,000 1,208, 000 
me March....<%. Shy ea hah seh, AM AUN er Rion EN Ln A 41,913,000 23, 603,000 1,487,000 
a. SEIN eee ane EET ect Soc = lc ACEI And eet ERP EN ect) ade Moet rele atau Ns ai td 44,198,000 26,619, 000 1,667,000 
IA BIEN A elias, sic vic Wae Wik Sa tere eae PN nna fate ude BPS a: pret ada bs 49,715,000 32,615, 000 2,120,000 
A ROSS NE ORIYA A east aes mW Le NS MIR ek TY MD Beak at ance aN aOR Ope A 52, 256.000 37, 969, 000 2,468 , 000 
ee Pa Gia” La a ave Cal RPMI is NES UCE aM a RD any Ue eS ge ant A 53, 541, 000 38, 800, 000 2,522,000 
i RTRs i iat SLO ky RN ee BR Rests Set a Nee Bie nk! de 53,541,000 39,015, 000 2,536, 000 
a OCR OCT a, iaie i tie ee CRUE WIS harks DENN erp a Ag 51,796,000 38,754,000 2,519, 000 
“Ges Lal ao) ng REDD, Jatin Orgs co 6 cel. LM RUS SER at EAS aR SU 46,873,000 32,921,000 2,074,000 
ke RAYON 7 cite AN Lid hd A rds Pancake W awct iter tts 48h hietie adorns este 41,681,000 26,175,000 1, 649, 000 
‘i POT OLILIIOY TAG Abs eck te eRe aA Ge shit (COO aig aah 42,512,000 26,000,000 1,638, 000 
e ATE LOMO ee Ns Oe Anh eae ne leh san abaya AUT, ty Nie 557,082,000 | 362,551,000 23,215, 000 
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TRANS-CANADA AIR LINES 


Forecast oF Seat Mines, Passenger Mites anp PassENGER REVENUE 
(1949 by months) ark 


ATLANTIC SERVICES 


ana Seat Passenger Passenger 
Miles Miles Revenue 
| | $ 
ENN WRG ORS Rance a Re MDL Leaky A LORY a kate bn 11,852,000 5,356, 000 401,700 
RO RIR UNE Veen rave UIE me a canal Ul! uct Gra EUR YE ean. dea ay Meike a ae Rani ty 11,305,000 5, 120,000 384, 000 
RCO ieee |. PS. FRE ay Re PE ne gd ag PPLE oy teks Re 12,427,000 |. 7,273,000 545, 500 
DE en res SOON Mts 4c AR ian, rT Rc CER Oe EEN) Nab inten vom Bl ’ 13,053,000 7,930,000 634,400 
VA CARs Rowden gin. RT og ti, ay ar Ce Onn ds Olean Haare ue ape He A eta 13,746,000 7,743,000 658 , 200 
LINES es A NS aL SUE reser NTR POU eek NRG 17, 267, 000 9,610,000 816,900 
SUD Has LOC EAD SERPS ESOS tir oedaa ET Aen Re as EEE IP NUT GaN ec 17,793,000 9,855,000 887,000 
PRU CAIN te ee Neca. eis, eta gain i! Mcrae ee SIE en ROU ar ee 16,719,000 9,649,000 868, 400 
BAP UCT ET ORCA e eS GR A AN Liat ih ae 25. Call ME, 98) AN lat pit USNR a 16,346,000 | 9,796,000 881,600 
RETO EE te ids ay Ra hene eit aD) Sea IRE LUE SRI ROUT Sa ciate 11,386,000 7,435,600 632,000 
ta, Hep ASS) 22 paiva ne Ce tie Ue ore ea NR 9 Min Che it Ment Na Ty iin at 10,095,000 4,882,000 390, 600 
December.......: CGA SOR RANE Varia BAN MEN ot ete el, Mika lo. aia Dah 10,594,000 5, 106,000 408, 500 
PaO Oe medial CU anne et de Ny uaa GiB RO Suan | ed 162,577,000 89,755,000 7,508,800 
TRANS-CANADA AIR LINES 
Forecast or Seat Mines, Passencer Mines AND PasseNGcER REVENUE 
(1949 by months) 
NortH AMERICAN SERVICES 
Seat Passenger Passenger 
Miles Miles Revenue 
$ 

LG 9 NR A UE GSO ML aA ES RO MN 9 a 31,800,000 18,310,000 1,062,000 
Sig Fg IM Are SA Do Rea a Re gL de Ue NT rc eA 28, 933,000 16, 641,000 965, 200 
TESS) VOM Real Re as eR nD EY Ye ee Ma Dd te 32,814,000 19, 238,000 1,115,800 
HN) 07 978 1 Naat OS a ERE CLINE Dh 2 ab OR Rh aon ag al a 33,301,000 22,300, 000 1,449, 500 
BY EN Clot Ae OLR RON ge ll EIR A, AN ail oS ae aia Mele dyes 42,670,000 27, 908, 000 1,814,000 
LOU SAR INS NOOR ERORONG COOTER RE a aS RR ON aod cuMmelne Ur Gee ann EAA 42,075,000 32,289,000 2,098, 800 
eR ty Li tay in We TG ee RM Oe Nae iy TAMAR ell 44,105,000 33,487,000 2,176,700 
PCE aM Oi Weigh act A pete eek on ane a ae Ean 44,262,000 34, 169,000 2,221,000 
DOME MEM er CAH. UNE Dn | MA) el) aR IO Megs i Be A re Ss 42,524,000 32,449, 000 2,109,200 
AUG TONS HIRE TSE RA Natalee AE Ace eases DUR RL a Sea hd 40,705,000 30,083, 000 1,805,000 
MON Ont et oe), yd vara EAN a Me Fe ER a heer pea ae Garena 38,010,000 25,800, 000 1,548,000 
TUES SAT eT Oe A RCRA Sa Le RPT aR UMTS iy MENTE oR PN 40,152,000 23,733, 000 1,424, 500 
RRO ict at Winey ice SL welen ho So ang eave BO a bee Unie Tage i cae 2 2 461,351,000 | 316,407,000 19, 789, 700 


The Cuairnman: Mr. Drew, are you now content to withdraw your motion 
in regard to the production and attendance of the other two witnesses? 


Mr. Drew: Oh, no, no. I have certain further questions to ask of Mr. 
English—they will not take very long. | 
The CHamrMan: Perhaps we had better adjourn until 4 o’clock. 


Mr. Murcu: Could we make an adjustment there? It will be most incon- 
venient for some of us because there are other committees sitting. Could we 
meet at 8 o’clock tonight? 


Mr. Drew: Just before we leave this, Mr. Chairman, I would ask Mr. 
McGregor, in reference to the 1949 figures of seat miles and passenger miles 
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and passenger revenue for both Atlantic service and the North American service, 
whether the actual figures have already been produced? 

Mr. McGrecor: I believe so. | 

Mr. Drew: If, for any reason they have not been requested they can be 
given? 

Mr. McGrecor: Yes. 

The CuamrmMan: Let me have a motion with respect to when we next meet. 

Mr. Fraser: I would move that we sit at 8 o’clock tonight. 

The Cuairman: Perhaps Mr. Drew and Mr. Fulton would indicate whether 
we would be through and complete our work in one sitting? : 

Mr. Drew: I feel sure that we will complete it in another two hour sitting 
in so far as Mr. English is concerned and in so far as any supplementary ques- 
tions are concerned which would apply to Mr. McGregor. There is the question 
of the motion to be dealt with. In any event, we cannot proceed with the people 
concerned—unless Mr. Seagrim and Mr. Bain are here. 

Mr. Fuuron: In other words, with the witnesses who are here, we should 
be able to finish in two hours and then it will depend upon the disposition of 
the motion. 


The CuarrMan: All in favour of adjourning until 8 o’clock? Until 4 o’clock? 
The 8 o’clocks win. 


The meeting adjourned to meet again today, Tuesday, April 25, 1950 at 
8 p.m. | 


EVENING SESSION 
The committee resumed at 8.00 p.m. 


The CuHarrMAN: Gentlemen, we have a quorum. Are there any further 

~ questions of Mr. McGregor or Mr. English? 

Mr. Drew: Just for the purpose of the record, I would like to ask Mr. 
English a couple of questions. Mr. English, do you hold a corresponding position 
with the Canadian National Railways? 

Mr. ENncuisH: No, sir. 

Mr. Drew: You are entirely with— 

Mr. Eneuisu: Entirely with T-C.A. 

’ Mr. Drew: That is all. 


The CuatrmMan: Well then, we have your motion next, Mr. Drew. 
Mr. Drew: Mine is a motion— 


The CuairMAN: An amendment to the motion for concurrence. We have a | 
motion for concurrence moved by Mr. George and an amendment moved by Mr. 
Drew that Mr. H. W. Seagrim and Mr. James Bain be called before the . 
committee. Are you ready for the amendment? 

Mr. Drew: Just before you put the motion, I would like to point this out 
without any elaboration. At the time Mr. Gordon was giving evidence 
he made a statement which seems to me might be generally applicable, having 
regard to the fact that this is a wholly owned subsidiary of the C.N.R. I will 
just quote from page 8 of the minutes of proceedings of this committee: — 

We have come here frcm the Canadian National Railways equipped, 
I hope, to answer any question on matters which the members may be 
interested in; and I may say that we regard this committee as being the 
representatives of our shareholders, who, of course, are the -citizens of 
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Canada. Now, I just want to emphasize that we hope our officials are 
equipped to deal with any questions which may arise, but if there are 
questions on which we have not the right answers at once I can assure 
you that we will be able to answer them on very short notice. 


I would point out that the two men whose names are mentioned are officials 
—one being the director—and I am using the titles by which they are described 
in the records of Trans-Canada Air Lines—as I say, Mr. H. W. Seagrim is the 
director of flight operations and Mr. James Bain is the director of engineering 
and maintenance. I point out that these are the men who have direct knowledge 
of those two aspects of the work of Trans-Canada Air Lines, and who go into 
the basic problems which involve the major costs of the operations of this line. - | 

While I am sure that ‘Mr. English has answered very fullly every question 
that has been put to him, he has indicated very frankly that these matters are in 
some cases dealt with before coming to his attention and he would only know 
of them afterwards. For that reason I ask that these two men be called so 
that they may answer the appropriate questions with respect to the matters 
before them at the time when they made the decisions mentioned. 


Right Hon. Mr. Hows: With respect to practicability I am sorry to say that 
Mr. Bain is in bed suffering from a dislocated disc in his spine and he wilt be 
there for another two or three weeks anyway. If you want Mr. Bain to answer 
questions, the committee will have to adjourn to his bedside. As far as Mr. 
Seagrim is concerned, he is the manager of flight operations and it is impossible 
to take both Mr. English and Mr. Seagrim away from the line at the same time 
and have the line operate at best efficiency. If Mr. English has answered all the 
questions that have been asked I cannot see what more is required. If you have 
other questions and Mr. English cannot answer them then that might be a 
reason to get someone else. 


Mr. Drew: I am sorry to hear of Mr. Bain’s sickness and I would not sug- 
gest for a moment that any thought should be given to calling upon him to give 
evidence if he is laid up in bed. However, I would point out in regard to Mr. 
Seagrim, that he is in charge of flight operations and that Mr. English has 
very frankly stated that in connection with some of these matters about 
which he ‘would ultimately know the facts, the man who would make the 
decisions and issue the instructions would be Mr. Seagrim. Being the man 
who is called upon to make the decision without consultation, I believe Mr. Sea- 
grim has the direct evidence that we should hear. 


Right Hon. Mr. Howe: Why not try the questions on Mr. English and if 
he knows the answers that will save some trouble? 


The CuarrMan: That is what I understood that you had agreed to do, Mr. 
Drew, I will refer to page AA-4 of the Minutes and Proceedings of yesterday. 


Mr. Drew: Since it has been suggested that Mr. English is in a posi- 
tion to give information, I believe the committee might better determine 
whether the motions should be made or not after we have heard Mr. 
English’s evidence, because his evidence will determine whether or not 
he has in fact all the information. : 


Now, as far as I recall, Mr. Drew, every question you have asked has 
been answered. 


Mr. Drew: It has been answered but not with direct knowledge of the 
circumstances which led to the particular situation. There is no difficulty about 
recognizing the situation. Certain officials have certain problems to deal with 
and they are the ones to whom the information would come and they make 
the decisions. In the case of Mr. Seagrim he is the one who is director of 
flight operations and he is fully informed as to the circumstances affecting 
flight and the instructions that should be given. 
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Mr. English in his capacity learns second hand from Mr. Seagrim the 
result of his decision. He only learns of the flight operations from the bulletins 
that are issued after the decision has been made, and he has very frankly stated 
that he did not know until some time after of certain of these flight operation 
bulletins. Obviously the man who knows best about those circumstances 


- and how they came about is Mr. Seagrim and that is why I suggest that he 


be called. 

The CHatrman: I understand that Mr. English knows of all orders of any 
consequence. 

Mr. Drew: The evidence is quite clear. He stated that he was not con- 
sulted—the bulletins would be forwarded to him and that he would not 
necessarily examine them although, in certain cases, they were brought to his 
attention at a later date. : 

In any event Mr. English is not the man who would be called upon to 
make the decision in the light of the circumstances which ¢alled for the 
particular decision and, with all due regard for him in the circumstances, 
although he answered every question put to him, it is perfectly obvious that 
he is not in a position to give first hand information in regard to the situation 
which led to the particular decision. © 

Right Hon. Mr. Hows: Do you want to say something, Mr. English? 

Mr. EncuisH: I was just going to say that what I stated is that on matters 
of any importance I would be consulted before the decision was made. If it 
was Just a routine day to day affair I would learn about it afterwards. 

Mr. Drew: I am quite prepared to let the record stand as it is, and I am 
quite satisfied that the record supports what I have said. 

The Cuarrman: Mr. Drew, if there is any further information you would 
like to have in regard to operations Mr. English is here; why not ask him? 

Mr. Fraser: Mr. Chairman, has it not always been a rule that when 
someone asks that so and so be called before a committee of this kind they 
are called if they were an employee of the company? 

Right Hon. Mr. Howe: No, sir; it has never been done. 

Mr. Murcu: In my time, and speaking of what Mr. Fraser has just said, 
the usual practice has been to get the information through the usual chain 
of responsibility from the officers of the company. I have been on committees 
as long as anyone here I think, and I have never known it to be necessary 
in the past to go behind the officials of any corporation called before this 
committee for further information, even on those occasions when the officials 
have been supported by their technical experts. 

Right Hon. Mr. Hows: I have been on every committee since 1935 and 
if a senior officer is here the senior officer gives the information. 

Mr. Mutcu: That is what I was trying to say. 

Mr. Drew: Mr. English is the vice president in charge of operations; Mr. 
Seagrim is the director of flight operations and I should think that the title 
would indicate that he is an official of the company. It was quite clearly 
stated that officials in the ordinary course of events would be called, and I was 
asking that he be called in that respect because it is quite clear that the vice 
president in charge of operations is not the man directly in contact with the 
facts on which decisions would be taken in connection with flight operations. 
As has been stated Mr. Seagrim is the director of flight operations— : 

‘Right Hon. Mr. Howe: Mr. Seagrim is not the director of flight operations, 
he is the general manager of operations. Hk 
-- Mr. Drew: He:signs himself as director of flight operations. 

Right Hon. Mr. Howe: Not now. 

Mr. Drew: I beg your pardon? 
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Right Hon. Mr. Howe: What date is that? 

Mr. Drew: February 14th. | 

Right Hon. Mr. Howe: It has been changed since that date. 
Mr. Drew: What is his position now? 

Right Hon. Mr. Howe: General manager of operations. 

Mr. Drew: I should think that manager of flight— 

Right Hon. Mr. Hows: General manager— 

Mr. Drew: I should think that he would still more be an official. 


Right Hon. Mr. Hows: He is an official senior to other officials but ] junior to 
Mr. English. If Mr. English has to get any information from him I know that 
he will do so, but I think that Mr. English can answer the questions. 


Mr. Drew: Mr. Howe, no one knows better than you that the most senior 
officials in the company are not the ones in contact with the activities. There 
are different departments under Mr. English and the net result of the decisions 
made by those departments would be communicated to him, but the facts upon 
which the decisions are made would be in the possession of the officers concerned. 
Now that Mr. Seagrim is the general manager in charge of flight operations 
there is all the more reason that he should be the one to state the facts upon 
which the various orders were based. 


The CuHarrMAn: While the discussion has been taking place I have turned 
up the point in the evidence to which you refer and I would just like to read 
it to refresh the minds of the committee:— 

Mr. Drew: Now, Mr. English, in that respect, as you are dealing 
with the question of operating expenses in connection with various aircraft 
which you are using, do any notices about the method of operation come 
to your attention? 

Mr. EncuisH: Well, not all notices, not routine notices affecting a 
department, they are not brought to my attention. 

Mr. Drew: I mean any notices that would affect the flight of aircraft, 
would they come to your attention? 

Mr. Encuisu: Not necessarily, but I should know if it is something 
out of the ordinary, that would be brought to my attention. 

Mr. Drew: You were here while we were discussing the matter and 
you heard the discussion which took place; Mr. Seagrim is director of 
operations and Mr. Bain is director of engineering services; in connection 
with that would they forward as a matter of routine notices to you of 
any directions which they gave? : 

Mr. ENcLIsH: Yes, but not necessarily before they were issued. 

Mr. Drew: No, I see what you mean, but when they were issued? 

Mr. EncuisH: I see all notices. 

Mr. ‘Drew: You would be quite aware of them? 

Mr. ENcuIsH: Yes. 


That is followed by an intensive examination by Mr. Drew as to cruising 
speeds and the points at which different instruments were set in flight and so on. 

These bulletins are what you are referring to, Mr. Drew? The reporter will 
put them in the record. 


RAILWAYS AND SHIPPING 567 


meat TRANS-CANADA AIR LINES. 


FLicHT OPERATIONS DEPARTMENT, 


International Aviation Building, Montreal, Quebec. 
November 10th, 1949. 


Files: MLF-1333-4 
MLF-1333-1. 


SuBsecT: Operating Limitations and Procedures— 
Rolls Royce 622 and 624 Engines. 


Outlined below are certain amendments to the operating limitations and 
procedures for the Rolls Boyce 622 and 624 engines to become effective immedi- 
ately upon receipt of this bulletin. 

1. “Full Hot” induction heat is to be used on take-off at ground outside 
air temperatures below 0°C. This supersedes the present instructions on Page 
269 of the Airplane Operating Manual specifying an outside air temperature of 
410°C. 

2. The normal climb power settings will continue to be 2650 RPM and 48” 
HG. If, however, additional climb power is required the RPMs should immedi- 
ately be increased to 2850. The manifold pressure with 2850 RPM may be set at 
48” HG or any setting in between this figure and 58-4” HG, the latter to be con- 
sidered maximum and to be used only when necessary to obtain aircraft perform- 
ance under adverse conditions. 

3. The maximum allowable cruise power is to be reduced from 1000 BHP 
to 900 BHP/Engine. 

4. Pending completition, of bearing modifications to the rear engine case, 
it is desirable that operations be conducted within the MS. range as much as 
practicable to avoid the higher bearing speeds in FS. gear. 


H. W. SEAGRIM, 
Director of Flight Operations. 


TRANS-CANADA AIR LINES 


FLIGHT OPERATIONS BULLETIN 


a Winnipeg, Manitoba 
February 14, 1949 


File: WGF-1333-1 
WGF-1333-2 


SupsecT: North Star Engines 


We are concerned over an increase in the number of engine failures with 
North Star aircraft. 

The situation is being very vigorously campaigned by both the engine manu- 
facturer and ourselves with a view to rectification. As a result, it is anticipated 
that major sources of trouble such as coolant. loss, the SU pump, magnetoes, and 
other items, will be greatly improved in the next two months. 
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In the meantime, it is desired that you adopt a relatively conservative 
outlook with respect to flight on three engines, having in mind the weather, 
availability of usable airports on the route, ete. 


H. W. SEAGRIM, 
Director of Flight Operations. 


That is what you are referring to, Mr. Drew? 


Mr. Drew: That is quite so. What Mr. English said is that notices come 
to his attention. There is no suggestion that he is directly in possession of © 
information which led to the decisions expressed in those notices. 

The CuHarrMAN: Would any other member of the committee like to make any » 
other comment? The question is on the amendment. All those in favour of the 
amendment, please signify. Against. 

The amendment is lost. | 

All those in favour of the motion for the adoption of the committee report. 


Mr. Drew: Mr. Fulton is not here. He was to have put a second motion 
in regard to the other two and I will put the motion in his absence. 


The Cuarrman: Mr, Drew moves that Mr. Walter Turnbull, Deputy Post- 
master General, and Mr. Baldwin, Chairman of the Air Transport Board, be 
called as witnesses. 


Mr. Drew: I do not think I need to amplify that. 


The CHarirMaAN: I was in some doubt as to how far the committee’s authority 
would extend in that regard and I asked the committees branch to make a report 
on the matter and I will read it. There is a reference first to Beauchesne, second 
edition, pages 621 and 634, and this is followed by the notes, as follows: 

The Air Transport Board is a body authorized by statute to set tariffs 
of maximum air passenger fares. Its decisions in individual cases may be 
appealed to, and only to, the Supreme Court of Canada. This committee, 
unless specifically authorized to do so by the House, has no power to 
inquire as to the criteria the Board uses in reaching its decisions or require 
it to justify those criteria. 

Then in regard to the Postmaster General: 

Negotiations for a new mail contract for the carrying of mail are now 
being carried on between the T.C.A. and Post Office Department. The 
result of these negotiations could in no way affect the operations of T.C.A. 
for the year 1949, and any evidence concerning them is, therefore, beyond 
the commitee’s order of reference. This quite apart from the propriety of 
the committee constituting itself a referee in a dispute between a crown 
company and a department of government without authority from the 
House to inquire into the affairs of the department. 

Are you ready for the question on the second amendment moved by Mr. 
Drew? 

All those in favour of the amendment signify in the usual manner. 

Against. 

Mr. Fraser: Wait now, Mr. Chairman, did not Mr. Turnbull appear before 
the Senate Committee? 

Mr. Drew: Yes. : 

The CuamrMAn: The Senate. Committee on, habe 


Mr. Fraser: On the subject of the mail being carried - by. ‘Pransisadan 
Air Lines. 


ees 
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Right Hon. Mr. Hows: No, no, Mr. Turnbull came before a special Senate 
Committee appointed to examine departmental expenditures. He went there with 


the approval of his minister. 


Mr. Fraser: Why should he not appear before this committee? 

The CHatrMAN: The expenditures of his department have not been referred 
to this committee. : 

Mr. Fraser: No, but this is in regard to the carrying of mail. 

The Cuatrman: We have no authority in regard to Post Office expenditures. 

Mr. Fraser: It comes under T.C.A. expenditures. 

Mr. Drew: I have before me a Canadian press despatch dated March 
29, which reads as follows in the first paragraph: “The Deputy Postmaster 
General, Walter J. Turnbull, today told the Senate Transport and Com- 
munications Committee that post office business was increasing.” 

I have no reason to question the accuracy of that report. 

Right Hon. Mr. Howe: Unfortunately, the increase in post. office business 
does not reflect itself in T.C.A. earnings because T.C.A. carries the mails. for 
a flat rate. . 

Mr. Drew: I am not referring or making reference to post office business, 
I am referring to the fact that it was the Senate Committee on Transport and 
Communications before which he appeared, which would be the corresponding 
committee to this. 

Right Hon. Mr. Howe: I said he appeared before the committee on 
expenditures over in the Senate, but I do not know of another appearance. 
Does that despatch mention the name of the committee he appeared before? 

Mr. Drew: Yes, the Senate Committee on Transport and Communications. 

The CHArirMAN: I have asked Mr. Burgess, the clerk of the Committee, to 
look up that order of reference. In the meantime, while it is being looked 
up, has anybody any further comment? : 

Mr. Drew: In view of the fact that the first motion has been refused 
by the vote of the committee, I would then ask Mr. English if he is in a 
position to file with this committee T.C.A. files W.G.F. 1333-1 and 1333-2 
of the Flight Operations Department? 

The CuHairMAN: I believe you already asked for those, Mr. Drew. 


Mr. Drew: My question was directed not to these two bulletins that I 


‘asked for but to the files referred to which are the flight operations files. 


I asked if Mr. English is in a position to produce those files. 

Mr. EneuisH: That would be all that is on the file, Mr. Drew. It is 
just a routine notice and that is an identification number that is placed on. it. 
There would be no correspondence or anything of that description, The 
reference there is just a file reference, it is just a reference to the circular. 

Mr. Drew: I notice the same file reference number is used both in 1949 
and in 1950. — | | . 

_ Mr. Enouisu: Yes, because that is the character of that circular. 

Mr. Drew: Yes, but that is the file that deals with flight operations and 
that is the. file I am asking for. | | ba evi 

Mr. Eneuisu: There would be no file dealing with that subject, Mr. 
Drew. That file number would be on all circulars over probably three or 
four years.. There would be hundreds of them. it | hint a 

Right Hon. Mr..Hown: I question the propriety of filing them with the 
committee. They are inter-company circulars and are not issued to the public 


we 
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but are issued to operating officials of the air lines. If someone in the air 
lines has passed them to persons outside the organization, they have been 
passed out quite improperly. | 

Mr. Encrisu: There is no secret made of them. They are on the notice 
boards. They are placed at all our stations. 

The Cuatrman; I believe you already indicated, Mr. English, that the 
bulletin dated February 14 or November 14, 1949, just a. second please—which 
of these two bulletins had to do with the moving of aircraft without passenger 
movement? 

Mr. ENcuisH: The white one, the one dated February 14, 1949. 

The CuairMan: February 14, 1949 has to do with moving aircraft without. 
passenger load. 

Mr. EncusH: That is right, and Mr. Drew raised the question about the 
lower speed referred to in the second bulletin and I mentioned the fact at the 
time those instructions were not effective, that since the advent of warmer 
weather we have gone back to the high speed again. 

Mr. Drew: That is the information you have now received, is it? 

Mr. Enautsu: I beg your pardon? 

Mr. Drew: That is the information you have now received, is 1t? 

Mr. EneutsnH: No. I mentioned what we were going to do but I could not 
give you the exact date at that moment. 

Mr. Drew: You mentioned you would be shortly going back to higher 
speeds. : . 

_ Mr. Eneuisu: The actual date was April 19. I knew we were going back 
but I did not know the exact date. 

Mr. Drew: Mr. English, I am not going to press the point beyond this but 
I must confess that when I see a reference to. a file that constitutes a file. What. 
I am simply asking you to do is to produce that. file. 

Mr. Encutsu: There is no file, Mr. Drew. 

The Cuairman: Do I understand you would like all of the bulletins out of 
that file, Mr. Drew? 

Mr. Drew: I would like to see that file. 

Right Hon. Mr. Hows: Well, I would object to that procedure. That is a 
matter of internal operation of the company, technical details referring to a patch 
of trouble we had in the early months of 1949. I do not know why we should 
spread that on the public records.. The trouble has been rectified. fe 

Mr. Drew: I move that the files to which I have referred be produced. 

Mr. Fraser: I second that motion. | 

Mr. Murcu: You have a motion already before the committee, Mr. 
Chairman. 7 

The CuarrMAn: You have heard Mr. Drew’s motion. We are holding up the 
other amendment until Mr. Burgess has had an opportunity to turn up the actual 
order of reference to the Senate Committee on Transport and Communications. 

All those in favour of Mr. Drew’s motion that files W.G.F.-1333-1 and file 
W.G.F.-1333-2 be produced. 

All those in favour of the motion please signify in the usual way. 

Opposed. 

The motion is lost. 

Mr. Grorce: Mr. Chairman, the terms of reference to that Senate Commit- 
tee would have no bearing on what we have here in any case, would it? 

The Cuarrman: It is only a matter of courtesy; if it can be found we will 
show it to the committee. 


s 
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_ Mr. Frasrr: Certainly it has a bearing on the work of this committee. 

The Cuairman: Mr. Fraser, I have never heard it argued that because any 
other committee erred in exceeding its authority that any other committee can 
do the same. Ca 

Mr. Fraser: I know, but it might not have exceeded its authority. 

The CuHarrman: I have a report from the committees’ branch that we would 


_be exceeding our authority in calling Mr. Turnbull or Mr. Baldwin. 


Mr. Heume: We are dealing with the T.C.A. report in this committee. What 
in the world has the Deputy Postmaster General got to do with this report? 

Mr. Drew: Just six million dollars. 

_Mr. James: I do not think we can make any better negotiations with tne 

post office than the T.C.A. can. | 3 

Mr. Drew: I do not think it is the function of this committee to make nego- 
tiations between T.C.A. and the Post Office Department, but I think it is up to 
this committee to deal with an arrangement under which six million dollars was 
paid to T.C.A. last year for domestic mail carriage, and about one and a half 
million for external mail carriage. We should also know what the arguments are 
in favour of any other arrangement. 

The CHairMAN: The clerk has not yet been able to locate that reference. 

Mr. Mutcu: On this vexed question of airmail rates, that is a matter which 
at the present time is under negotiation between the department and the T.C.A., 
and I understand that the T.C.A. have made certain representations to the 
department to the effect that in view of the increased volume of mail they are 
handling the rate paid to them should be increased by, I think the amount of 
$75,000 was mentioned. What I want to ask you is this: is that in the form 
of a direct negotiation between the department and the T.C.A.? 

Mr. McGrecor: It is under direct negotiations between the department and 
the T.C.A. | : | | 
_ Mr. Mutcu: Does the Air Transport Board have anything to do with the 
fixing of that rate; are the negotiations taking place before that board? 

Mr. McGrecor: That board has nothing to do with it, it does not enter into 
the picture at all. ) 

Right Hon. Mr. Howe: As a matter of fact, the negotiations are being carried 
on between the Post master General’s department and the T.C.A. We are hopeful 
that the situation can be improved, but I do not see how this committee is able 


to help the matter out in any way. 


The CuHatmrman: Mr. Fraser, you will be pleased to learn that the Senate 


~ committee did not exceed their authority. The clerk has turned up a reference 
on the subject, and it shows that on the 15th of March the Standing Committee 


on Transportation and Communications was authorized to examine expenditures 
in connection with the following votes: And then a number of votes are indicated 


and included in those votes are votes No. 269 to 274 inclusive, 459 to 523 inclusive, 


557 to 561 inclusive; and those include the Post office department; so the Senate — 
was quite within their authority. 
Mr. Drew: I would point out that the question of the negotiation of the 


mail rate is not the sum and substance of this subject; the question is as to what 


s 
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arrangements should or should not be made with regard to the carriage of mail 
ag a general arrangement; and I should think that having regard to the fact that 


_ that is something which is in the form of a joint arrangement between the rail- 


ways and Trans-Canada Air Lines that it would be a matter of very direct 
interest to this committee to examine into that subject because there might be 
suggestions as to either an increase of services along that line or a diminution of 
services along that line depending on what the evidence produced. I fully recog- 
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nize that other jurisdictions are not a guiding rule for us, but everyone here 
knows perfectly well that the subject of mail contracts is a regular subject of 
inquiry before the appropriate committees of the congress of the United States, 
and this subject of mail contracts comes before committees of parliament in the 
United Kingdom. I would have thought that this was a most ABPTODEaKE subject 
for consideration by this committee. 

Mr. Mutcu: My thought is that the appropriate time for this matter to be 
considered or discussed would be when the estimates of the postmaster general 
are before the House; that he should give the answer to this question when his 
estimates are under discussion. There is evidently some difficulty between the 
post office department and the T.C.A. which has required rather extended negotia- 
tions, and it would seem to me that the T.C.A. are the weaker party in the 
negotiations between the post office department and themselves. If we are going 
to open up an inquiry with regard to that I doubt very much whether it will be 
helpful to their cause. It seems to me that the postmaster general is in a stronger 
position than T.C.A. are and that that is a matter which we could very well take 
up when his estimates are before us in the House. 

Right Hon. Mr. Hows: That is the place to take it up, of course. 


Mr. Mutcu: We have heard it stated here by Mr. McGregor that from the 
standpoint of the operation of T.C.A. in relation to the services they are perform- 
ing for the post office department he is of the opinion that T.C.A. should have an 
additional $70,000 a month so as to make it more attractive for the air line in 
performing this service for the post office department. Personally, I am of the 
opinion that they should consider some more equitable rate in any event. But, 
as I said, I would be inclined to think that the best place to discuss that would 
be when ‘the minister’s estimates are before us in the House. 

Mr. Drew: Mr. Chairman, the subject is one that does not need to be 
in any way surrounded by mystery. The contracts for the carriage of mail 
have been regarded as a possible way of supporting air transportation not only 
in this country but in other countries, I should think in every country that 
has any substantial civil air organization. Mr. McGregor has stated that Trans- 
Canada Air Lines is not losing money on the air mail that it carries. The 
proposal therefore that there should be an increase of $70,000 a month in the 
domestic, carriage of mails is his estimate of what he regards as an approximate 
amount ‘by which the government through the post office department should 
support this air operation. The point also which should be borne in mind is, 
as Mr. McGregor has explained to us, that the decision to allocate mail to 
aircraft or to the railways under a general arrangement that they have is made 
by the post office department and not by his organization; consequently in 
determining whether there should be some arrangement that would be more 
beneficial to the air lines than that which now exists—it would seem to me 
- that the man who can best tell us the post office end of it, as to how he allocates 
mails, and as to whether the allocation as between rail services and rail lines 
is equitable, having regard to the rail facilities that are available, is the 
representative of the post office department itself. It is from that eround that 
I asked that he be called and not on the ground that we should place ourselves 
in any way over the man who in the ordinary course of events would be carrying 
on the negotiations that are now being conducted. 

The Cuarrman: I think Mr. Drew has put his finger on the main question; 
which is the extent to which the T.C.A. should be ce eeanlia or if you want e 
use the word, subsidized. 


Right Hon. Mr. Howe: Let us get that straight. I Hite that rand “sib: 
sidized”, and it has nothing to: do with this situation. -An agreement was 
entered into some two years ago between the post office department’ and 
T.C.A. The post office department specified the air mail that was ‘to ‘be 
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carried and it specified the amount of mail ton miles that would be reserved 


for it. That is an agreement. Since then the amount of mail has increased 


and T.C.A. are asking that the payment be adjusted to compensate for the 
increase in mail, for the quantity that T.C.A. has been asked to take on. 
That question is now under negotiation. I should think that the worst way 
to settle it would be to get those conducting the negotiations wrangling across 
the table before this committee. 

Mr. Mourcnu: It would seem to me that this is a straight business deal 
between the post office department and the T.C.A., BAsi in my opinion the post 
office should make the best possible deal with T. CA. 

Mr. Pouutiot: Mr. Chairman, if I may be permitted to I would like to 
say this. Very definitely, we want to see the T.C.A. get the best deal possible. 
We are not here to oppose each other, we are here to do the best we can for 
T.C.A. Now, Mr. Chairman, I want to say this quite frankly, that just 
because a suggestion comes from Mr. Drew, Mr. Mutch or anyone else, that 


is not a reason in itself to oppose it. I am an oldtimer and I remember when 


people from the post office department used to come here and give information 
about the mail service with T.C.A. And I want you to understand this, that 
I am one’ who wants to see the T.C.A. prosper and I want a fair adjustment 
between the post office department and the T.C.A. Here we have a statement 
by the president, and from Mr. Cooper, that they do not believe that T.C.A. 
is recelving as much as they should from the post office department. That is. 
a matter of opinion, but that is the statement made to us. And who is the 
other party? It is Mr. Turnbull. Is Mr. Turnbull the post office department? 
Then he should come before the committee as representing the department, 
and if he came before us here it would not be a precedent. I am wondering 
why he should not be called so that we could get this issue settled and not 
waste any more time. I will say this, that I will never oppose anything just 
because Mr. Drew suggests it; if I do not agree with it I will not support it; 
but this time in my opinion he is right, and I would like to see some official 
of the post office department come here and give us some information in regard 
to the statement made by Mr. Cooper which was supported by the president 
of T.C.A. I hope we will not go on wasting time the way we have been doing 
in this committee lately because I have work to do in the House and I have 
other work to do in my own office looking after my correspondence. I remember 
in the old days when we had Mr. Herring and others from the post. office 
department before a similar committee. And I repeat, that I want to help 
the T.C.A. in any way I can; certainly I do not want to cause any harm or 
injury to the T.C.A.; and I think that if at the present time the post office 
are not paying enough for the service being given to them, and it has increased. 
very greatly since all the four cent mail goes by air, then I think for the 
greater service rendered, T.C.A. should have increased compensation. 


Right Hon. Mr. Howe: I would like to point out that when Mr. Herring 


appeared before this committee he came as a director of T.C.A. He used to 


come here until about a year and a half ago when he resigned. 

Mr. Povuior: But Mr. Coolican also came. 

Right Hon. Mr. Howe: Yes, Mr. Coolican came before the committee, but 
that was in the days before the postal rates were set. 

Mr. Pourtor: I am not going to argue with the minister. I have expressed 
my opinion. 

Right Hon. Mr. Hows: I think it would be very improper for us to go into | 
these negotiations while they are not yet completed. I think it would do no 
good and it might do some harm. 

Mr. Mutcu: Mr. Chairman, there is a point I would like to make. In the 
first. instance, speaking personally, there is no appreciable difference in the 
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approach to this matter between Mr. Drew and myself. Up to this point there 
has been some examination as to the most effective way in which to help the 
T.C.A. in its negotiations with the post office department. I agree with the 
minister’s statement that the negotiations are now going on and that they have 
been operating on an interim extension since the 31st of March, 1949. I think it 
would be most unfortunate if the idea got out that we were trying to interfere, 
and as a result T.C.A. were to lose any business in respect to the carriage of air 
mail because of any statements made by members of this committee. The other 
point which I should like to make is this, that there has been some suggestion 
made that T.C.A. should ask for, or request an additional $70,000 per month, 
and that request has been described by some as a government subsidy. With 
respect to that I should like to point out that during 1949, as the committee 
know, there was an increase of 48 per cent in the amount of mail carried by T.C.A., 
and in spite of the fact that.that increased amount of mail has been carried for 
more than six months now there has been no adjustment in the rate of compensa- 
tion to T.C.A. The amount they are now receiving is the amount which was 
considered equitable in 1948 and 1949 for their full air mail operations, and in 
view of the increase to which I have just referred, that payment would, to say 
the least, appear to be inequitable, particularly in view of the very considerable 
increase in the amount of mail T.C.A. are being asked to carry. It would seem. 
to me to be only a matter of common sense that there should be an upward 
revision in the contract price, and I think that the suggestion that the additional 
payment would be in the form of a subsidy is altogether inappropriate, parti- 
cularly in view of the fact that the service they are now performing represents a 
48 per cent increase over that performed in the previous year, and it is likely to 
be very considerably higher in 1950; and I think the post office department ought 
to meet that. 

The Cuatrman: Mr. Pouliot has called my attention to a fact. I was not 
on the committee at the time, but he tells me that Mr. Herring was called 
before the committee as to the effect which might flow by way of an increased 
volume of mail carried, if the rates were reduced. In other words, he gave 
evidence which was opinion evidence and which had nothing to do with the 
negotiations of the rates. 


Mr. Pouurot: I remember the incident very well because I asked him 
questions. I was a member of the committee and I asked him questions and I 
was pretty hard on him. I remember that very well. Therefore it is past history 
which I have not forgotten. I shall not argue since the minister has made his 
statement on the subject. I shall keep my opinion and I shall not argue. And 
the only point I have with my brother, Mutch, is that I would be very sorry 
if there was any imputation of motives against any of our colleagues here. 


The CuatrMAN: In view of the discussion and the suggestion by the minister, 
and since the matter is under negotiation, Mr. Drew, do you not think it might 
be better not to interfere at all at this stage? Are you prepared to withdraw your 
motion? 

Mr. Drew: No, and I shall explain why. I think Mr. Howe has explained 
that when Mr. Coolican was here it was before the rates had been settled, so 
obviously he must have been called for the purpose of determining what the 
nature of the arrangement should be between the TCA and the Post Office 
Department. I have said more than once that I am not suggesting that we 
should intervene in ordinary negotiations, but I do believe that it is very much 
the responsibility of this committee to determine whether other arrangements for 
the carriage of mail which would be more favourable to the TCA can or cannot 
be devised; and I pointed out that the reason why Mr. Turnbull could give 
evidence in regard to it was because of the fact that he is the man—or through 
his officials—who can determine at any time the way in which mail shall go and 
the amount which shall go by air instead of by rail. 
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I think we should know how these decisions ‘are made, and we should know 


Canada, where the rail service could provide a faster delivery, and vice versa, 


where mail might be sent by air which is not now being sent. This would not 


affect any negotiations now going on between the parties. These are not nego- 
tiations based upon ordinary mail carrying rates. There is a difference between 
the domestic carriage of mail and the carriage on external lines. 

_ Qn the external lines the mail is carried by an air postal charge. But in 
the case of domestic lines, it is carried under this arrangement which now pro- 
vides for the fastest possible delivery. And for that reason there are a number 
of variable factors which are possibly quite outside the terms of ordinary nego- 
tiations. 

Mr. McGregor himself has stated that they are not losing money, but he does 
believe that there should be an additional $70,000 per month. So I think this 
committee might very well give assistance to TCA in conducting an examination 
of the facts with a view to finding perhaps some alternative arrangement that 
would be more favourable than that which is now in existence and it is upon 
that ground that I present my motion. 

Mr. Foutuweit: Mr. Drew suggests that we have Mr. Turnbull’s point of 
view and maybe there might be a saw-off arrangement which would provide, 
let us say, $5,000 per month? | 7 

Mr. Drew: No, no, I do not suggest that. I suggest that we might examine 
the arrangements made to determine whether they are the best arrangements 
having regard to the practice throughout the world today. 


Right Hon. Mr. Howsn: As far as externa] rates go, there is no question 
about such rates, because they are set under an international postal arrangement, 
whereby the carriage of mail is set at a rate of six gold franes per ten kilo- 
metres. That applies on external lines. 

In so far as the matter of the arrangement between the different departments 
of the government is concerned, you are proposing to examine the Post Office 
Department and how it carries on its business. I suggest that the time and place — 
to get that information is when the estimates of the Post Office Department come 
before the House. 

Mr. Drew: I am not asking to find out about the Post Office Department, 


or how it carries on its business. But I would ask to find out exactly what the 


arrangements are and whether it is not possible to obtain some other arrange- 
ment either by way of a different method of carrying the mail, or a different 
method of deciding the means of carriage, or a different method of determining 
what mail shall go by rail and what mail shall go by air. And when I spoke of 
“outside of Canada” I was referring merely to the fact that there is a mass of 
experience in the case of other countries as well and that it might be of advan- 
tage to us to know what is being done on the domestic service in the United 
States, or in France, for instance, and in other countries where there is extensive 
air service. | 

Mr. Fuuton: I think Mr. McGregor said—or evidence has been given to 
the effect that this agreement expired or was expected to expire in 1949—as I 
recall it, it was March 1949—and that negotiations have been continuing 
sporadically or continuously ever since that time. If we are to be put off 
merely by the suggestion that negotiations are not yet concluded, it might 
be that another two years would elapse before any satisfactory arrangement is 
arrived at; and I certainly think, as one who has a very great concern about 
the deficit in domestic operations of Trans-Canada and as one who believes that 
that deficit does not result, or hardly results at all, from actual managerial 
details, but rather results from government policies which are imposed upon 
the T.C.A., among which is the rate at which the mail shall be carried—I think 
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that this committee, having those facts in mind, should concern itself immediately 
with the question of what compensation is paid to the air lines for the carriage 
of mail. I do not think we should put it off because negotiations are continuing. 
Negotiations have been continuing for fifteen months and if we want to arrive 
at any one of a number of solutions which may be of assistance in reducing 
this deficit, I think we should concern ourselves with it immediately. I do not 
think we should put it off because negotiations are continuing. That is a very 
convenient phrase. Mr. Turnbull can tell us what negotiations are actually 
taking place and what the attitude of the Post Office Department is towards 
them. We do not have to put him on the grid at all, but we can find out from 
him what the situation 1s. 


The CuarrMan: Well, Mr. McGregor, have you any remarks to make? 


Mr. McGrecor: I would like to make myself very clear. I have here 
been twice quoted as saying the T.C.A. was not losing money, presumably 
on the carriage of mail. I did not say that at all. I said that Mr. Cooper had 
not said that we were losing money on the carriage of mail; and I further 
explained this morning that a determination as to whether or not the company 
was losing money on the carriage of mail would involve a tremendous number 
of purely arbitrary assumptions as to relative costs. I would like very much 
to have the record correct and definite on that. 


Mr. Drew: But are you losing money? 


Mr. McGrecor: I said it was purely a matter of the estimated weight that 
you are going to give to the expenses for the carriage of mail; and I, for one, 
and none of my people have been able to determine, or to reduce to a monetary 
evaluation, the things I mentioned this morning. I do not think it is humanly 
possible to do so with any assurance that you are correct. 

Another thing I would like to say is in reference to the mail pay discussion. 
I very much share the minister’s opinion that if the. Post Office department is 
requested to appear before this committee at this juncture, I think that they 
would very humanly feel that T.C.A. had, by some means or other, proceeded 
‘to call up some heavy artillery which was going to try to force through a favour- 

able negotiation in the matter of the mail contract. I do think it might be 
something which could be done if and when negotiations break down. But the 
negotiations are not at an impasse. They are being carried on jointly with 
mutual understanding between the Post Office and the company and while 
it is quite true, as Mr. Fulton said, that these negotiations have gone on for a 
long time, it is my experience that negotiations of this type always go. on 
for a long time. 
So purely from the standpoint of the welfare of the company I would much 
rather see whether or not we can come to an amicable settlement of this matter 
of mail pay rather than, at this juncture, perhaps muddy the waters of nego- 
tiations. : 


Mr. Drew: You see, one difficulty in that respect is that Mr. Turnbull has 
already been before another committee of parliament at which time he said 
that the air lines wanted to have fixed a per pound mail rate which the Post 
Office department thought was exorbitant. So, if there was any muddying of 
the waters, it has already been done, and I should think we might have the same 
privilege and the same opportunity as the Senate Committee in dealing with it. 


The CHaArrRMAN: In view of the fact that the shareholders of the Post Office 


department and the shareholders of T.C.A. are the same, and in view of what ; 


the president of T.C.A. and the minister have stated, would it not be well for — 
this committee to be content, having discussed and aired the problem, because 
we will be meeting again? oh) 


5 
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Mr. Fuuron: With another deficit before us, I suppose? You mean in another 
year’s time? . | 


The CuairMAn: I mean in another year. No one is being injured because 
the shareholders are identical in both these government institutions. 


Mr. Drew: That is exactly why they should have the opportunity to 
examine it, 


Mr. Pouttor: Would you have any objection to bringing to the attention of 
the Postmaster-General the discussion which has taken place tonight? 


The CHarrMan: I would very much prefer the minister to do it rather than 
the chairman of the committee. 


Mr, Murcu: Have you any doubt about that? 
Mr. Cuamman: I have no doubt about that. 


Mr. Fraser: Do you not think since both T.C.A. and the Post. Office, as you 
say, have the same shareholders, that is the reason why negotiations have not 
been hurried up? One side does not want to hurry them, and the other side 
evidently does not feel that they have to hurry because, if they do have a deficit, 
they know that the taxpayer will pay it? 


My. Fuuron: I cannot agree with that. I think the position is this: the 
Minister of Finance told us the other day in the House, as I recall it, in his budget 
speech, that the Post Office is now producing an over-all revenue or is in a 
surplus position on ordinary operations. 


Right Hon. Mr. Hewe: The surplus goes into the treasury of Canada and 
the deficit of T.C.A. comes out of the treasury of Canada. 


Mr. Furron: But there is a slight difference because, as the Minister of 
Finance told us in his budget speech, one of the facts which he had to bear in 
mind, and which he is bearing in mind in making his over-all forecast of revenues 
and expenditures, is—and I think he used these words—the possibility that we 
may have to meet a deficit on the Canadian National and on the Trans-Canada 
Air Lines, something which very evidently entered into his forecast of revenues 
and expenditures. He thought that we should allow leeway for revenues over 
expenditures, bearing in mind that we may be called upon to meet these deficits, 
or meet the deficit position of the great government-owned corporations, the 
Canadian National Railways and Trans-Canada Air Lines, which must be borne 
in mind and which enter into the picture. I do not want to use inaccurate words, 
but if it is a false picture we are getting with respect to the operations of T.C.A. 
—if parliament is being asked to vote money for a deficit which in fact does 
not exist—I submit it distorts the whole over-all fiscal picture in so far as 
revenues are concerned... 


Right Hon. Mr. Howse: In figuring his revenue the Minister of Finance 
figures the revenue from the Post Office Department. It would not change the 
picture if the revenue from the Post Office Department was less and the deficit 
of T.C.A. was less to the same extent. 


Mr. Fuvron: That might enable us to arrive at some idea of whether this 
all-up mail is a sound proposition. I do not see that T.C.A. ought to be required 
to carry on and increase its deficit by carrying all-up mail? 

Right Hon. Mr. Howe: I feel very strongly on this point and I do not think 


that it should either. However, the clerk has ruled that we have not the 
authority to summon the Postmaster Genera]— 


Mr. Drew: With respect, the clerk cannot do that at all; he has no right—- 


Right Hon. Mr. Howe: He gave a legal opinion, 
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The Chatman: Well, all those in favour of the motion that the two wit- 
nesses be called? . 
Motion lost. » 


All those in favour of the report of the agenda committee being adopted? 
Agreed. 


Mr. Grorce: I understand that we are short of copies of this evidence and 
so I would move that copies of minutes of proceedings and evidence be printed 
as may in the direction of the chairman be required. 


‘Carried. 


Mr. Fuuton: I wonder if I might raise another matter. I see that Air Vice 
Marshal Cowley is no longer in attendance in the background but I would like 
to ask some questions having to do with an incident that occurred at Halifax 
airport recently. As the minister is present tonight perhaps he is in a position 
to deal with it? 


Right Hon. Mr. Howe: What was the incident? 


Mr. Fuuron: The incident concerned an American air lines plane—a trans- 
Atlantic plane which landed at Halifax. 


Right Hon. Mr. Howe: I know the situation. 


Mr. Fuuton: May I just complete what I had in mind. I was in Halifax 
on the day after the incident and this westbound plane was unable to land at 
Gander and came on to Halifax. While it was allowed to land at Halifax and 
refuel, it had passengers for this continent who were unable to clear because of 
lack of authority of the customs officials to clear the passengers. They were 
therefore compelled to return to Gander, some 400 miles, which is the port of 
entry, and to clear the passengers there and then proceed back the 400 miles 

and on to Montreal. 


‘The Cuatrman: That point was raised before the committee and the full 
answer was given by Mr. McGregor. If you will read the evidence I am reason- 
ably sure that you will find the answer. 


Mr. Fraser: In an emergency case like that, Mr. Chairman, customs and 
immigration used to clear American planes at Oshawa but they do not do that 
any more? t | 

Right Hon. Mr. Howe: There are certain rules governing these matters. The 
rule is this. The designated point of entry to Canada is Gander with an alter- 
nate at Goose Bay. The alternate at Goose Bay is free—they can choose between 
those two places in any weather. If they can get into either of those airports 
they must use them. If the weather is closed in at those airports there are certain 
other alternative airports specified. There is an alternate at Sydney, an alternate 
at Stephenville, and an alternate at Moncton. Those are designated as weather 
alternates only. A plane cannot start out and file a flight plan to land at Monc- 
ton if there is no reason why it should not go to Gander or Goose Bay. 

Dartmouth is a military airport. It is owned and operated by the air arm 
of the navy. T.C.A. is in there as tenant; it has landing lights there, but Dart- 
mouth is not an international airport. There are no facilities and there is no 
agreement that provides for landing at that point. There is a provision that a 
plane can land anywhere if it is in trouble—land and take off—but, if it wants 
to land and unload pasengers and clear for another country it must go to the 
airport that is designated for that purpose. It may have appeared to be going 
to extremes to not get the appropriate officials to clear that plane but to do so 
would have ‘been just to invite repetition. | 


The customs officials were tough in their interpretation of the rules. There 
was no rule that required them to clear the plane. 


* 
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_ Mr. Mourcu: They could have gone on to— 
Right Hon. Mr. Hows: They could have gone to Sydney. 


Mr. Fuuron: I do not think so; I think Sydney was pretty well fog-bound 
too. However, the statement was made at that time that there were customs 
officials at Halifax— 


Right Hon. Mr. Howe: Yes, there are. 


Mr. Futton: —who could have cleared the passengers and they would not 
have had to have any more forms or any more officials ; but they lacked the neces- 
sary authority. 


Right Hon. Mr. How: I thought they were tough, myself. It was not in 


-anybody’s agreement to clear a plane at that particular airport. 


Mr. Fuuton: What is the reason that Halifax is not an alternate? 


Right Hon. Mr. Hows: It is simply that if you are going to let planes clear 
through customs and immigration at any airport you are going to have a lot of 
organizing to do. For instance, we fly down to Nassau and we have to stop at 
Tampa. If, for weather reasons, we landed at Miami we would be sent back to 
Tampa to unload passengers because the U.S. officials are not supposed to clear 
us at Miami. I am sure you have had that experience, Mr. McGregor. 


‘Mr. McGrecor: Yes, we could not offload passengers in Miami. 


Mr. Fuuton: No, you could not offload them but you are prepared to go on— 
I do not know whether there is a parallel there but, as I understand it, this parti- 
cular aircraft was going on to its next normal point. It came down at Halifax 
instead of Gander but then it was prepared to go on to its next port of call, but it 
had to go back to Gander to clear its remaining passengers, notwithstanding the 
fact that they had the physical customs officials and forms—but they had no 
authority to do it. 


Mr. McGrecor: That is correct but the reason it had to go back to Gander 


_ was to offload its Canadian de-planing passengers which was the parallel which 


I mentioned in connection with Tampa. If it had had no passengers except for 
New York it would not have had to go back to Gander, The Canadian customs 
would not have been interested provided they did not de-plane at Halifax. It 
could have gone right through. There are certain flights that, under certain 
conditions, do not land in Canada at all. 

Mr. Grorce: That plane actually had Canadian passengers? 

Mr. McGrecor: Destined to get off in Canada. 

Mr. Fuuron: They had intended to get off at Gander? 

Mr. McGrecor: That is as I understand it. 

Mr. McGrecor: Is there any reason why Halifax should not be an alternate 
port of entry? . 

Right Hon. Mr. Howe: It is a matter of expense, and organization. I do not 
know how many customs people we have at Gander but I should think about 
twenty—quite an elaborate layout is necessary. The more international airports 


you set up the more expense you have in connection with them. 


Mr. Fraser: Moncton would likely ibe fogged in too? 


The Cuairman: Gentlemen, we have one small matter to attend to. The 
members of the committee will recall that when the C.N.R. report was before us 
Mr. Carter asked a number of questions. The answers were not then available 
but the president promised that he would make them available to the committee 
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and the understanding then was that, when received, we would table them and 
they would appear as an appendix to the Sh I now have the questions and © 
the answers. , 


Mr. Mutcu: I would move they be received. 
Agreed. 


The CHatrMANn: Before adjourning, I know it would be the wish of the 
committee that I express to you, Mr. McGregor, and to you Mr. English and 
the other officials of T-C.A., our thanks for your kindness in appearing before 
the committee and being so patient. 


Mr. Pounior: As one of the senior members who sit around this table, Mr. 
Chairman, I wish to pay tribute to you personally because you have conducted | 
the business of the committee very favourably with full knowledge—and you 
have treated your colleagues as real brothers. I am sure that has been appre- 
ciated by all. 

Also, I join in what you have said about the president, Mr. McGregor, and 
the other officials of T.C.A. who have spoken with earnestness and sincerity to us. 
I can only congratulate them for their good work, which was started by the 
present Minister of Trade and Commerce. In spite of numerous difficulties ess 
has been achieved a fine result that must be the pride of all of us. 


The CuHairmAn: Thank you Mr. Pouliot. 


Right Hon. Mr. Hower: Thank you Mr. Pouliot, and with that kind thought 
we might adjourn. 


The Cuaimrman: We shall adjourn at the call of the chair for the purpose of 
considering the report. Mr. Fulton, you indicated that you might be away for 
a few days? When do you expect to be back. 


Mr. Futon: I will be back by the end of the first week in May. 


Mr. Drew: Just before we adjourn I would like to place one statement on 
the record. I do feel that in reference to the press reports of the meetings I may 
have conveyed an inaccurate impression. I was not in any way suggesting that 
the reports were not accurate but, in dealing with any long discussion, any press 
reports are of necessity only a very small part of the whole proceedings and do 
not give a complete picture. It was in relation to that feature that I made the 
comment. I do wish to place this remark on the record. 


The CuatrMan: By the way, Mr. Drew, certain answers which you requested 
regarding trip passes, a quotation of T.C.A. North Star charter, and estimate of 
total miles to be flown in 1950, are also here now, and will be included in the 
proceedings as appendices. 


(Information requested by Mr. Carter appears as Appendix “A”. 
(Information requested by Mr. Drew appears as Appendix “B”. 


The meeting adjourned to meet again at the call of the chair. 
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APPENDIX A 


DEPARTMENT OF TRANSPORT 


Ortawa, April 25, 1950. 
Dear Str: 

On instruction from Mr. J-C. Lessard, Deputy Minister, Department of 
Transport, I am enclosing herewith a letter from Mr. Donald Gordon, Chairman 
and President, Canadian National Railways, reciting answers to various questions 
asked by Mr. Carter at a recent session of the Select Standing Committee on 
Railways and Shipping, which are printed as an appendix in Volume No. 4 of 
the Minutes and Proceedings of the Committee of Thursday, March 30th. 

It will be noted that this letter is directed to Mr. Carter, but I understand 
it was the intention to incorporate the answers in the report of the Committee, 
if the answers were available in time, and in view of this, I presume you may 
wish to incorporate the answers in the records of the Committee. 

I may say that the Canadian National Railways are being advised that 
this letter is being forwarded to you for the above purpose instead of being 
directed to Mr. Carter personally. 

Yours faithfully, 


W. A. THORNTON, 
| Railway Auditor 
H. Cleaver, Esq., M.P., 
House of Commons, 
Ottawa. 


CANADIAN NATIONAL RAILWAYS 


Monrreaz, April 18, 1950 
Dear Mr. Carter: 

At the conclusion of the recent meetings of the Sessional Committee on 
Railways and Shipping owned and operated by the Canadian National Railways 
you left with me a list of questions which, for convenient reference, are enumer- 
ated below with the answers thereto. Because of the necessity of compiling 
some of the information it has not been possible to write you earlier, 


1. Q. (a) What proportion of $5-8 million revenue is derived from passenger 
fares? (6) How many passengers were carried?—A. (a & b) According to the 
Income Statement for the period April 1 to December 31, 1949, the total 
revenue for rail and steamship operations amounted to $7 ,746,495.06, and the 
percentage of revenue derived from passenger fares is in relation to the latter 
figure. 

Percentage 
No. of of Total 
Passengers Revenue Revenue 
Carried locally in . 
Newfoundland 252,791 
Number of rail passen- 


gers to and from the 4 
Mainland 15,480 $1,015,212.00 13-1% 


Total Rail Passengers 268,271 
Passengers carried: in 
Coastal Services 29,207 299,454.95 3°9 


Grand Total 297,478 


$1,314,666 .95 17-0% 
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2. Q. If possible would C.N.R. furnish a breakdown of revenue and 
expenditure for each C.N.R. coastal boat?—A. Information in this detail is not 
available. | 

3. Q. Has C.N.R. (Newfoundland) requested additional ships for coastal 
service? If so, how many and for which part of coastal operation?—A. The 
C.N.R. has under consideration the purchase of one additional ship for service 
on the East Coast. If, or when, the proposed combination cargo, passenger 
automobile ferry is provided, this should release one and possibly two ships 
operating in the North Sydney—Port aux Basques service to augment the 
Newfoundland Coastal service. 

4. Q. Are arrangements being made to provide the ships requested or 
required?—A. Please see answer to No. 3. 

5. Q. What plans are under consideration to improve the coastal service 
generally and the S.W. coast service in particular?—A. Aside from the 
advantages to be derived, as indicated in answer to Questions 3 and 4, it is 
being developed whether the schedules of the existing steamers can be re-arranged 
to afford an overall improvement. 

6. Q. Since C.N.R. coastal service is an integral part of Newfoundland 
communication system and since coastal regions are entirely dependent upan 
C.N.R. ships for passenger, freight and mail service, why were passenger fares 
on boats not reduced to a parity with reduction in train fares?—A. There was 
and is no indication to us that rates for these services were or are too high, and 
as there is no requirement in the terms of the Act of Union to make an adjust- 
ment in such fares and charges, no action was taken with respect to them. 

7. Q. Is any consideration being given to the possible reduction of steamship 
fares?—A. In view of what is stated in answer to Question No. 6, no considera- 
tion is being given to the possible downward revision of steamship fares. These 
steamship operations are being carried on at a substantial loss and a reduction 
in fares would add to that loss. 

8. Q. Do regulations of the Board of Transport Commissioners and 
Canadian Shipping Act now apply to Newfoundland generally and to costal 
boats operated by C.N.R.?—A. The Railway Act and the Canada Shipping Act 
(except Section 21 and Part VI) came into force in Newfoundland on April 1, 
1949. However the provisions of these statutes and the regulations made there- 
under apply to railways and ships owned by Canada and entrusted to Canadian 
National Railway Company for management and operation only to the extent 
specified therein or in related Acts. Generally speaking regulations of the 
Board of Transport Commissioners apply to the Newfoundland Railway to the 
same extent as to other entrusted lines such as the Intercolonial Railway, the 
National Transcontinental and the Hudson’s Bay Railway. Yn $0 far as the 
coastal boats operated in Newfoundland by the Canadian National Railways 
are concerned, the Canada Shipping Act, except Section 21, Part VI, and such 
other sections as have been specifically or inferentially excluded by the regula- 
tions promulgated by Order-in-Council P.C. 5894 of October 22, 1940 are 
applicable. 

9. Q. Is C.N.R. aware of the fact that rigid enforcement of these regulations 
will necessitate additional ships to maintain the same standard of service given 
by Newfoundland Government before Confederation when coastal boats were 
permitted to carry passengers in excess of the number for which they were 
registered?—A. Yes. an 

10. Q. Is any provision being made to provide for this contingency ?—A. Yes, 
_ as outlined in answers to Questions 3, 4 and 5.’ | 

11. Q. Have bonuses and deferred payments been made to crews, including 
stewards and stewardesses, on C.N.R. coastal boats, the same as was paid to 
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railway employees? If not, what is the reason for the delay? Will these pay- 
ments be made in the future and how soon?—A. No; wages and working condi- 
tions are a matter of negotiation between the Canadian National Railways and 
the certified bargaining representatives of the employees. 


12. Q. Do the Captains of 'C.N.R. coastal boats enjoy civil servants status 
as when employed by Newfoundland Government, or has their status been 
changed? And to what extent?—A. Captains of railway boats were not civil 
servants and had the same pension rights as railway employees. This status 
will be continued. 

13. Q. Do Captains and Masters of C.N.R. boats enjoy their former 
privileges of entertaining guests on board ships at Government expense ?—-A. Yes, 
as respecting only the tow ships operating in the North Sydney—Port aux 
Basques service. 

14, Q. Is it C.N.R. practice to notify the Captain and Master first when 
members of the ship’s crew are transferred from one ship to another, i.e. is the 
transfer made through the Captain or communicated direct from C.N. office to 
member of crew?—A. All changes and transfers of personnel are handled 
through the Master. 


15. Q. Is it proposed to expand the drydock facilities at St. Johns? If SO, 
when and to what extent?—A. No. 


16. Q. Is C.N.R. under any responsibility to provide terminal facilities at 
Louisberg? If not, upon whom does this responsibility rest?—A. C.N.R. has 
no reponsibility to provide terminal facilities at. Louisberg. 


17. Q. What class of trains are used by C.N.R. to transport express parcels, 
second class mail, newspapers and parcel post?—A. Mail traffic, including second 
class mail, newspapers and parcel post moves as directed by the Post Office 
Department and on such trains as are authorized by officers of that Department. 
Normally mail traffic is handled on passenger trains or mixed trains (freight 
and passenger) and freight service is used only in cases of emergency. On our 
Newfoundland Lines owing to shortage of passenger train equipement, overflow 
of mail traffic ex Port aux Basques is carried on freight train immediately 
following the passenger trains. However, new passenger equipment for our 
Newfoundland Line is at present on order and when available for service the 
current practice of transporting overflow mail on freight trains will de discon- 
tinued. With respect to express, this type of traffic is also moved on passenger 
trains and mixed trains with the following exceptions: In the case of traffic 
arriving on the regular boat days at Port aux Basques, we are limited 
to handling perishables and rush express traffic on the regular passenger train 
from Port aux Basques to St. John’s and, owing to the volume of business 
involved, it is necessary to handle some of it in freight equipment on an extra 
train leaving Port aux Basques approximately 10 hours following the departure 
of the regular passenger train and operating through to St. John’s arriving 
approximately 24 hours later than the regular passenger service. There are 
occasions when it is necessary to transport express traffic from St. John’s as 
far as Grand Falls on freight train No. 51 and freight extras because traffic is not 
received in time to be forwarded on the passenger trains, .or alternatively the 
consist of the passenger trains is too heavy to permit handling of express traffic. 


18. Q. Has C.N.R. received any representations re lay-off of employees 
at Port aux Basques? What action has been taken or is proposed to be taken 
in this matter?—A. Yes; this is not a lay-off but rather reeulation of the number 
of stevedores per boat at one time. It is Canadian National practice to adjust 
staff requirements to volume of traffic handled. 


19. Q. What is the present position with respect to the application of the 
Maritime freight rates to Newfoundland?—A. It is assumed that you have 
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reference to the Maritime Freight Rates Act and if this is so, then as to rates 
within Newfoundland, from Newfoundland to points in Canada and from 
preferred territory specified in the Act to Newfoundland, the provisions of the 


Act apply. On the other hand, if you have in mind the proceedings which have _ 


taken place before the Board of Transport Commissioners for Canada and the 
Cabinet, it is our understanding the Government of Newfoundland resubmitted 
its case to the Board of Transport Commissioners on the understanding the 


hearing will take place on such application some time during the current year. 


20. Q. Have express rates increased since Confederation and by how much? 
—A. Prior to April 1, 1949, there were no through express rates and charges in 
effect between points in Newfoundland and points in Canada, however, effec- 
tive on that date, the Canadian basis of computing through express rates and 
charges was placed in effect. The basis used by the former Newfoundland 
Railroad for constructing express rates and charges was entirely different from 
that used for constructing similar rates and charges in Canada, therefore, the 
adjustment involved some increases, particularly in instances where there were 
some exceptionally low rates and charges applying locally within Newfoundland, 
but generally speaking the adjustments represented decreases. There has not 
been a general increase in express rates and charges since Confederation. . 


21. Q. (a) Has any consideration been given to the elimination of Notre 
Dame Junction by including Lewisporte on the main line? (Note) Lewisporte is 
an important railhead and shipping centre for Notre Dame Bay. (b) With what 
result?—A. No. It would be impractical to include Lewisporte on the main line. 
Consideration is being given to strengthening the roadbed between Lewisporte 
and Notre Dame Junction to permit improved services. 


Rapio, TELEPHONE, TELEGRAPHS, ETc. 


1. Q. Does C.N.R. plan to operate the radio telephone circuits installed by 
Newfoundland Government at the larger centres along the south coast from 
Ramea to Grand Bank?—A. Yes. 


2. Q. If not, will these circuits be operated by Department of Transport 
and when will they be put in operation?—A. See answer to question (1). In 
summer of 1950. 


3. Q. Why did C.N.T. take over all telegraphs and telephone lines in 
Newfoundland when in other Provinces similar lines between isolated settle- 
ments are operated by the Department of Transport?—-A. This seems to have 
been decided as a matter of Government policy. 


4. Q. What plans have been formulated or in process of formulation by 
C.N.T. to expand and improve telepragh and telephone facilities in New- 
foundland?—-A. Improvements completed in 1949 by C.N.R. (Canadian National 
Telegraphs) or to be completed by the end of 1950 are as follows: 


1. Programme circuit for C.B.C. connecting radio stations at Corner. 


Brook, Grand Falls, Gander and St. John’s with Trans Canada network. 
2. New building and automatic telephone exchange at Gander. 
3. Radio telephone and telegraph circuits on south coast. 
4. Installation of carrier telephone and telegragh facilities to provide 
additional circuits. 
5. Reconstruction of pole lines. | . 
Capital expenditures for improvements from April 1, 1949 to date were 
approximately $525,000. Further additional capital expenditures to the end of 
1950 for improvements are estimated at $500,000. - F 
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6. Q. If no such plans are contemplated or under consideration will the 
Department of Transport take over the adminisration of those telephone and 
telegraph lines which have insufficient traffic to put them on paying basis but 
which in view of their isolated location nevertheless constitute an essential public 
utility as the only means of outside communication?—A. See answer to 
question (4). 


6. Q. On what basis are C.N.T. telegraph offices classified?—A. Offices 
operated by C.N.R. (C.N.T.) staff: 


(a) Schedule offices (at ISP eee em tres) Ck il Ne walel ke PiReunine Sale — 19 
(b) Non schedule offices (at less important CENETES fers i i aca a — 11 
Offices operated by staff other than C.N.R. 
oy 


(at smaller outlying points) ...... INANE MPO alt ESHA ox IN ays —110 
(e) Operated by C.N.R. (Railway) employees at railway stations 
—allowance to individuals based on number of messages handled — 5 


7. Q. What is the present status of those C.N.T. employees who were New- 
foundland civil servants at the time of Confederation and who are now employed 
in the different classes of C.N.T. offices in Newfoundland?—A. C.N.R. (C.N.T.) 
employees in 6(a) and (b) above have same employee status as all other C.N.R. 


(C.N.T.} employees in similar position classifications in Canada. 


8. Q. Since the terms of Union are supposed to safeguard the status, rights 
and privileges of former civil servants so that no civil servant would suffer a 
disadvantage because of Confederation, what is the present position of the 
employees referred to in No. 7 above with respect to those privileges enjoyed 
as civil servants of the Newfoundland Government, i.e. 

(a) Status 

(b) Pension rights 

(c) Sick leave with pay 

(d) Annual leave with pay 

(e) Wages, board and travelling expenses of relief operators (which were 

supplied free by Newfoundland Government). 

A. See answer to question (7). 


9. On what basis will pensions of employees referred to in No. 7 and No. 8 
above be calculated?—A. See circular dated December 1, 1949 issued by R. C. 
Vaughan, President, Canadian National Railway Company, to all employees in 
the Newfoundland services, copy attached. 


Yours sincerely 


D. Gorpon 


C. W. Carter, Esq., M. P. 
House of Commons, 
Ottawa, Ontario. 
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APPENDIX B 


Replying to question by the Honourable G. A. Drew requesting an estimate 


of total miles to be flown year 1950. 


North American 


January 

Revenue miles ...........- 676,000 

Non revenue miles........ 50,000 
February 

Revenue miles °..........5. 618,000 

Non revenue miles........ 50,000 
March 

UEVORUG, I11LES. Oo karte ela d eet « 673,000 

Non revenue miles........ 50,000 
April 

Revenue miles ............ 758,000 

Non revenue miles........ 50,000 
May . 

Revenue miles ............ 815,000 

Non revenue miles........ 35,000 
June 

Revenue! miles ii a os dele 896,000 
_ Non revenue miles ..cee sas 35,000 
July 

Revenue miles .......0..5.. 922,000 

Non revenue miles........ 32,000 
August 

MREVEDUG (INTIS) 6 ic 6s owt ches 8 922,000 

Non revenue miles........ 32,000 
September 

Revenue ‘miles, a. .5uie0 <2 es 891,000 

Non revenue miles........ 32,000 
October 

Revenue. miles ............ 785,000 

Non revenue miles........ 48,000 
November 

Revenue miles ............ 728,000 

Non revenue miles........ 48,000 
December 

VEY OUT) MNILIGS” orais ire eNews sae 776,000 

Non revenue miles........ 48,000 
TOTAL 

IREVENUS MICS io. wh os oe ose 9,460,000 

Non revenue miles........ 510,000 


692.000 
15,000 


622,000 
15,000 


703,000 
15,000 


707,000 
15,000 


815,000 
15,000 


836,000 
15,000 


855,000 
10,000 


855,000 
10,000 


827,000 
10,000 


770,000 
10,000 


669,000 
15,000 


665,000 
15,000 


9,016,000 
160,000 


Atlantic 


239,000 
29,000 


286,000 
25,000 


330,000 
25,000 


345,000 
23,000 


347,000 
23,000 


340,000 


23,000. 


310,000 
23,000 


252,000. 


23,000 


284,000 
23,000 


3,535,000 
304,000 


All Services 
Twin Engine North Star NorthStar Twin Engine North Star 


676,000 
50,000 


618,000 
50,000 


673,000 
50,000 


758,000 
50,000 


815,000 
35,000 


896,000 
35,000 


922,000 
32,000 


922,000 
32,000 


891,000 
32,000 


785,000 
48,000 


728,000 
48,000 


776,000 
48,000 


9,460,000 
510,000 


931,000 — 
44,000 


847,000 
44,000 


953,000 
44,000 


1,034,000 


2 


1,101,000 
40,000 


1,166,000 
40,000 


1,200,000 
33,000 


1,202,000 
33,000 


1,167,000 - 
33,000 


1,080,000 
33,000 


921,000 
38,000 


949,000 
38,000 


12,551,000 


464,000 


. Replying to a question by the Honourable G. A. Drew requesting quotation 
of TCA North Star charter to the Department of External Affairs. 


20,919 miles $61,060.00 based on utilization of the aircraft for 30 days. 
Each additional day over 30 days assessed at $450. 00. 


Replying to question by Honourable G. ne Drew regarding Trip Passes. 


Issued 1949. 


Department of Transport Bye Wire Wen Tele wees ay sae ds A 
FBG Str OUIGRIO Sw os borate tia saath aaa eters ee AA NaS ReMi AiR de ge nets 


TCA Employees—O.CS. 


TCA Employees & Dependents—Vacation 


$i.0 teh eee le te ag @ (6: fa 18 Le. 1S oe COS) 6. 0/16 Ve Oe Tele (ey OF ee 


a, 0 of Ge) ey e%sd AP. ame We. (6) ce. @ 


erie! B16 +8) es! oe le, oF a tae (Olea oe OR) CP Peay Ske) Be OL OR a a 8 te oe 
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APPENDIX C 


TRANS-CANADA AIR LINES 
- Office of the President MonrreaL, April 12, 1950. 


Huaues Cieaver, Esq., M.P., Chairman, 
Sessional Committee on Railways and 
Shipping Owned, Operated and Controlled 
by the Government, 

House of Commons, 
Ottawa, Canada. 


Dear Mr. CiEAver: 

The Sessional Committee on Railways and Shipping Owned, Operated and 
Controlled by the Government adjourned for the Easter recess after passing 
upon the Trans-Canada Air Lines Annual! Report for the year 1949, and the 
related auditors’ report, but immediately prior to adjournment items of evidence 
had been requested by members of the Committee on the understanding that this 
evidence would be available when it resumed consideration of Trans-Canada 
Air Lines maitters. It has occurred to me that you might wish to make this 
evidence available to the Committee members requesting it, prior to the re- 
sumption of formal sessions of the Committee, and I am therefore forwarding 
to you herewith the following: 

(1) In answer to a request made by the Hon. G. A. Drew for a 
record of Trans-Canada Air Lines’ Rolls-Royce Merlin engine purchases 
since the introduction to service of the North Star M 1 and M 2 type 
aircraft, there is attached the required report in duplicate designated in 
the upper right hand corner, No. 1. 


(2) In answer to a request made by the Hon. G. A. Drew for a 
record of the miles flown by Trans-Canada Air Lines’ aircraft in 1949, 
segregated by types of aircraft, there is attached a report in duplicate 
giving this information, further segregated as between North American 
and Atlantic services, and designated in the upper right hand corner, 
No, 2. 


(3) In answer to a request by the Hon. G. A. Drew for details of 
the meetings of the Board of Directors of Trans-Canada Air Lines during 
1949 there is attached hereto a record of such meetings, designated in 
the upper right hand corner, No. 3. There is also attached a similar 
record of the meetings of the Board of Directors of Trans-Canada Air 
Lines (Atlantic) Limited, designated in the upper right hand corner, 
No. 4. 


(4) A resolution, moved by the Hon. G. A. Drew and passed by 
the Committee, as I understood it, constituted a request that the terms 
of reference of the Committee be extended to include consideration of 
Trans-Canada Air Lines’ 1950 “budget.” Furthermore, at the close 
of proceedings, the Hon. G. A. Drew requested that there be furnished 
to the Committee a copy of Trans-Canada Air Lines’ 1949 operating 
forecast and the related 1949 actual results. 

It is to be noted that the resolution did not specify as to whether 
the budget to be considered was the company’s capital budget or what 
might be referred to as its operating budget. The procedure followed 
by Trans-Canada Air Lines in the past has been to apply the term 
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“budget” only to its capital budget, and to refer to the consolidated record 
of estimated revenues and expenses for a forthcoming year as the 
“annual forecast.” You may wish, therefore, to table only the relevant 
data with respect to the capital budget, assuming of course, that the | 
terms of reference of the Committee will have been appropriately extended 
in the meantime, or you may wish to submit also the information which 
I am sure Mr. Drew was actually in search of, the operating forecasts. 
Your decision in this matter may be influenced by the fact that. Trans- 
Canada Air Lines did not in 1949, and does not plan in 1950 to request 
the government for any additional capital either directly or through the 
agency of the Canadian National Railways. 

In order that you may be in a position to deal with the matter in 
whatever manner may be decided by the Committee, I am forwarding 
herewith in duplicate a sheet designated in the upper right hand corner, 
No. 5, which shows this company’s 1949 and 1950 capital budgets as 
approved by its Board of Directors giving the new vote, re-vote and 
total in each case, and the 1949 actual capital expenditures. 

Also attached and designated in the upper right hand corner No. 6, is 
a statement in duplicate showing the forecast made late in 1948, of the 
1949 operating results in total for the system, and segregated between 
major divisions of the system, related actual performance during 1949, 
and the comparable forecast made late in 1949 with respect to the ris 
1950. 


I have not yet had made available to me a copy of the transcript of the 
Committee proceedings but a careful record was kept of the requests made 
for evidence other than that introduced at the sessions which have taken place, 
and I am quite certain that nothing was asked for that is not embodied in the 
above list, with the exception of what I regarded to be a personal request by 
Mr. Pouliot for traffic data covering a certain period of last year. This I have 
taken the liberty of furnishing Mr. Pouliot direct. 

Please advise me if there is any further information which you may require 
on behalf of the Committee. I am holding myself available throughout the 
week of April 24th for resumption of Committee sessions, and I would hope 
that it may be found possible to conclude the proceedings during that week, 
as I am anxious to resume my system inspection Prost nares as soon as 
possible. 


Yours sincerely, 
G. R. McGregor. 


pee = onset eee 
"= 
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- Replying to questions by Honourable G. A. Drew regarding number of Rolls 
Royce Merlin engines for North Star aircraft, types M1 and M2, purchased since 
introduction. The following includes those purchased as part of the aircraft, 


in addition to engines acquired for the necessary Spare complement: 


Date Mi 


RA LOVE GF OG tue Gti Pay MU eRe Moet ithe ieee MINIs mere 5 
AUS Ee Da Re ERLE CAA TEAR COO SOE ah OEP AAU DEO Ue et aftr oh eM 


“Ua PT gi) ROP ya I OCie a MN Rn en. A ane IR Da Ad Bh a 
ERE NLA Ei ath 8 Ae eh is suche Be Seta Ld, OC a IN tf SE 


LMS Sone hey An ie RS eee hc ae ce era Ne Oo a 


| UAT OOM ur cc Oh iar case nein NOP MC aaa i 


February, 1948 ...... chalice gat UE San LA Lean toh AN aU 
EEC HA OAS ioks Miu eS oa ae) NC ROA Na Boa ad Ss! 
EELS AVA RUE ate ad TRO RE RRR AE Lal REY eco a2 Pt 


M2 


NAT NH eb 


20 


13] 


Cumulative 
Total 


131 


*-In December, 1948, 20 Merlin engines were returned to the R.C.A.F. with the five North 
Star M1 type aircraft, and four engines converted to type suitable for North Star M2 aircraft. 


$+ - Refers to the retirement from service of an engine damaged beyond economical repair. 


In answer to a question by the Honourable G. A. Drew requesting a segre- 
gation of Miles Flown by types of aircraft for the year 1949: 


Twin Engine 


North American 


PP OMCUMG Mim (2 lias cork Ye weak Ref) 9,604,684 
PROM RVEVENC oh ale si ee 550,970 
10,155,654 
Atlantic 
PROV OUUE temic iyi dst. ciee ee oh oy Aes od a aaa ite MS de 
EMOMIARC VETO Bil ce meee) ie ROR re ey eh cre Bact haw! 
Crrand . Total. Pyaar et oa Ah)! 10,155,654 


North Star 


6,760,049 
177,279 


6,937,328 
4,158,523 
346,894 
4,505,417 


11,442,745 


Total 


16,364,733 
728,249 


17,092,982 


4,158,523 
346,894 


4,505,417 


21,598,399 
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In reply to a question by the Hon. George Drew as to the number of Board 
of Directors meetings held during the year 1949 and the number in attendance | 
at each: : peat te 


BOARD OF DIRECTORS MEETINGS OF TRANS-CANADA 
AIR LINES, 1949 


6 meetings, as follows: 


January 28, 1949 at 360 McGill Street, Montreal. : 


Present: Messrs. G. R. McGregor, H. J. Symington, Wilfrid Gagnon, 
J. A. Northey, R. C. Vaughan, C. P.. Edwards, G. Herring and 
W. H. Hobbs, Secretary. 


March 25, 1949 at 360 McGill Street, Montreal. 


Present: Messrs. G. R. McGregor, J. A. Northey, R. C. Vaughan, C. P. Ed- | 
wards, G. Herring and W. H. Hobbs. | 


June 24, 1949 at 360 McGill Street, Montreal. 


Present: Messrs. G. R. McGregor, H. J. Symington, Wilfrid Gagnon, 
J. A. Northey, R. C. Vaughan, C. P. Edwards, G. Herring and 
D. I. Grant, Secretary. 


September 30, 1949 at 360 McGill Street, Montreal. 


Present: Messrs. G. R. McGregor, H. J. Symington, Wilfrid Gagnon, 
J. A. Northey, R. C. Vaughan, C. P. Edwards, R. A. C. Henry, and 
De EMGrant: 


October 28, 1949 at 360 McGill Street, Montreal. 


Present: Messrs. G. R. McGregor, H. J. Symington, Wilfrid Gagnon, 
J. A. Northey, R. C. Vaughan, C. P. Edwards, R. A.C. Henry, and 
D. I. Grant. ' 


December 16, 1949 at 360 McGill Street, Montreal. 


| Present: Messrs. G. R. McGregor, H. J. Symington, Wilfrid Gagnon, 
J. A. Northey, R. C. Vaughan, C. P. Edwards, R. A. C. Henry, and 
D. I. Grant. Mr. Donald Gordon attended the meeting. 


BOARD OF DIRECTORS MEETINGS OF TRANS-CANADA AIR LINES 
(ATLANTIC) LIMITED, 1949 


2 meetings, as follows: 


January 28, 1949 at 360 McGill Street, Montreal. 


Present: Messrs. G. R. McGregor, H. J. Symington, Wilfrid Gagnon, 
J. A. Northey, R. C. Vaughan, C.P. Edwards, G. Herring and W. H. 
Hobbs, Secretary. fous 


June 24, 1949 at 360 McGill Street, Montreal. 


Present: Messrs. G. R. McGregor, H. J. Symington, Wilfrid Gagnon, — 
J. A. Northey, R. C. Vaughan, C. P. Edwards, G. Herring and | 
D. I. Grant, Secretary. . 
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TRANS-CANADA AIR LINES 
1949 FINANCIAL ResuLTS COMPARED WITH 1949 ForEcAsST AND 1950 ForRECAST 
ALL SERVICES — 
1949 Forecast! 1949 Actual 1950 Forecast? 


Operating Revenues .............. $37,879,000 $36,746,356 $40,145,000 
Operating Expenses .............. 40,017,000 40,288,744 40,782,000 
Operating Profit or (Loss) ...... (2,138,000) (3,542,388) (637,000) 
Miscellaneous Income—Net ........ — Ciport3, 739 144,000 
Intercet ony Capital (oar ek nen dee 765,000 761,466 750,000 
surplus<or (Deficit), ie ot yes $ (2,903,000) $ (4,317,593) $ (1,243,000) 


1 Includes forecast wage increases resulting from labour negotiations in late fall of 1948. 
Includes increased charges for full year of North Star operations as compared with six 
months in 1948. 


2 Expense estimates in this column are based upon current wage scales. 


TRANS-CANADA AIR LINES 
1949 FINANCIAL RESULTS COMPARED WITH 1949 Forecast AND 1950 ForEcAST 
ATLANTIC SERVICES 
1949 Forecast 1949 Actual 1950 Forecast? 


Operating Revenues ...602 00 08 ek $11,124,000 $10,222,387 $ 9,555,000 
Operating Expenses oi... 5.08 00000024, 13 008,000 12,714,826 10,587,000 
Operating Profit or (Loss) ....... $ (1,884,000) $ (2,492,439) $(1,032,000) . 
Miscellaneous incomes Net) s\n. ae wei 2 $Cr. 114.9293 


Interest won Oapital ). oo) oe Suk site oe 300,000. 290,781 232,000 
PUL PMIS Or DERELE Wale ein heath ais $ (2,184,000) $ (2,898,149) $ (1,264,000) 
Includes forecast wage increases resulting from labour negotiations in late fall of 1948. 
2 Expense estimates in this column are based upon current wage scales. 

3 Reflects loss through devaluation of sterling amounting to $97,605. 


1 


TRANS-CANADA ATR LINES 
1949 FINANCIAL RESULTS COMPARED WITH 1949 Forecast AND 1950 ForRECAST 
NORTH AMERICAN 
1949 Forecast! 1949 Actual 1950 Forecast? 


Operating « Revénuest* i feb on ate $26,755,000 $26.523,969 $30,590,000 
Operating Expenses 2020005 y. 0602. 27,009,000 27,573,918 30,195,000 
Operating Profit or (Loss) .......... (254,000) (1,049,949) 395,000 
Miscellaneous Income—Net ........ —- 101.1903 144,000 
uterest on Capitaly. obi We atone oe 465,000 470,685 518,000 
Supplies or) (Demers), haku iigiaee Doe (719,000) (1,419,444) 21,000 


1 Includes forecast wage increases resulting from labour negotiations in late fall of 1948. 


Includes increased charges for full year of North Star operations as compared with six 
months in 1948, 


2 Expense estimates in this column are based upon current wage scales. 
3 Reflects profit through sale of U.S. Funds after devaluation amouting to $42,473. 


TRANS-CANADA AIR LINES 
1949 FINANCIAL RESULTS COMPARED WITH 1949 Forecast AND 1950 ForREGAST 


NORTH ATLANTIC SERVICE i 
1949 Forecast 1949 Actual 1950 Forecast 


Operating Revenues .............. $10,033,000 $ 9,062,159 $ 7,991,000 q 
Operating Expenses i... 000200 0a 10,608,000 10,472,472 7,987,000 ; 
Operating Profit or (Loss) ........ (575,000) (1,410,313) 4,000 
Miscellaneous Income—Net ........ Cr. 99,974 a 4 
Livterest on! Capitals se coeeuney oe 235,000 228,408 167,000 


Surplus‘or-(Defiert) os teak ae: (810,000) (1,738,695) (163,000) 


TRANS-CANADA AIR LINES 
1949 FINANCIAL RESULTS COMPARED WITH 1949 Forecast AND 1950 Forecast 
BERMUDA AND CARIBBEAN SERVICES 
1949 Forecast 1949 Actual 1950 Forecast 


Operating “Revenues. 2.600: et $ 1,091,000 $ 1,160,227 $ 1,564,000 
Operating) Hixpenses® (0 Gas ae 2,400,000 2249-253 2,600,000 
Operating Profit or (Loss) ........ (1,309,000) (1,082,126) (1,036,000) 
Miscellaneous Income—Net ........ — Cr. 14,955 — 

Miterest son »>Canital.:. chews dees 2 eee 65,000 62,373 65,000 


BUEpHisOr.( Defeit), 6°. 0 otk cent} (1,374,000) (1,159,454) (1.101,000) 
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MINUTES OF PROCEEDINGS 


WeEpDNESDAY, May 10, 1950. 


The Sessional Committee on Railways and ‘Shipping Owned, Operated 
and Controlled by the Government met at 11 o’clock a.m., the Chairman, Mr. 
Hughes Cleaver, presiding. 


| Members present: Messrs. Carter, Cavers, Cleaver, Dechene, Drew, Follwell, 
Fraser, Fulton, George, James, Knight, McCulloch, McLure, Pouliot, Thomas. 


The Chairman submitted a draft of a Fifth Report to the House. 
It was agreed that members be given an opportunity to study the draft and 
to prepare amendments in writing for submission at the next ‘meeting. 


At 4.15 o’clock p.m. the Committee adjourned until Thursday, May 11, 
at 10.30 o’clock a.m. . - | 


@ 


THurspay, May 11, 1950. 


The Sessional Committee on Railways and Shipping Owned, Operated 
and Controlled by the Government met in camera at 10.30 o’clock a.m., the 
Chairman, Mr. Hughes Cleaver, presiding. 


Members present: Messrs. Carter, Cavers, Cleaver, Dechene, Drew, Follwell, 
Fraser, Fulton, George, Gillis, Helme, James, Knight, McCulloch, McLure, Mott, 
Pouliot, Thomas. | 


The Committee resumed consideration of the draft report submitted by 
the Chairman on May 9. 


Mr. George moved that the report as drafted be approved and the Chair- | 


- man ordered to present it to the House forthwith, 


Mr. Drew moved in amendment that the following words be added to the 
report as drafted: : , 

Your Committee recommends that a uniform system should be 
adopted for the presentation of the accounts of the Canadian. National 
Railways and Trans-Canada Air Lines, and that the consolidated balance 
sheet should show the accumulated surplus or deficit position in each case. 


After discussion, and the question having been put on the said amendment, 
it was negatived on the following division: ) 


Yeas: Messrs. Carter, Drew, Fraser, Fulton, McLure, Thomas,—6. 


Nays: Messrs.» Cavers, Dechene, Follwell, George, Gillis, Helme, James, 
MecCulloch,—8. | 


Mr. Drew then moved, in amendment, that the following words be added 
to the report as drafted: 

Your Committee recommends that an accounting system should be 
adopted which will make it possible to determine the profit or loss on 
each operating route. 
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After discussion, and the question having been put on the said amendment, 
the Committee divided as follows: | 

Yeas: Messrs. Drew, Follwell, Fraser, Fulton, Gillis, James, MeLure,—7. 

Nays: Messrs. Carter, Cavers, Dechene, George, Helme, McCulloch, 
Thomas,—7. 

And the voices being equal, the Chairman voted Nay, and declared the 
motion negatived. — 


Mr. Drew then moved in amendment, that the following words be added 

to the report as drafted: : 
That the possibility of improvement in operating costs of Trans- 

Canada Air Lines be fully explored. 


Ater discussion, and the question having been put on the said amendment, 
it was negatived on the following division: 

Yeas: Messrs. Drew, Fraser, Fulton, McLure,—4. 

Nays: Messrs. Carter, Cavers, Dechene, Follwell, George, Gillis, Helme, 
James, McCulloch, Mott, Thomas,—11. : 

Mr. Drew then moved in amendment, that the following words be added 
to the report as drafted: : 

That it is desirable to consider whether Trans-Canada Air Lines 
should be under the authority of the same Minister as the Canadian 
National Railways, and also that the same Minister who is responsible 
for the administration of the Aeronautics Act should have ministerial 
responsibility for Trans-Canada Air Lines. 


A point of order having been raised as to the power of the Committee to 
make a recommendation on a matter of Government policy, the Chairman ruled 
that the said amendment was in order. 


After discussion, and the question having been put on the said amendment, 
it was negatived on the following division: 

Yeas: Messrs. Drew, Fraser, Fulton, McLure, Thomas,—5. 

Nays: Messrs. Carter, Cavers, Dechene, Follwell, George, Gillis, Helme, 
James, McCulloch, Mott,—10. 


Mr. Gillis then moved that the following words be added after the words 
The Annual Report was adopted at the end of the twelfth paragraph of the 
sald draft report: 


but your Committee recommends that the earliest possible considera- 
tion be given to the recommendation of the President of the Canadian 
National Railways that there be a reorganization of the capital structure 
of that system. 


After discussion, and the question having been put on the said amendment, 
it was agreed to. 


And the question having been put on the main motion, as amended, it was 
agreed to on the following division: } 


® 
Yeas: Messrs. Carter, Cavers, Dechene, Follwell, George, Gillis, Helme, 
James, McCulloch, Mott, Thomas,—11. 


Nays: Messrs. Drew, Fraser, Fulton, MecLure,—4. 
At 12.10 o’clock p.m. the Committee adjourned to the call of the Chair. 


A. L. BURGESS, 
Clerk of the Committee. — 
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REPORT TO THE HOUSE 


TuHurspay, May 11, 1950 


The Sessional Committee on Railways and Shipping Owned, Operated and 
Controlled by the Government begs leave to present the following as its 


FirtH Report 
Pursuant to the Order of Reference of the House of March 23, 1950, and 
the Third Report of this Committee which was concurred in by the House on 
April 21, 1950, your Committee had before it for consideration the following: 

1. The Annual Reports for 1949 of the Canadian National Railway 
System, the Canadian National (West Indies) Steamships Limited, and 
the Auditors’ Report to Parliament in respect of the Canadian National 
Railway System and the Canadian National (West Indies) Steamships 
Limited. 

2. The Annual Report of the Trans-Canada Air Lines for the year 
ended December 31, 1949, and the Auditors’ Report to Parliament for 
the year ended December 31, 1949, in respect of Trans-Canada Air Lines. 

3. The Annual Report of the Canadian National Railways Securities 
Trust for 1949. 

4. The Budget of the Canadian National Railways and the Canadian 
National (West Indies) Steamships Limited, for the calendar year 1950. 

5. The Budget of Trans-Canada Air Lines for the calendar year 1950. 

6. Vote 493—Maritime Freight Rates Act, Canadian National Rail- 
Ways. 

7. Vote 494—Maritime Freight Rates Act, railways other than 
Canadian National. | 

8. Vote 558—Prince Edward Island car ferry and terminals, deficit 
1950. 

9. Vote 559—Canadian National (West Indies) Steamships Limited, 
deficit 1950. - 


Your Committee held twenty-two meetings, during which the above named 
matters were considered and evidence adduced thereon. 

The Annual Report of the Canadian National Railways for 1949, discloses 
a net income of $4,057,907.81. However, interest on the Funded Debt, due the 
public, amounted to $24,302,650.99, and interest on Government loans amounted 
to $21,798,283.58, bringing about a deficit of $42,043,026.76. The Annual Report 
was adopted, but your Committee recommends that the earliest possible con- 
sideration be given to the recommendation of the President of the Canadian 
National Railways that there be a reorganization of the capital structure of that 
system. 
_ The Annual Report of the Canadian National (West Indies) Steampships 
Limited for 1949, discloses a net operating revenue of $12,399.00, and after pay- 
ment of interest on bonds and Government advances, there was a deficit of 
$460,497.00. The balance in the Vessel Replacement Fund at the end of the year 
was $3,941,939.00, and in the Self Insurance Fund $2,048,545.00. The said 
Annual Report was adopted. 
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The Annual Report of Trans-Canada Air Lines for 1949, shows a net deficit 
of $1,419,443.90 for the North American Services, and a deficit of $2,898 149.26 
for Trans-Canada Air Lines (Atlantic) Limited. The Annual Report was 
adopted. 


The Auditors’ Report to Parliament with respect to the Canadian National 
Railway System, the Canadian National (West Indies) Steamships Limited, and 
the Trans-Canada Air Lines, also the annual report of the Canadian National 
Railways Securities Trust for the calendar year 1949, were severally examined 
and adopted. | | | 

The Financial Budgets of the Canadian National Railways and the Canadian 
National (West Indies) Steamships Limited for the calendar year 1950, were 
examined and adopted. | ay 

The Property and Equipment Budget of Trans-Canada Air Lines for the 
year 1950, and the Operating Forecast of Trans-Canada Air Lines for the year 
1950, were examined and adopted. 1 

| The following votes: 
Votes 493—Maritime Freight Rates Act, Canadian National Rail- 
ways; : 
Vote 494—Maritime Freight Rates Act, railways other than Canadian 
National; 
Vote 558—Prince Edward Island car ferry and terminals, deficit 1950; 
Vote 559—Canadian National (‘West Indies) Steamships Limited, 
deficit 1950, 


were considered and approved. 


_ The task of your Committee was greatly facilitated by the valuable assist- 
ance of Mr. Donald Gordon, C.M.G., L.L.D., Chairman of the Board of Directors 
and President of the Canadian National Railways; Mr. 8. F. Dingle, Vice-Presi- 
~ dent, and Mr. T. H. Cooper, Vice-President and Comptroller, Canadian National 
Railways and Comptroller, Trans-Canada Air Lines ; Mr. G. R. McGregor, 
President of Trans-Canada Air Lines; and Mr. W. F. English, Vice-President 
Operations, Trans-Canada Air Lines. fe 


A copy of the printed evidence taken is tabled herewith. 


- 


All of which is respectfully submitted, 


HUGHES CLEAVER, 
Chairman. 


BINDING SECT. NOV 26 1980 
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